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RENEWAL OF TRADE AGREEMENTS ACT 


MONDAY, MARCH 10, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 
The committee met at 10 o’clock a. m., pursuant to recess, in the 
committee room, New House Office Building, Hon. Wilbur D. Mills 
(Chairman), presiding. . 
The Cuarrman. The committee will please come to order. 
Our first witness this morning is Mr. Ralph B. Dewey. 
Mr. Dewey, please come forward and, for the purpose of identifica- 
tion, tell your name, address, and the capacity in which you appear. 


STATEMENT OF RALPH B. DEWEY, VICE PRESIDENT, PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewey. Thank you, Mr. Chairman. 

The members of the committee have copies of my statement. 

The CuarrMan. Yes, sir; you may have a seat. 

Mr. Dewey. My name is Ralph . Dewey, vice-president of Pacific 
American Steamship Association; headquarters of this organization 
in San Francisco, Calif. 

I welcome the opportunity to appear in strong eure of the ad- 
ministration’s legislation to extend the Reciprocal Trade Act for 
5 years, 

ar position in this matter is a product of our day-in-day-out par- 
ticipation as servants and co-venturers in the export and import trade 
of this country. 

Our member companies, consisting of the principal American-flag 
ship services operating from Pacific Coast ports, carry the products 
of our farm and factories to consumers in over 100 countries. The 
return voyages bring home raw materials and manufactures which 
our industries absolutely need and which individual consumers have: 
learned to prefer. 

It has been repeated many times that 414 million Americans earn 
their livelihood from exports, which is approximately 7 percent of 
the work force of this country. 

On the Pacific Coast, the percentage of participants in world trade 
is many times larger and by conservative statistical standards, 3 out 
of every 10 people on the Pacific Coast derive the major part of their 
livelihood from international trade. 

In our port cities the figure jumps to 5 out of every 10 people. 

To repeat the numerous political, economic, and moral reasons why 
the United States must, if it intends to retain its world leadership, 
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continue its liberal trade policies, would be superfluous here. Suffice 
it to say these arguments are sound and compelling. 

The fact that my remarks emphasize the role of the merchant ship- 
ping is not in any sense to detract from the overall consideration that 
our national military, economic, political, and spiritual prestige is at 
stake in this legislation. 

The American Merchant Marine and its 1,000 privately owned ves- 
sels has been aptly described as our Nation’s fourth arm of defense, 
and our first arm of commerce. 

As servants of both commerce and defense, and as an instrument of 
foreign policy, our industry wholeheartedly subscribes to the words 
in the President’s message, when he said: 

The enactment of this legislation, unweakened by amendments of a kind that 
would impair its effectiveness, is essential to our national economic interest, to 
our security and to our foreign relations. 

It will provide a powerful force in waging total peace. 

Much has been made in these hearings about the apparent loss of 
jobs in many industries due to foreign imports. These industries 
would seek answers to their economic phobias by asking for pro- 
tection through the means of crippling or junking this country’s 
reciprocal trade agreements program. They would have us revert 
back 25 years to the precarious days of tariffs by political pressure. 

In reviewing the testimony thus far, it would seem clear that the 
Congress has the simple choice of protecting the job security of 4 
million Americans who live off exports, achieving this according to 
a proven formula of reciprocity, or to step backward into a volatile 
system of regionally dictated tariffs to protect the job security of only 
200,000 workers in injured industries. 

Mathematically, the Congress has only one choice. 

Merchant shipping is the servant of world trade. Its usefulness and 
reliability is heavily dependent upon stability of that trade. 

Having spent my catty years in the export-import business, I can 
speak with some feeling when I say that it takes many months and 
years to develop markets abroad, or to develop markets in this country 
for needed and useful foreign products. 

An important. ingredient in this international exchange is to know 
whether or not your own country, as well as the country of your 
trading partners, will keep the status quo on tariffs. Even the threat 
of tariff increases frustrates months and years of trade promotion, 

And what is true for our customers—the exporters and importers— 
is true for us in merchant shipping; namely, that without stability 
we cannot provide service, and without regular dependable service, 
at reasonable rates, foreign trade would revert to the law of the jungle. 

In no area of merchant shipping is the need for stability more im- 
portant than in the investment of new vessels. New modern com- 
petitive cargo ships built in United States shipyards now costs $10 
million, and will replace warbuilt vessels costing an average of only 
$1,500,000. 

Future planning for replacement of our rapidly aging warbuilt 
merchant fleet is in no small part dependent upon the kind of frame- 
work in which foreign trade of the world is conducted. 

At present there is under contract, or in the stage of active planning, 
some $3 billion worth of new vessels for the American Merchant 
Marine. 
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I may say, Mr. Chairman, parenthetically, that the present capital 
value of the merchant marine is hardly more than $1 billion. So 
that the replacement program which is in the planning stage, or actu- 
ally under contract now, represents 3 times the present value of the 
American merchant marine, which is an astonishing figure and repre- 
sents astonishing confidence in the trading future of this country. 

As much as one-third of this investment will be paid for out of 
construction subsidies appropriated by the Congress. It is incon- 
ceivable that Congress should on the one hand engage in a joint ven- 
ture of this proportion with ship operators, and on the other hand 
would take away or detract from the international agreements that 
form the framework of the foreign trade these ships will serve. 

There is an old cliché that foreign trade is a 2-way street, and a 
corollary to this is that 2-way cargoes are essential in order to provide 
foreign traders with regular dependable ship schedules. 

There is nothing as frustrating as to watch American foreign trad- 
ers try to compete with foreign suppliers in world markets when they 
have to use a trade route whose ships only have 1-way cargoes and 
whose rates must be set at a level to earn a profit for the round voyage 
based only on outward cargoes. 

Indeed, Mr. Chairman, whatever prosperity American ship oper- 
ators have enjoyed since the end of World War II is a direct result of 
the year by year increase in homeward import cargoes. 

In conclusion, it must be said that no industry is more appreciative 
of the devastating effect of foreign low-wage competition than is the 
American merchant marine. American ships in the last 3 years have 
only carried 20 percent of United States export cargoes, the other 
80 percent being carried on the vessels of foreign registry. 

go to any injured industry who points to encroachment by foreign 
competition, we say take a look at American flag ships which are out- 
sold in the American market 4 to 1 by foreign competitors. And this 
is in spite of various Government preferences and financial subven- 
tions to the American merchant marine. 

Thus, it is, Mr. Chairman, that we come to these hearings with some 
experience in these matters. But despite this experience we urge in 
the strongest terms possible the continuation, indeed the enhancement 
of our sound, well conceived trade policy, based on reciprocity between 
nations. 

The alternative to such continuation proposed by high tariff advo- 
cates can only isolate us from world markets, in the final analysis. 
The repercussions of such isolation upon our national well being, our 
security, and our peace offensive are too horrible to contemplate. 

The Cuatrman. Are there any questions of Mr. Dewey ? 

I want to thank you, sir, for bringing to our attention some points 
which have not heretofore been discussed in the hearings. We thank 
you, sir, for a very fine statement. 

Mr. Dewey. Thank you, Mr. Mills. 

Mr. Reep. I am very sorry I had to miss your statement. I heard 
you speak about the steamship competition you have from abroad. 

I would like to ask you how many of the ships are being built in 
our shipyards today for our merchant marine? 

Mr. Dewey. I would have to supply the exact figures, Mr. Reed. 
Would you like an estimate ? 
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Mr. Reep. I will be very glad if you would. 

Mr. Dewey. You would prefer I supply the exact figures for the 
record ¢ 

Mr. Reep. How many of the ships for the merchant marine are 
built by foreign shipyards? 

Mr. Dewey. You are interested in how many vessels owned by 
Americans are built in other than American shipyards ? 

Mr. Reep. That is right. 

Mr. Dewey. Over what span of years? In the last 5 to 10 years? 

Mr. Reep. Yes, make it the last 15 years. 

Mr. Dewey. I will supply that for the record and send a copy 
direct to you. 

Mr. Reep. Some of the fruit company ships are 25 years old, but 
their ships were built abroad. And if you could, supply the differ- 
ential in wages between our shipyards and foreign shipyards. 

Mr. Dewey. The present differential between American and for- 
eign shipyards is of such proportion that the Maritime Administra- 
tion pays about 42 percent of the commercial cost. 

In other words, there is a differential of 42 percent between our 
yards and equivalent shipyards in Europe or in Asia. 

Mr. Reep. And then they register under a foreign country, too? 

Mr. Dewey. Of course, the ships which the Americans participate 
in under the American subsidy program are 100 percent American- 
flag vessels and always will be. 

The ships you speak of are owned by American corporations under 
subsidiaries that are known as flags of convenience perhaps, Panama. 
Liberia, and so forth. 

Mr. Reep. Do you have any information how many ships have been 
built by Japan for American interests ? 

Mr. Dewey. That is a little difficult sometimes to get, Mr. Reed, 
because the degree of participation by American interests—if you 
mean over 51 percent it might be possible to get that figure. 

Mr. Reep. If you can find those figures, I would like to put them 
in the record. 

The CHarrman. Without objection the information you have the 
ability to obtain will be placed in the record at this point. 

Thank you for coming to the committee. 

Mr. Dewey. Thank you, Mr. Chairman. 

(The following material was received by the committee :) 

Pacalr, INC., 
Burbank, Calif., February 20, 1958. 
Hon. Wisvur D. MILs, 


Chariman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN : My firm is engaged in import and export trade and related 
fields and has noted with interest the proposals of the administration for renewal 
of the Trade Agreements Act, which expires on June 30, 1958. 

I feel that it is of utmost importance that the President’s authority to enter 
into trade agreements be extended for the 5-year period requested by the adminis- 
tration. In view of the importance of world trade to our domestic economy, the 
adverse effect which would follow from a curtailment of our foreign trade, and 
the effect upon our international relations of the failure of our Government to 
extend this legislation, would be most far reaching and serious. I urge that you 
support the administration’s proposal for the extensions of this legislation for a 
5-year period, with the further authorization to the President to reduce the 
existing rates of duty which have been proposed. 
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I am very much opposed, however, to the provisions of the proposed legislation, 
which would permit increasing any rate of duty 50 percent above the rate in 
effect on July 1, 1934, as the rates in existence on that date were the rates 
contained in the original Hawley-Smoot Tariff Act of 1930, which were the 
highest ever enacted in our tariff history. 

I earnestly believe that the President’s authority to restore or raise rates 
of duty should be limited to the rates of duty enacted by the Congress in the 
Tariff Act of 1930, and that there is no sound reason for broadening the escape 
clause to the extent proposed. 

You are earnestly urged for favorable consideration of the views hereinabove 
stated, and your support of a 5-year extension of the Reciprocal Trade Agree- 
ments Act, without any further restrictive additions to the escape-clause pro- 
visions. 

We respectfully request that you place this letter into the record. 

Yours very truly, 
R. W. CAMPBELL, 
Export Administrator. 


GENERAL STEAMSHIP Corp., Ltp., 
Seattle, Wash., February 19, 1958. 
The Honorable Witgur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington D.C. 


My Dear Mr. Mitts: The matter of extension of the Reciprocal Trade Agree- 
ments Act, which is before the House Ways and Means Committee at the present 
time, we feel is of tremendous importance to the United States and that unless 
the present reciprocal trade agreements are extended for a period of at least 
5 years in its present form, irreparable damage will be done to both our domestic 
and foreign economy. 

Experience gained over many years has clearly demonstrated that we cannot 
expect to maintain a healthy level of exports without reasonable and intelligent 
imports. In other words, we must export our commodities to foreign nations 
if we are to avoid injurious surpluses and we cannot expect foreign nations to 
purchase these exportable commodities unless this Nationa purchases products 
of the foreign countries to enable them to purchase from us. Domestic trade, 
as well as foreign trade, is a mutual undertaking requiring a buyer and seller. 
If there are no buyers, the seller must curtail his production thereby reducing 
the level of prosperity. What applies domestically also applies in international 
trade and this Nation, in order to maintain its present position, must make it 
possible for our industries to sell abroad and also make it possible for our 
people to purchase foreign products in order to complete the cycle of trade. 

More than any one thing before the Nation today, in our estimation, the 
extension of the reciprocal trade agreements is the most important. Any other 
course would be to return to isolationism. 

We regret it is impossible for us to appear at the hearings in person but we 
would appreciate your making this statement a part of the records of the 
hearing. 

Very truly yours, 
D. M. Dysart, 
Vice President in Charge Northern District. 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN MERCHANT MARINE 
INSTITUTE, INC., ON TRADE AGREEMENTS EXTENSION ACT oF 1958 (H. R. 10368) 


The American Merchant Marine Institute is a trade association of steamship 
owners and operators representing some 50 United States-flag companies which 
eonstitute a majority of the entire American merchant marine. Our members 
operate tankers, freighters, and passenger ships, on all coasts of the United 
States, into and out of virtually every major world port. Some also engage 
in our domestic deep-sea trades. 

It is a privilege, for which we are grateful, to express our vigorous support 
for the extension of the recriprocal trade agreements program. Our views on 
this subject are of course in large part similar to others from whom you have 
heard representing particular commodities or the service industries. 
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One vital difference, however. Foreign trade is overwhelminglly our daily 
diet and for many of our companies, their only diet. American-flag ships, 
unlike those of most nations, are by tradition, economics, or statute, unique 
in that they virtually consistently serve only American trades. Increased traffic 
on sea lanes which does not touch our shore does not enter the holds of American 
ships. For this reason, virtually all of our major companies have created trade 
development departments. Their endeavor is to apprise shippers of both export 
and import opportunities presently unknown to them or unexploited by them. 
Steamship management personnel overseas as well as those at home are dedi- 
eated to this task. While the motives in so doing are clearly aimed at the im- 
provement of the individual company’s economic welfare, we have in the process 
become partners of other segments of our economy in factory, farm, and mine, 
participating directly or indirectly in foreign trade. For these reasons, we have 
necessarily come to be students of the issues now before the committee. 

One additional point related to the foregoing which is of particular signifi- 
cance to the maritime industry. Developing new markets or maintaining estab- 
lished ones is far from a simple process. Many considerations are involved, 
not the least of which is the creation of reasonably stable trading conditions. 
Stability in meaningful proportions is seriously handicapped if our fundamental 
tariff policy is in serious question. One of the severest blows that could be 
struck at the American merchant marine’s vessel modernization program (at 
present, in excess of $3 billion worth of new vessel construction is in view) 
would result from the rejection by Congress of the extension of the Reciprocal 
Trade Agreements program.- This surely would be interpreted by our cusomers 
and suppliers overseas as the end of an era of international trading cooperation. 
It would lead ultimately to entirely new patterns of international trade, the 
effect of which could be disastrous to our fleet and our national maritime policy. 

Further, so that you may judge the experience with which we speak, it 
should be emphasized that no other American industry, to our knowledge, deals 
so consistently in a truly international market, meeting on every voyage, for- 
eign competition of the most serious nature. 

This perhaps requires some explanation. If an American industry (or in- 
dividual producer) found that 15 or perhaps 25 percent of its domestic mar- 
ket was being satisfied from sources abroad, it would surely consider itself fac- 
ing severe competition. The American maritime industry, however, now finds 
that not 25 percent, not 50 percent, but almost 80 percent of American demand 
for foreign trading shipping service is satisfied through the use of foreign bot- 
toms. We know what foreign competition means. 

The timeliness of the proposal for extending the Reciprocal Trade Agreements 
Act manifests itself at once. Daily the press informs us of the tremendous 
concern in and out of the Congress with the growing army of unemployed. 
This has just reached over 5.1 million—a record level since 1941. At the same 
time we are informed that 4.5 million jobs are created by our foreign trading 
activity. While some issue has been generated by the use of the word “created,” 
we certainly feel that there is no question that at least 4.5 million Americans 
earn their livelihood because of our world trading activity. Actually, in our 
opinion, this latter figure is conservative. Our own experience in evaluating 
direct and indirect employment generated by the American merchant marine 
(in excess of a quarter of a million) leads us to conclude that this type of 
analysis is not subject to precise statistical determination, and estimates thereof 
reasonably prepared tend to be conservative. 

The significance of our export trade to this country’s total economy is per- 
haps more accurately, if less dramatically, revealed in the attached table. It 
depicts the significant portion of our total production of movable goods which 
enters into the export market, presently almost 10 percent. We would call 
your attention particularly to the last column and the relation, though not nec- 
essarily causal, between the peaks of our production prosperity and the changing 
level of exported portions of total production through the years past. 

It is important to remember that part of our economic activity and employ- 
ment in world trade is created under Government-generated programs of eco- 
nomic and military assistance and surplus disposal. I feel quite certain that 
every member of this committee is hopeful that these noncommercial activities 
will diminish over the years and ultimately totally disappear. With this dimi- 
nution or disappearance will go the livelihood of some of these 4.5 million per- 
sons, unless in place of the vacuum thus created there is developed normal 
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commercial trade of equal or greater volume. It is, therefore, particularly at 
this moment of recession, especially necessary that we seek not only to main- 
tain our present level of private export trade but actually augment that activity. 
No instrumentality of lesser total economic cost is available to us for his pur- 
pose than the reciprocal trade pragram. 

It is apparent that organized labor recognizes this fact, as can be evidenced 
by the unanimous backing given the pending legislation by the AFL-CIO at its 
recent convention. 

There are, however, many who would hope that our export volume can be 
maintained or even increased without maintaining our doors open to the 
goods of foreign nations through reciprocal trade. They urge that we forget the 
lessons of our past and move back a quarter century in time, before we learned, 
much to our sorrow, that a rigid and inflexible trade policy with a minimum of 
world trade was disastrous to American interests including the American 
maritime industry. ; 

As proponents of the program, we are mindful that since its birth in 1933, the 
prime motivation for the program has had differing emphasis as the years 
moved on. Originally, purely dedicated to creating more trade in the midst 
of severe economic depression, it became closer allied, in the early postwar 
period, to overcoming the stifling effect of dollar shortages overseas. These 
shortages dictated that foreign nations reduce their spending for our merchan- 
dise. Clearly, in addition to foreign-aid considerations, the soundest and most 
direct way we could overcome the frustrated demands for our goods abroad 
was to purchase more from overseas. 

Today, the reciprocal trade program, while still deeply rooted in many re- 
spects in what motivated its earlier support, has again shifted emphasis. The 
survival of western culture and traditions make it more necessary than ever to 
coordinate our trade policy and practices with our friends and allies abroad, 
both real and potential. This has been clearly recognized by the nations 
constituting the European common market. 

We firmly believe that sputniks notwithstanding, our Nation’s stature as well 
as the cornerstones of world peace and democratic unity, are menaced today 
by the potential of Russia’s new economic policies. Khrushchev publicly called 
it “a war on the United States in the peaceful field of trade.” We dare not, 
by jettisoning the reciprocal trade program, announce to the free world that 
we dismiss that threat by leaving the arena of commercial international 
exchange. 

Since the close of World War II, ours has been a bipartisan, consistent, and 
not inexpensive policy of creating closer economic ties with freedom-loving 
peoples overseas so that they could turn their backs on international com- 
munism. Frankly, we know of no basis on which you can soundly reverse that 
philosophy. Yet, a failure to extend the reciprocal trade program, which is 
now an intimate and necessary part of that policy, would be just such a 
reversal. 

While we are ever mindful of the American maritime industry’s stake in the 
extension of the reciprocal trade program, we appreciate that an expanded 
import volume may require local adjustments in communities and industries 
meeting foreign competition. Our import volume last year of $13 billion was 
some $6 billion below our exports. But of that $13 billion import volume, 
virtually $11 billion was in goods totally noncompetitive with United States 
production, while $2 billion was in materials in mild or severe competition with 
United States products. We feel that reasonable safeguards against the afore- 
mentioned potential injuries are contained in the proposal before you. More- 
over, we are certain that if additional safeguards are reasonably required, 
they will be provided. 

Most of all, however, we cannot overemphasize that the greatest protection 
against such injury is the built-in self-adjustment which takes place in an over- 
all expanding economy through increasing domestic purchasing power. The 
potential loss of domestic ~purchasing power which would be created by the 
failure to produce for a substantial export market offers us no solution. If you 
limit, by rejecting reciprocal trade, the expandable element of the domestic 
economy our world commerce affords, you may require fewer, minor “local” 
adjustments to foreign competition. By the same taken, you will require more, 
major and nationwide adjustments to the disastrous effects of a declining export 
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market. To be forced to attempt the latter under any circumstances could be 
dangerous. In the face of today’s economic situation it may well prove 
catastrophic. 


United States production of movable goods and the proportion exported 
{Value in billions of dollars] 








Exports | Exports 
Domes- United | as per- 
Year Agricul- | Manu- | Mining tic Total States cent of 
tural factures freight mer- total 
chandise 
ee et 12.9 30.6 49 | 5.1 | 53.5 5.2 9.6 
Liptbbudcundigesenodud 6.2 14.0 2.1 3.1 25.4 1.7 6.5 
dpevidtemangehinsentil 11.1 25.2 4.3 4.3 | 44.9 3.3 7.4 
i a in lal eee! 9.2 24.5 3.8 4.2 41.7 3.1 7.5 
ee ele etee beet menee 27.2 59.5 v0 7.4 101.2 80.0 9.8 
thi déiedbbadoenbedtocdabbin 30.6 74.4 9.6 9.2 | 123.8 15.2 12.2 
ln iitalieaenitenecsiaain dects whales 34.7 82.0 12.3 10.8 139. 8 12.5 9.0 
Siceetinit ieee ntetealiads toretntancetigmnshatnies enti 29.3 75.4 10.6 10.0 | 125.3 12.0 9.5 
BS re ot seo ee 31.3 89.8 11.9 11.6] 144.6 10.1 7.0 
Res id Bb cbse bhbien Je 36. 6 102.1 13.5 12.9 | 165. 1 14.9 9.0 
ln orate cession te wads 35.7 109. 2 13.4 13.3 171.6 15.0 8.8 
Tite thas oo aenmenehinns catia daeael 32. 6 121.7 | 14.4 14.0 182. 7 15.7 8.6 
Dibaba cthanesiudbinnobensodeh. 32.3 116.9 14.0 12.6 175.8 | 15.0 8.5 
Rn iakahiptbicptindlivecidi-chnligitnintapncs-aeisdipitenaiet 31.5 132.0 16. 0 14.3 193.8 | 15,4 8.0 
iat titrate aaa 31.6 138,0 17.3 15.1 202.0 19.0 9.4 
a ceateaiee haben eee eel alien 31.6 143.0 18.3 15.5 208. 4 20.7 9.9 








1 Preliminary. 


Source: U. 8. Department of Commerce, Exports in Relation to United States Production, 1956—World 
Trade Information Service—pt. 3, No. 57-36. 


SEATRAIN LINES, INC., 
New York, N. Y., March 20, 1958. 
Hon. Wiizevr D. MIs, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 


Dear Mr. Mitts: The purpose of this letter is to indicate my support for the 
extension of the Trade Agreements Act for a period of 5 years, and continuing 
authority to the Preesident for tariff reductions as proposed in H. R. 10368, 
which your committee has under consideration. 

I am sure that others more directly concerned than myself in international 
trade and affairs will have furnished your committee with all the necessary 
data revealing the importance of our exports to the American economy, and of 
the Trade Agreements Act to our foreign relations. Therefore, I shall not at- 
tempt to repeat these statistics, except to point out that I believe there are 
presently about 444 million American workers employed in activities directly 
related to exports. 

My particular concern is with the present status of the American economy; 
it is passing through a period of recession which all of us hope will be brief in 
duration and mild in intensity. We hope that the changes in our social and 
economic structure which have taken place in the last 20 years or more will 
serve to prevent this or any similar recession deepening into a serious depres- 
sion of the type which occurred in the 1930’s. This will be a vain hope if we 
repeat the errors which brought about the worldwide stagnation of trade in 
that period. 

Those of us who are old enough remember all too keenly the great depression, 
which began 12 years after the end of World War I. It was precipitated in 
large part by two factors: The cessation of American investments abroad, and 
the Hawley-Smoot Tariff of 1930, which effectively choked the flow of imports 
and exports. Today—12 years after World War II—our foreign trade is a 
much more important factor than it was then, and any indication of a dis- 
position by the United States once more to shut off foreign trade and invest- 
ment would have even more serious consequences than such a disposition had 
then. 

In addition, therefore, to the arguments which will be made to your com- 
mittee concerning the effect of the Trade Agreements Act on our foreign rela- 
tions or on specialized groups in our Nation, I wish to urge upon your committee 
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that you consider carefully the affirmative value which an extension of this act 
would have for the immediate welfare and prosperity of the United States; 
and conversely, the dangers posed by any decision to restrict our foreign trade, 
particularly at this time. 

I should appreciate having this letter included among the records of the 
hearing for the consideration of the committee. 

Sincerely yours, 
JoHN L. WELLER. 

The Cuarrman. Our next witness is Mr. B. E. Smith, president of 
S. Morgan Smith Co., of York, Pa. 

Mr. Smith, will you please come forward and identify yourself for 
the record, by giving your name, address, and the capacity in which 
you appear. 


STATEMENT OF B. E. SMITH, PRESIDENT, S. MORGAN SMITH CO., 
YORK, PA. 


Mr. Smiru. I am B. E. Smith, of S. Morgan Smith. 

The Cuarrman. You may be seated, sir. 

Mr. Smith, we have given you 5 minutes to present your statement 
this morning. Can you do so? 

Mr. Smrru. I am afraid it may run 7 minutes. 

The CuarrmMan. You are recognized. 

Without objection, however, your entire statement will appear in 
the record if you omit any portion of it. 

Mr. Smiru. Yes, sir. 

Iam B. E. Smith, president of S. Morgan Smith Co., of York, Pa. 
I represent a small medium sized company which for 80 years has 
been a manufacturer of hydraulic turbines, the prime movers for 
hydroelectric generating stations. 

Hydraulic turbines are individually designed and built to meet the 
peculiar requirements of each power development. They are a spe- 
cialized product with an unusually high labor content and generally 
several years are required to complete an order. 

Standardization of product is impossible in our industry and, 
therefore, we are conble to utilize labor saving techniques such as 
those commonly employed in mass-production industries. 

I am not here to ask for increased tariff protection. I do not think 

that any conceivable tariff rate would be adopted under our present 
trade agreements program which would be sufficient to equalize the 
great disparity between domestic and foreign labor costs and thus 
provide the protection necessary to insure the continued existence 
of our company or of the other hydraulic turbine manufacturers in 
the United States. 
_ Lam here to speak about the importance of our company and our 
industry to national security and defense. I firmly tg that our 
Nation’s electric power supply is an essential element of our national 
security and that the heavy equipment involved in our electric gen- 
erating and primary transmission facilities is just as essential as 
missiles, naval vessels, and other forms of arms and munitions and, 
therefore, should be of American manufacture. 

The hydraulic turbine industry in the United States is small. Its 
total orders for domestic and foreign sales in recent years have aver- 
aged less than $25 million per year, an insignificant amount in the 
total manufacturing complex of our country. 
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There are only five manufacturers of hydraulic turbines in the 
United States. 

Three of these companies are large and produce many products so 
they are not entirely dependent for their survival on their sales of 
hydraulic turbines. 

However, my own company is and always has been primarily a 
designer and builder of hydraulic turbines and our continued existence 
depends upon our getting a reasonable share of our domestic market. 

This same situation, I am sure, confronts our fourth competitor, 
James Leffel & Co., of Springfield, Ohio. 

Modern hydraulic turbines are generally very large machines and 
their production requires very large, heavy duty machine tools, and 
specialized manufacturing facilities. 

The facilities of our company and our American competitors in- 
clude a substantial portion of our country’s so-called elephant ma- 
chine tools which the Office of Defense Mobilization has listed as 
critical metal working tools. 

We, and our competitors, have often been called upon to utilize 
these facilities in the production of armament and component items, 
as well as equipment for the utilization of nuclear energy, for test 
facilities essential to the development of our aircraft and missile pro- 
grams, and for other defense programs. 

T have attached to the copies of this statement, which have been dis- 
tributed to the members of the committee, a few photographs which 
T hope will convey better than I possibly can in the limited time avail- 
able the size of the equipment about which I am speaking. 

There are very few products, other than hydraulic turbines, which 
require such huge machine tools, heavy cranes, high bays, and large 
floor areas in their manufacture. 

If the domestic market for hydraulic turbines is lost, these facili- 
ties will become useless and most of the present manufacturers will 
be unable to support and maintain either them or the highly trained 
technicians presently engaged in engineering, designing, and manu- 
facturing hydraulic turbines in this country. 

Our company no longer obtains the re easonable amount of export 
business which it had for many years. Our foreign competitors now 
have an insurmountable advantage in the world market because of 
their labor rates which are extremely low when compared to those we 
must pay in the United States. We have had to withdraw from the 
export field, except where Export-Import Bank financing requires the 
purchase of equipment built in the United States. 

Now, we face this same low-cost competition in our domestic market 
and we believe that unless there is corrective legislation, we face a 
possibly lingering, but, nevertheless, certain, ultimate death. 

Our company and our entire industry has long recognized the threat 
of foreign competition to our continued existence and we have made 
repeated appeals to various governmental agencies for recognition 
of the seriousness of our situation and its relationship to national 
security. 

Foreign competition has always been a potential threat, but only in 
recent years has it become an actual danger to our continued existence. 

Our tariff protection has been cut in half and in December of 1954, 
by Executive order, we lost practically all of the protection which was 
formerly provided by the Buy American Act. 
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Since that time our own Government has placed several orders for 
hydraulic turbines with a European manufacturer, and in 1956 a 
very large order representing almost half of the average annual 
hydraulic turbine sales of American manufacturers was awarded to a 
European manufacturer by a public utility district in the Northwest. 
This one order represented the direct loss of more than 600,000 man- 
hours to a United States manufacturer and its employees, an esti- 
mated additional 250,000 man-hours lost in American steel mills, 
foundries, forge shops, et cetera. 

Last week there was public announcement that the number of units 
included in this order was increased by 25 percent through negotia- 
tion between the purchaser and the contractor without competitive 
bidding. 

The almost $15 million of orders for hydraulic turbines placed 
with 1 foreign manufacturer in the past 4 years represent a total 
capacity of 1,452,000 horsepower, aud we estimate that they would 
have provided more than 800,000 man-hours of employment for 
American labor in the shops of the turbine manufacturers alone had 
they been awarded to domestic producers. 

Because the United States Somennniens is the major purchaser of 
hydraulic turbines in the United States, because our Federal agencies 
have taken the lead in inviting foreign competition, and because we 
believe hydraulic turbines and the industry which designs, builds, 
and services them are essential to our national security, we have di- 
rected our appeals to the executive branch of our Government and 
have asked for corrective rulings which are consistent with existing 
laws and executive orders. 

Our appeals to the executive branch resulted, early in 1956, in the 
appointment of an interagency committee to study the situation con- 
fronting American turbine builders. This committee made an ex- 
haustive investigation and submitted its report to the Office of De- 
fense Mobilization early last year. 

On March 8, 1957, Dr. Arthur S. Fiemming, the then Director of 
ODM, issued a letter in which he recognized : 


The importance of the engineering, skills, and tools in the hydraulic industry— 


to national defense. 
But at the same time he stated that he did not believe that— 
the present situation justifies a ruling that would recommend to Federal pro- 


curement agencies that all contracts for hydraulic turbines should be limited to 
United States suppliers. 


He concluded further that such decisions should: 
continue to be made on a case-by-case basis. 


A copy of this letter is attached as exhibit A. 

On April 29, 1957, Director of ODM, Mr. Gordon Gray, wrote: 

I see no oceasion for reviewing the recent decision of Mr. Flemming that pro- 
curement cases referred to this office under section 3 (d) of Executive Order 
10582 would continue to be evaluated on a case-by-case basis. 

A copy of this letter is attached as exhibit B. 

The case-by-case approach to this problem of procurement of heavy 
generating equipment is completely unsatisfactory to everyone in- 
volved. It ignores the basic consideration of national security in- 
herent in our Nation’s electric power supply system, attempts to 
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determine that some generating plants are important while others 
are unimportant to our national security, and ignores the fact that 
the massive destructive power of present-day weapons makes each 
piece of generating equipment and each plant producing such equip- 
ment of even greater essentiality than in the past. 

The suppliers of equipment, both at home and abroad, are left in 
a state of uncertainty. All bidders, both domestic and foreign, are 
put to the time consuming and heavy expense of preparing tenders 
for every invitation for bids without knowing whether a particular 
job is to be considered important or unimportant to our national 
security. 

Domestic bidders, whenever there are lower foreign bids, are com- 
pelled to prepare and present their arguments against an award to 
the low foreign bidder. 

All of this is time consuming, expensive and exhaustive. Federal 
agencies have imposed upon them the additional burden of weighing 
diplomatic considerations of the amount as well as the usual factors 
of price, quality, reliability, service, and experience, as well as ultimate 
cost, in making a determination between foreign and domestic bidders 
in contracts for essential power equipment. 

In addition, our international relations are adversely affected by 
criticism resulting from the reports in appearing in the foreign press 
when large contracts are occasionally awarded to domestic bidders 
despite lower foreign tenders. 

We, together, with our domestic competitors, acting through the 
hydraulic turbine section of the National Electrical Manufacturers 
Association, feel that we have exhausted the avenues of relief avail- 
able to us through existing Federal laws and Executive orders. We 
have failed to secure a clear-cut determination which would clarify 
our situation. 

My company cannot survive as it is presently constituted if we 
must meet unlimited low cost foreign competition for domestic con- 
tracts. 

We believe that we can manufacture and sell hydraulic turbines and 
survive in competition with any company which must operate under 
the same laws and conditions and which pays wage rates comparable 
to ours. 

However, we fully realize that we can never hope to survive in a 
competitive battle where we must attempt to match our prices against 
the prices of foreign competitors with very low labor costs and who 
are exempt from the multiplicity of laws which govern the operations 
of every manufacturer in the United States. 

We feel that we in management, our employees, our stockholders 
and the communities in which we operate, are entitled to know if we 
are going to be permitted to survive or are to be gradually driven out 
of business. 

We are convinced that there is no solution to our dilemma except 
through legislative action. 

My recommendation to this committee is that it is in the public in- 
terest for Congress to declare as a part of any renewal of the Trade 
Agreements Act that the importation of heavy generating equipment, 
and particularly of hydraulic turbines for installation in hydroelectric 
generating stations, if of a kind of type manufactured in the United 
States, be considered an impairment of national security and that 
proper steps be taken to prevent such importation. 
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My recommendation may seem drastic, but it has been my experi- 
ence that other countries which have a domestic hydraulic turbine 
manufacturing industry utilize exchange controls and other protec- 
tive devices to effectively exclude American competition. 

Gentlemen, that concludes my statement. Thank you for the privi- 
lege and opportunity of appearing before the committee. 

The Cuatrman. Mr. Smith, the exhibits attached to your statement, 
to which you referred, will be included in the record, without objec- 
tion, at this point, with your statement. 

Mr. Suir. Thank you, sir. 

The CHarrMan. We do not have the facilities, however, to repro- 


duce the pictures which you appended. So they will not appear in 
the record. 


(The material referred to follows :) 


ExHiIsBiITt A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 


Washington, D. 0., March 15, 1957. 
Mr. WILLIAM J. RHEINGANS, 


Chairman, Hydraulic Turbine Section, 
National Electrical Manufacturers Association, 
155 East 44th Street, New York 17, N.Y. 


DeaR Mr. RHEINGANS: Thank you very much for your many letters and oral 
information submitted to me and to the Interagency Hydraulic Turbine Com- 
mittee in the course of the consideration of your request for a ruling, under sec- 
tion 8 (d) of Executive Order 10582, that Federal purchases of hydraulic 
turbines should be limited to American manufacturers. 

As you know, Executive Order 10582 was issued by President Eisenhower to 
establish uniform standards and procedures to be applied by all Federal agencies 
in administering the Buy American Act. Section 3 (d) of that order permits 
the head of a Federal agency ‘“‘to reject any bid or offer for materials of foreign 
origin if such rejection is necessary to protect essential national security inter- 
ests after receiving advice with respect thereto from the President or from any 
officer of the Government designated by the President to furnish needed advice.” 
In the memorandum in which President Eisenhower designated me to furnish 
advice to Executive agencies pursuant to section 3 (d), he stated that it was his 
conviction that exceptions under this provision of the Executive order should 
be made “only upon a clear showing that the payment of a greater differential 
than the order provides is justified by considerations of national security.” To 
ensure that all aspects of the United States essential security interests pertinent 
to your request would receive appropriate consideration, an Interagency Com- 
mittee was established to study all available information and to submit a report 
to me. 

On the basis of the committee’s findings and my own study, I do not believe 
the present situation justifies a ruling that would recommend to Federal pro- 
curement agencies that all contracts for hydraulic turbines should be limited 
to United States suppliers. 

In reaching this conclusion I have been influenced strongly by the fact that 
section 3 (d) of Executive Order 10582 clearly envisages that exceptions under 
that section will be made on a case-by-case basis. Therefore, I recommend that 
decisions regarding procurement of hydraulic turbines continue to be made on a 
case-by-case basis. However, in view of the importance of the engineering, skills 
and tools in the hydraulic turbine industry, I have instructed the Office of De- 
fense Mobilization staff and the Interagency Committee to keep future develop- 
ments in the industry under close study. 

I appreciate the opportunity of meeting with you and other representatives of 
the industry and want to assure you that each future case referred to this Office 
for advice under section 3 (d) of the order will receive our most careful and 
objective consideration. 

Sincerely yours, 


ARTHUR S. FLEMMING, Director. 
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YExHIBIT B 


EXxEcurTIvE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., April 29, 1957. 
Mr. W. J. RHEINGANS, 
Chairman, Hydraulic Turbine Section, 
National Electrical Manufacturers Association, 
155 East 44th Street, New York 17, N.Y. 


Dear Mr. RHEINGANS: Thank you for your letter of April 15, 1957. 

I appreciate your offer to submit additional data on the subject of Federal 
procurement of hydraulic turbines. At this time, however, I see no occasion for 
reviewing the recent decision by Mr. Flemming that procurement cases referred 
to this Office under section 3 (d) of Executive Order 10582 would continue to be 
evaluated on a case-by-case basis. 

Should we require additional data in our next consideration of a case submitted 
to us for advice under the order we shall, of course, take advantage of your 
very kind offer. 

Sincerely yours, 
GorDON Gray, Director. 

The Cuatrman. Mr. Reed will inquire. 

Mr. Reep. Where are your industries located ¢ 

Mr. Smirn. Our own company is located in York, Pa. Baldwin- 
Lima-Hamilton Co. has plants at Eddystone, which is just outside of 
Philadelphia, and at Hamilton, Ohio. 

Newport News Shipping Co. is located at Newport News, Va. 

Allis-Chalmers Co., their turbine manufacturing is at Milwaukee, 
Wis. 

The James Leffel & Co. is located in Springfield, Ohio. <A division 
of Baldwin-Lima, is the Pelton division located in San Francisco. 

Mr. Reep. Thank you. 

Now, if it is not asking too much of you, how many people are 
employed in each of these plants? 

Mr. Smirn. I do not have that data. We can get it certainly. 

Mr. Regn. I really would like to have it for the record if you could 
procure the information. 

Mr. Smirn. I can speak for our own company. We have about 
1,160 employees in York. 

Mr. Reep. What is the population of York ? 

Mr. Somirn. At the last census the metropolitan area was about 
96,000. 

Mr. Reep. That is quite a large number of employees. Assume 
that they have their homes there. 

Mr. Sairn. I believe that practically all of our employees live 
either in the city of York or in the immediate environs. 

Mr. Reep. Thank you very much. 

The Cuamman. Mr. Simpson will inquire, Mr. Smith. 

Mr. Stwpson. Mr. Smith, yours is a very important industry in 
York, Pa. It is of long standing and has a highly respected manage- 
ment, and, of course, I want to see it continue. 

I would like first of all to distinguish what we are talking about. 
We had a group of people before us representing large generating 
and converting apparatus from the National Electric Manufacturers 
Association. Are youa member of that group ? 

Mr. Smiru. I am, sir. 

Mr. Stmpson. Specifically you are talking about a segment of that 
group ? 
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Mr. Smiru. I am specifically talking about, of course, our own 
company and the American hydraulic turbine industry, as such. 

Mr. Stmpson. Does that include the steam turbine, too ? 

Mr. Smiru. That does not. The hydraulic turbine industry is very 
small, it is too small to support a trade association of its own. 

Mr. Srmpson. Just how large is it? You have about $25 million 
volume a year ¢ 

Mr. Smiru. That is correct. 

Mr. Simpson. What is the overall volume you have? 

Mr. Smrru. This is the overall volume of the hydraulic turbine 
industry. 

Mr. Stmpson. $25 million is the overall ? 

Mr. Smiru. Yes, sir. 

Mr. Sumpson. You manufacture turbines which are operated by 
water ¢ 

Mr. Smirn. Yes, sir; which in turn drive the generators. 

Mr. Stmpson. Without which there is no place for the generator, 
no reason to have a generator ? 

Mr. Smirun. That is correct. 

Mr. Stmpson. Yours is the key to the operation of any of these large 
dams so far as making electric power by the use of water is con- 
cerned ¢ 

Mr. Smirn. Yes, sir. 

Mr. Simpson. Without this $25 million annual production on the 
average we would have no means of making electric power at any dam 
where water is the source of energy ; is that right ? 

Mr. Smirn. Yes, sir. 

Mr. Srwpson. And is this area you describe it as critical to the na- 
tional defense, do you not ? 

Mr. Smirn. Yes, sir. 

As you know, there is a great concentration of hydro, particularly 
in the Northwest, although there is hydro scattered around the United 
States, but the Federal hydro is concentrated primariy in the North- 
west and in the Tennessee Valley and some in the Southeast. 

Particularly in the Northwest, hydro represents, I am not exactly 
sure, but I would guess probably better than 90 percent of the power 
supply of the Pacific Northwest. 

Mr. Stmpson. Have you any idea what proportion of that 90 per- 
cent is domestic and what proportion is foreign manufacture. 

Mr. Smirn. No, I do not, but I could get those figures very easily. 

Mr. Srmpson. I would like to have that for the record, if you will. 

With respect to recent installations in the Northwest in this area, 
have you an idea as to the proportion ? 

Mr. Smirx. Possibly I have some statistics. There is currently, 
as of the end of 1957, about eight and a half million kilowatts of hydro 
capacity in the Pacific Northwest. 

There are some 5 million additional kilowatts on order, Five mil- 
lion additional kilowatts are now on order and which will be installed 
between now and 1962. 

Of that, one of the largest plants that is under construction is this 
one I mentioned in my statement. That happens to be the Priest 
Rapids Development of the Grant County Public Utility District. 
There are to be 10 units installed in that plant. That represents just 
about 800,000 kilowatts. 
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Mr. Smreson. Is that Federal or State? 

Mr. Smirn. That is a public utility district. It is public, but not 
Federal. 

Mr. Srmpson. If one of these installations goes bad, do these for- 
eign producers manufacture parts and repair them here? 

Mr. Smiru. I know of no facilities to manufacture in the United 
States. All of these jobs have been awarded to an English manu- 
facturer and they do not have manufacturing facilities in the United 
States. They do have manufacturing facilities in Canada, but as I 
understand it, this equipment is being produced in England rather 
than in Canada. 

Mr. Stmpson. Now, you have undertaken various means of securing 
relief for your own industry; that is, the Buy America Act is no 
longer effective ? 

Mr. Smrru. The Buy America Act is to all intents and purposes of 
no value to us whatsoever. 

Mr. Smorreson. Under section 7 of the Defense Act each application 
will be considered on its individual facts; is that right? 

Mr. Smiru. ODM has said that each case would have to be con- 
sidered on an individual basis. 

Mr. Suoupson. The result is that the industry, as small as it is and as 
critical as it is, has no assurances with respect to the future at all. 

Mr. Smiru. That is correct, sir. 

Mr. Srpson. And it is a declining industry. 

Mr. Smiru. I do not know. We are going through a rate of hydro 
development that is higher than it has ever been in the history of the 
country. The hydro potential of the United States is, according to 
the Federal Power Commission, somewhere around 100 million kilo- 
watts, of which as of the end of 1957 less than 27 million kilowatts has 
been actually developed. 

However, the rate of development at the moment is about 2,500,000 
horsepower per year. It would be about 2 million kilowatts per year. 

However, Federal Power Commission estimates of undeveloped 
hydro do not take into consideration economic factors so that I have 
some reservations about the Federal Power Commission estimates. 

I would be more inclined to think that about half of their estimate 
would be accurate. 

Mr. Srmpson. So far as the manufacturing industry in this country 
is concerned, and it is to that I refer, it is a declining or will decline 
if we do not protect it to some degree ? 

Mr. Smrru. It will decline rapidly. 

Mr. Stmpson. And if it declines rapidly we will depend on this for- 
eign manufacture for the hydropower system of this country. 

Mr. Smiru. That is correct. 

Mr. Srupson. We will be taking unnecessary hazards, will we not, 
with respect to national defense ? 

Mr. Smiru. That is my point in appearing here, sir. 

Mr. Srmmpson. This is repetitious, but it is such a trivial amount of 
volume of business it seems to me you should have absolute protection 
in what you are asking. 

Mr. Sorrn. Yes, sir. 

Mr. Srwpson. This that you seek is the only means by which we can 
have security for your industry. 
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Mr. Smirn. I do not think it is feasible to provide any sort of tariff 
protection unless it would be in the form of equalizing labor rates. 

But my own feeling, and I believe this is the feeling of not only 
everyone in our own industry, but everyone pretty much in the gen- 
erating equipment industry, is that this equipment is inherent to our 
national security. 

The source of power supply is basic in the United States. 

Mr. Srapson. What you are recommending, then, is a quota and 
absolute bar against it? 

Mr. Smiru. Yes, sir. 

Mr. Simpson. I believe you would not rely upon foreign countries 
voluntarily agreeing to limit exports of their products into our coun- 
try as a sufficient security upon which to jeopardize our future, would 
you, or to risk our future? 

Mr. Smrru. I would certainly hate to have the future of my own 
company dependent purely on that. 

Mr. Stmpson. On the foreigner’s grace? 

Mr. Smirn. Yes. 

Mr. Srwrson. That seems to be something new which is being added 
to our international trade relationship, to allow the foreign country 
to allegedly voluntarily say we are going to limit this or that item 
to the United States, so that they can be prosperous over there while 
we suffer here at home in our own country. 

The Cuarrman. Are there any further questions of Mr. Smith? 

Mr. Jenkins will in quire. 

Mr. Jenkins. Mr. Smith, I think you stated here that you have 
two primary turbine plants, one located in Springfield and the other 
located in York. 

Mr. Smiru. Mr. Jenkins, of the five companies in the industry there 
are two who are dependent on the turbine business. That is prac- 
tically their only product. There is some miscellaneous related equip- 
ment that goes with turbines, but basically there are two companies 
that are dependent entirely on the manufacture of hydraulic turbines 
for their existence. 

Mr. Jenxrns. One is in Springfield, Ohio, and the other is Ham- 
ilton ? 

Mr. Smiru. One is at Springfield, Ohio; our own company is at 
York, Pa. 

Mr. Jenxrns. I am not saying you are making a complaint, but you 
havea right to make a complaint. 

Just briefly, what are you recommending ? 

Mr. Smirn. What I am saying, sir, is that I think it is to our Na- 
tion’s interest to provide that the source of our electric supply in the 
United States should all be developed by American built equipment, 
and it is folly for us to jeopardize the source of our electric energy 
for a very small dollar amount that would go into our total foreign 
trade if we permit unlimited foreign imports. 

Mr. Jenkins. In other words, it would seem to me that you are in 
a vital American business and that you ought to be permitted to 
operate it in accordance with the best public interest and national 
security. 

Mr. Smirn. That is true, sir. 


24093—58—pt. 23 
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Also, I think it is fair to say, and I did say this in my statement, 
that so far as I know, throughout the world in any of the countries 
that have a domestic hydraulic turbine business, they do not go outside 
of their own country for their supply of that equipment. 

Mr. Jenxrns. That is all, Mr. Chairman. 

The CHarrMan. Mr. King will inquire, Mr. Smith. 

Mr. Kine. Mr. Smith, I think I understood you to say that the pro- 
duction of this equipment is at an alltime high or close to an alltime 
high. 

Mr. Surru. I think that is true, sir. But sales of hydraulic turbines 

vary considerably from one year to the next so that a large volume 
in one year is required to carry over for several years of annual sales 
at one-half to one-tenth the volume of a high year. 

Mr. King. What proportion or percentage of such equipment used 
in this country comes from abroad ¢ 

Mr. Smiru. I do not believe I can give you offhand the figures. All 
of this, as you know, has come up only in the last 4 years subsequent 
to the change in administration of the Buy America Act. 

There is about 1,500,000 horsepower on order now abroad and there 
is a little less than 5 million on order from the domestic industry. 

So your one million five represents something a little better than 
22 percent. 

Mr. King. When you say a million five, that represents roughly 
the importation. 

Mr. Sairu. I am talking of a million five as 1,500,000 horsepower 
and that represents the capacity that is now on order with foreign 
manufacturers. 

In other words, better than 22 percent of the equipment that is now 
on order for installation in the United States has been ordered from 
abroad. 

Mr. Kine. That is all, Mr. Chairman. 

The CuairmMan. Are there any further questions ? 

If not, Mr. Smith, we thank you, sir, for coming to the committee 
and giving us the benefit of your views. 

Mr. Smiru. Thank you, sir. 

The CuHatrmMan. Our next witness is Mr. Charles B. Shuman. 

Mr. Shuman, although we recall your appearances before the com- 
mittee in the past, for the purpose of this record will you identify 
yourself by giving your name, address, and the capacity in which 
you appear ¢ 


STATEMENT OF CHARLES B. SHUMAN, SULLIVAN, ILL., PRESIDENT, 
THE AMERICAN FARM BUREAU FEDERATION 


Mr. Suman. My name is Charles B. Shuman, Sullivan, IIL, presi- 
dent of the American Farm Bureau Federation. 

I have with me Mr. Herbert E. Harris, and Mr. George J. Dietz. 
Mr. Dietz is director of our department of international affairs and 
Mr. Harris is assistant director. 

Mr. Mason. I want to call the chairman’s attention to the fact 
that Mr. Shuman isa product of Illinois. 

The Cuatrman. Mr. Shuman, will it be possible for you to complete 
your statement in the 20 minutes allotted to you? 
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Mr. Suuman. Yes, sir. It will not take quite that long, sir. 

The Cuatrman. Without objection, your entire statement and ap- 
pendixes will be included in the record. 

Mr. Suuman. That is appreciated. I have a very brief summary 
statement and will file the complete statement for the committee. 

The Cuarrman. <All right. 

(The material referred to is as follows :) 


STATEMENT OF CHARLES B. SHUMAN, PRESIDENT OF THE AMERICAN FARM BURZAU 
FEDERATION, WITH REGARD TO THE EXTENSION OF THE RECIPROCAL TRADE AGREE- 
MENTS Act, H. R. 10368 


We appreciate the opportunity to present the views of the American Farm 
Bureau Federation with regard to the extension of the reciprocal trade agree- 
ments program. 

Farm Bureau has supported the reciprocal trade agreements program since 
its original enactment in 1934. The American Farm Bureau Federation cur- 
rently supports the extension of the Trade Agreements Act for a 5-year period. 
A long-term extension under H. R. 10368 is an important measure for expanding 
2-way trade. 

We would like to insert into the record that portion of Farm Bureau policies 
on international affairs which deal specifically with the reciprocal trade agree- 
ments program as adopted by the elected voting delegates of the member State 
farm bureaus to the 39th annual meeting (attachment I). We wish to insert 
specific examples of restrictions imposed by other countries that reduce United 
States agriculture’s ability to export (attachment II). We will also make 
recommendations for improvement in H. R, 10368. 


RECIPROCAL TRADE AND NATIONAL SECURITY 


Our national security is strengthened by keeping international trade at a 
high level. 

Trade has contributed greatly to the economic recovery of the nations of the 
free world. It is clear that the United States has a real stake in expanding 
mutually profitable trade with these nations. Our foreign-trade policy, par- 
tially implemented through the reciprocal trade agreements program, is a 
major national policy with important and far-reaching effects. National se- 
curity can best be maintained with an increasing number of allies each with 
sound economies. 

We must face the fact that if the Congress fails to extend the act or adopts 
amendments crippling its effectiveness, United States exports will sharply de- 
cline. First of all, there will be swift retaliation by the governments of the 
countries that are adversely affected. Whether we like it or not, many of these 
nations finding the door to the United States market closed, or partially closed, 
will orient trade to markets where they can do business. We may find our- 
selves isolated—not by foreign intrigue, but as a result of our own action. 

No one is exposing top secret information when they say the Soviet Union 
is stepping up international trade. It is our understanding that they plan even 
greater economic offensives. We are told that we must meet the Soviet chal- 
lenge in the field of economic competition. American agriculture welcomes the 
challenge. 

We acknowledge that national security is of prime importance; however, I 
have not directed a large portion of this statement to this aspect of the pro- 
gram. Iam sure that this phase of the subject will be thoroughly dealt with 
by witnesses better qualified in this field than I am. However, I do want to 
say something about the economic aspects of the reciprocal trade agreements 
program—what it means to the United States economy and particularly what 
it means to United States farmers. 


RECIPROCAL TRADE AND THE UNITED STATES ECONOMY 


Farm Bureau is well aware of the importance of trade to agriculture. Trade 
means dollars for farmers. One of the basic objectives of Farm Bureau is to 
help farmers secure high per family net incomes. 

The reciprocal trade agreements program is not a new program. It has met 
the test of time. It has been a basic national policy of this country for 24 
years. It is not unreasonable to contend that the high and increasing standard 
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of living enjoyed in our country during the past 25 years can be attributed in 
substantial part to the fact that we have had the trade program. 

Almost 15 percent of United States farm output moved into export channels 
in 1957. Close to 80 percent of our record exports went to countries with whom 
we have reciprocal trade agreements (see attachment III). As much as two- 
thirds of our total exports to these countries moved under some form of trade- 
agreements concession to the United States. 

The United States is the world’s greatest trading nation. In 1957, the value 
of our exports was nearly $20 billion, while imports were around $13 billion. 
In recent decades, we have consistently exported more than we have imported. 
Some of the difference has been made up by our customers providing services, 
by travel of United States citizens abroad and through investments by American 
firms. But even including these factors, a serious imbalance still exists. 

In 1957, international trade provided jobs directly for over 4.5 million 
Americans ; about 7 percent of the total employed labor force in this country. It 
seems clear that our own economic self-interest demands a continuation of the 
trade agreements program. Moreover, sound, two-way trade can be expanded to 
provide widening opportunities to sell in world markets. 

In overall balance the people of the United States profit from two-way trade. 
Over 24 percent of our imports consisted of raw materials during 1956. These 
imports are necessary if our economy is to stay vigorous and dynamic. They 
are vital to the continuation of our rising standard of living. 

Hconomic development in countries sending us raw materials is important to 
provide us with an increasing supply of these products. Capital must flow from 
the developed to the underdeveloped countries to create a basis for expanding 
mutually profitable trade. 

The underdeveloped countries offer large potential markets for products of 
the United States economy. These markets will grow as the standards of living 
in these countries gain. We would like to think in terms of establishing real 
and permanent markets for our farm products in these countries. 


RECIPROCAL TRADE AND UNITED STATES AGRICULTURE 


At this point I would like to stress the importance of the reciprocal trade 
agreements program to United States agriculture. Farm Bureau considers this 
legislation more fundamental to the development and maintenance of long term 
permanent foreign markets than such temporary programs as sales for foreign 
currencies under Title I of Public Law 480. It is also preferable to a permanent 
policy of large appropriations for the foreign aid program. Therefore, as pro- 
ducers, exporters, and taxpayers, our farmers have a major stake in the ex- 
tension of the program. 

Agricultural exports in fiscal year 1956-57 amounted to $4.7 billion (a record 
level). About 42 percent of our exports moved under direct government pro- 
grams such as sales for foreign currency, gifts and barter (Title I of Public 
Law 480 accounted for 19 percent). Sales for dollars increased by $648 million 
with cotton sales under the cotton export subsidy program accounting for 75 
percent of the increase. The following table indicates fiscal year 1956-57 ex- 
ports by principal commodities and the amounts moved under direct Government 
program : 

Agricultural exports fiscal year 1957 


[Millions of dollars (estimated)] 




















| 
| Exports under| Percentage 
Commodity Total | Government} Outside of | under Gov- 
exports programs ! programs ernment 
programs 
aR 958 655 | 303 | 68 
a ae ee ainaueeiheeat | 361 227 | 134 63 
Sega uc 190 134 | 56 71 
i edie 91 9 82 10 
\ ee Se eee ee ee 1,115 525 590 47 
Livestock products (dairy)..........-....--.--- 700 240 460 34 
Vegetable oi] and oil seeds..............._.._--- 455 135 320 : 
Fruits and vegetables. _......................-- 363 25 | 338 7 
a anal 340 30 | 310 9 
Sibi be tedtitmictancsd ne wan wiskeciteninn wrnideepen 151 20 | 131 13 
ie ce pitttiseccnadonbabaeebiver Cenkeod 4, 724 2, 000 | 2, 724 42 








1 Programs: Public Law 480, all titles, mutual security 402, Export-Import Bank loans (only $70 million). 
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If we included the exports made possible by subsidizing the sales price, we 
estimate that about 70 percent of our agricultural exports were the result of 
Government assistance. For example, every bushel of wheat and every pound 
of flour that we export carries some kind of Government subsidy. 

Although Farm Bureau sponsored the original Public Law 480 legislation, 
we have continued to emphasize the point that Public Law 480 is a temporary 
program. We have said that it is imperative that American agriculture not be- 
come overdependent on these types of sales. A program of sales for foreign 
currency can benefit American agriculture only a limited length of time before 
markets start orienting to this way of doing business. The trade becomes ac- 
climated, as it were, to such sales. In short, customer nations start to con- 
sider—unconsciously or consciously—the Public Law 480 operations as a normal 
part of commercial trade. There are indications that just this already has 
happened in some instances. We view with serious concern evidence that some 
countries are adjusting their dollar exchange so that very little of it is used 
for the purchase of American farm products. They are taking for granted that 
they will be able to purchase a substantial portion of their food and fiber needs 
from the United States with local currency. This places United States farm 
products in a very vulnerable position and jeopardizes future dollar markets. 
Agriculture’s primary task in the export field is to develop dollar markets for 
its products on a permanent basis. 


FARM EXPORTS TO TRADE AGREEMENT COUNTRIES 


Maintenance of a high level of exports is of great importance not only to the 
producers of export crops but also to the producers of all other agricultural com- 
modities. If we lose our export outlets and find it necessary to take out of produc- 
tion the 60 million acres of cropland now devoted to the production of com- 
modities for export, this land undoubtedly will be shifted to the production of 
other commodities such as dairy products, beef cattle, hogs, fruits and vegetables, 
poultry and poultry products. This increased production within the United 
States would expand the supply of these commodities, and consequently reduce 
the price and income of the producers now raising such commodities. As re- 
gards specific commodities, over 90 percent of our soybean exports, 80 percent 
of our cotton exports, and a like percentage of our fruit and fruit products 
exports, and about 75 percent of our unmanufactured tobacco exports moved 
abroad under a trade agreements concession. As shown in attachment IV, sup- 
plementary farm products imports have remained fairly constant during the 
postwar period. In contrast, our agricultural exports are currently at an alltime 
record level. There is almost a 3-1 ratio of farm exports when compared with 
supplementary imports (see attachment V). 

In addition to the tariff concessions obtained, these trade agreements are 
important to United States farmers because of the provisions they contain 
regarding the gradual liberalization of the import restrictions that many for- 
eign countries have imposed for balance of payment reasons. 

A substantial amount of trade liberalization has taken place in recent years 
on the basis of these provisions. 

Details as to the trade liberalization of specific countries in the agricultural 
field are contained in attachment VI. 

Considering strong protectionist trends in most food-deficit countries, it is 
unlikely that the United States would have obtained this degree of agricultural 
trade liberalization, had it not been for the obligations those countries had 
accepted under GATT or other trade agreements with the United States. 

However, many important countries have not yet liberalized large sectors of 
their agricultural import trade. The extension of the Trade Agreements Pro- 
gram will give the United States an opportunity to impress upon other countries 
the desirability of taking further steps toward liberalizing their imports of our 
agricultural products. 

We do not mean to talk in general or abstract terms in this regard. There are 
specific laws, regulations and policies individual countries are now employing 
which are causing bottlenecks for expanded exports of United States farm 
products. We have included as attachment VII a list by country of some of 
these “bottlenecks.” We strongly recommend that in future negotiations the 
United States delegation place special emphasis on obtaining liberalization and 
elimination of these impediments to trade. 
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RECIPROCAL TRADE AND THE COMMON MARKET 


There is still another reason why we consider it important that the Trade 
Agreements Program authority be extended for 5 years. The common market 
treaty among six European countries which became effective on January 1st of 
this year is of critical importance to American agriculture. We are told that 
trade within this community will be freed by progressive elimination of tariffs 
and quantitative restrictions; while applying a common tariff to imports from 
third countries. Ultimately, they plan to develop a common agricultural policy 
and common agricultural policy and common agricultural institutions. There 
are indications that the common market will be broadened. 

Together, the six countries of the common market form by far the largest 
foreign market for our farm products. In fiscal year 1957, United States 
agricultural exports to these countries amounted to $1.3 billion or 28 percent 
of all United States agricultural exports. Secondly, this market has been 
predominantly a dollar market. American farmers have a real stake in pre- 
serving and expanding exports of farm products to this area. 

The six countries are all members of GATT. This is of increasing importance 
to the American farmer because GATT offers an opportunity to work for the 
safeguarding of the traditional interests of our farmers in the European market. 
As the delegates to the last annual American Farm Bureau Federation conven- 
tion stated, “the common market can broaden the market for United States farm 
products if it lowers average restrictions, but it will be harmful if it increases 
restrictions against outside products or results in new preferential arrangements 
with other suppliers.” It is extremely important that the common market be 
closely watched during these formative years. It is far easier to encourage 
favorable consideration for our products at the outlet than to undo an estab- 
lished institution with set regulations. Let us not get caught with a policy of 
“too little, too late.” We need to recognize and assess correctly developments 
abroad and have effective programs to promote and protect the interests of the 
United States. 

It is imperative that the President be given the necessary authority to vig- 
orously protect United States trade interests in Europe and to assure that the 
common market does not act to restrict United States exports. To this end the 
most important factor is the firm expression of Congress that the Reciprocal 
Trade Agreements Program remains a basic national policy and will remain 
so in the coming years. 


UNITED STATES AGRICULTURE'S REPRESENTATION AT GATT SESSIONS 


For some time Farm Bureau has not been satisfied with procedures followed 
by the United States Government insofar as agricultural representation at GATT 
negotiations is concerned. We believe that a greater number of responsible farm 
leaders with a broad interest in the general welfare of agriculture should be 
appointed as advisers to assist in preparing for and conducting negotiations with 
foreign governments prior to entering into such foreign trade agreements. 

We have heard numerous comments that the United States is at a definite dis- 
advantage because foreign countries apparently make greater use of agricultural 
representatives at the negotiations. We would be less than candid if we did not 
say that, if the GATT is to have the continued support of American agriculture, 
the Government should make certain that agricultural, as well as industrial in- 
terests, are adequately and proportionately represented. 


COMPARATIVE ADVANTAGE 


One of the most basic economic truths is that individuals and countries gain 
most when each produces that which he (it) has the greatest “comparative 
advantage.” International trade is built around this principle. The United 
States sends abroad a wide assortment of quality products which, because of our 
technology, specialization, and efficiency, we are best able to produce and export 
for a profit. 

We believe H. R. 10368 would give the President authority under which he 
could reduce the restrictions on trade and thereby facilitate expansion of the 
exports of products we produce relatively most efficiently and most profitably in 
exchange for reciprocal concessions on products which we produce relatively less 
efficiently. The United States would gain not only through the expansion of 
profitable exports, but by imports which improve United States standards of 
living. 
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Most of our exports are products which we produce at least as efficiently as 
other countries. This is true for many of our farm products. It is not accurate 
to assume that most segments of United States agriculture cannot compete with 
the rest of the world. Even in the case of commodities such as wool, where we 
have large imports, the basic problem faced by producers is not foreign compe- 
tition but competition with the rest of American agriculture and industry for 
land, labor, and capital. 

Unrealistically high support programs in the United States on most so-called 
basic farm commodities have protected worid market prices. These programs 
have tended to price us out of the world market during most of the post-war 
period. High price support programs have weakened our competitive position in 
international trade. Our farmers can compete in the world market. They must 
be given a chance to sell quality products for dollars. 


RECIPROCAL TRADE AGREEMENTS PROGRAM NOT A FREE TRADE PROGRAM 


The Reciprocal Trade Agreements Program is not a “free trade” program. It 
is a systematic approach toward reducing the barriers to increased international 
trade. Under the present law the President’s authority to reduce tariffs is highly 
restricted with numerous protections for domestic industry. 

Some of the restrictions on this authority are: 

(1) The President may reduce a tariff only when reciprocal concessions are 
eae by other countries. He is not authorized to reduce a duty on a unilateral 

asis. 

(2) Before negotiations can commence on a trade agreement, the Tariff Com- 
mission must determine for all items on which negotiations are contemplated 
“the limit to which such modification might be extended without causing or 
threatening serious injury to domestic industries.” Should the agreement break 
these “peril points,” the President must report to Congress. 

(3) The so-called “escape clause” has been included in every agreement since 
1943 although it has been a part of the law only since 1951. An industry can 
apply to the Tariff Commission for a recommendaiton of increased restrictions 
on competitive imports by showing serious injury or likelihood of injury caused 
by tariff concession under the reciprocal trade-agreements program. 

Farm Bureau policy for 1958 is as follows: 

“The ‘escape clause’ should be maintained as an appropriate means of avoid- 
ing undue hardship to any industry. Final authority for action under this clause 
should remain with the President in order to assure the proper consideration 
of all factors influencing the Nation’s well being.” 

We believe it is in the best interests of the United States to continue the cur- 
rent procedure for hearing and deciding actions under the “escape clause.” 

If this program is to continue as a method for reducing trade barriers and if it 
is not to be used as a vehicle for increasing overall trade restrictions, it is essen- 
tial that the President retain the authority to take into consideration all the fac- 
tors affecting the Nation before applying Tariff Commission recommendations. 

(4) National Security Amendment.—Farm Bureau policy on this matter is as 
follows: 

“The Tariff Commission has been established by Congress as the body responsi- 
ble for evaluaiing requests for import controls. An amendment to the Reciprocal 
Trade Agreements Act provides that this congressional mechanism can be 
bypassed under the guise of national security. We believe this circumvention 
of the Tariff Commission establishes an extremely unfortunate precedent. Ap- 
propriate action should be taken to correct this situation.” 

We, therefore, recommend that the law be amended so that no action shall be 
taken pursuant to the national security amendment unless the Tariff Commis- 
sion finds that imports are entering the United States in such quantities as to 
threaten to impair the national security. 

(5) Section 22 (Agricultural Adjustment Act).—Increased tariffs or quotas 
may be applied to any commodity, the importation of which is disrupting a Fed- 
eral agricultural program. This is an important agricultural law. While Farm 
Bureau has supported the use of section 22 as a measure for the protection of 
domestic programs, A. F. B. F. has opposed its use when the real objective has 
been to impose trade barriers rather than to protect domestic programs. Fur- 
thermore, the Farm Bureau has worked to revise domestic farm programs to 
insure that they make economic sense to farmers and the national welfare. 

Section 22 contains a number of safeguards designed to prevent abuse. Im- 
port fees may not be imposed at a rate in excess of 50 percent ad valorem. Im- 
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ports may not be limited by quota to less than 50 percent of the quantity of a 
commodity that was imported during a representative period. These provisions 
are intended to prevent section 22 from being used to completely embargo imports, 
and to permit the continued importation of products that might be expected to 
come in in the absence of a domestic-support program. 

(6) Antidumping.—An additional duty must be applied to the importation of 
any product which is being sold in the United States at a price less than in the 
country of manufacture and where such imports are causing injury to a domestic 
industry. 

(7) Countervailing Duties —Whenever a foreign government subsidizes a price 
on a product being exported to the United States, additional duties may be 
imposed to the full extent that the price is subsidized. 

(8) Forced Labor.—Any products produced or manufactured by forced labor 
may be prohibited from importation into the United States. 

(9) Another very important protection is that Congress has the final authority 
under the trade agreements program. It has been necessary to return to Con- 
gress periodically for reenactment of trade agreements, legislation, which has 
provided a recurring opportunity to appraise the program. This periodical re- 
view by Congress has served as a check to insure that the trade agreements 
program is administered as Congress intended. 

However, with all of these protections and built-in procedures for relief, the 
Reciprocal Trade Agreements Program is constantly threatened by special leg- 
islation in Congress increasing the tariff rate on a specific commodity or group 
of commodities. Legislated tariffs threaten the structure of the Trade Agree- 
ments Program because it has been demonstrated that it is difficult to legislate 
an increased tariff for one product without doing so for a whole series of prod- 
ucts. It would also undermine the procedures and safeguards outlined above if it 
were possible to obtain special protective legislation from Congress. 


THE NEED 


Although restrictive amendments adopted in prior years have reduced some- 
what the potential effectiveness of the program, Farm Bureau feels the Reciprocal 
Trade Agreements Program can continue to contribute substantially to the se- 
curity and prosperity of the United States if additional restrictive amendments 
are avoided. 

Protectionists have quickly latched on to the current downturn in business 
activity and employment as an argument for greater import restrictions. A 
similar argument was advanced in 1930 when Congress passed the restrictive 
Smoot-Hawley Tariff Act. Passage of this Act not only failed to halt the down- 
turn but undoubtedly contributed to the development of a worldwide depression. 
The Reciprocal Trade Agreements Program originally was designed to help this 
Nation recover from a recession. Expanded trade means more markets, more 
opportunity, and expanded economy. The dangers of a recession do not indicate 
the need for more restrictions. They emphasize the need for and importance 
of a vigorous trade program. 

Recent developments on the international scene have alarmed many of our 
people. The advent of atomic power, hydrogen bombs, long-range rockets, earth- 
orbiting satellites has intensified the recognition that alliances of the free world 
must be cemented and that inducements must be presented to all freedom-loving 
people to join with the free world. 

Trade—the ability to sell, to earn, to buy is the greatest inducement we can 
offer any nation. Without expanding international trade, free world unity is 
most difficult, if not impossible, to attain. 


RECOMMENDATIONS ON H. R. 10368 


Farm Bureau supports the principles contained in H. R. 10368. 

(1) As stated previously, we feel that a 5-year extension of the President’s 
authority is appropriate for a program that has been a basic national policy for 
24 years. It becomes especially important in view of the common market de- 
velopment. 

(2) The authority to reduce tariff rates (a) 25 percent, (b) 3 percentage 
points, or (c) down to 50 percent ad valorem appears sufficient to allow vigorous 
implementation of the program while maintaining the numerous safeguards to 
domestic industry. We specifically endorse the feature of this bill which allows 
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the authority to be used in a judicious manner by not requiring the President 
to obtain agreements with countries the first year in order to take full advantage 
of the reduction authority. We feel special emphasis should be given to reducing 
the rates on those industrial items which now have tariff rates in excess of 25 
percent ad valorem. 

(3) Farm Bureau does not support section 3 (a) (1) and urges the com- 
mittee to deletg this section from the bill. In effect, this provision would allow 
tariff rates to he increased 50 percent above the highest rates in our history; 
that is, the Tariff Act of 1930. We feel such authority is excessive and that 
the present authority to increase rates 50 percent above the 1945 level is ade- 
quate. 

(4) Farm Bureau also recommends that section 4 be deleted. Instituting an 
escape clause action immediately upon a peril point determination that increased 
restrictions are necessary, is a step away from one of the basic principles of the 
reciprocal trade agreements program—the principle of negotiating trade prob- 
lems before taking action. Unilateral actions taken by one party to a trade 
agreement can cause unilateral reaction by another party. Such chain reactions 
must be avoided as a serious threat to mutually advantageous trade. 

(5) As noted previously, Farm Bureau recommends that the so-called national 
security amendment, 69 Stat. 166 (19 U. S. C. 1352a (b)) be amended by in- 
serting in the first sentence the phrase “by the Tariff Commission” so as to 
make that sentence read as follows: 

“In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any arti- 
cle is being imported into the United States in such quantities as to threaten to 
impair the national security, he shall so advise the President, and if the Presi- 
dent agrees that there is reason for such belief, the President shall cause an 
immediate investigation to be made by the Tariff Commission to determine the 
facts.” 

We recommend approval of H. R. 10368 with the revisions set forth above. 


ATTACHMENT I 
1958 Poricres, AMERICAN FARM BUREAU FEDERATION, INTERNATIONAL AFFAIRS 


RECIPROCAL TRADE AGREEMENTS 


In order to promote a high level of trade among nations the following policies 
should be supported : 

(1) We consider the long-term extension of the Reciprocal Trade Agreements 
Act to be of critical importance to the American farmer and to the Nation as a 
whole. The reciprocal trade agreements program has been a basic national 
policy for over 20 years. It has provided a means toward obtaining an expanding 
economy based on a high level of mutually beneficial international trade and 
unity of the free world necessary for national security. This program is funda- 
mental to the maintenance and development of foreign markets for American 
farm products. Unless foreign customers are given a greater opportunity to 
earn dollars with which to buy our farm products, American agriculture may 
be forced to resort continually to interim programs such as sales for foreign 
eurrency. In order to create the confidence necessary for permanent trade 
relations, it is important to assure stability in our foreign trade policies. 

Continued efforts should be made to negotiate agreements to reduce trade 
barriers, eliminate unfair or discriminatory trade practices, and develop meas- 
ures of international cooperation for the expansion of trade. 

The United States should insist that other nations adhere to their commit- 
ments under reciprocal trade agreements. 

Reduction of duties on those items which are needed for farm production and 
which are a significant factor in the price-cost squeeze should receive special 
emphasis. 

The escape clause should be maintained as an appropriate means of avoiding 
undue hardships to any industry. Final authority for action under this clause 
should remain with the President in order to assure the proper consideration of 
all factors influencing the Nation’s well being. 

Section 22 provides a necessary protection for Government programs and 
should, where necessary, be applied with minimum delay. 
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ATTACHMENT II 


TRADE BARRIERS TO THE IMPORT OF AGRICULTURAL PropuctTs’ 
BELGIUM 


In the summer of 1954 Belgium-Luxembourg and the Netherlands published 
a common list of commodities freed from quantitative controls when imported 
from the dollar area, including such agricultural products as cotton, tobacco, 
coarse grains, canned fruits, etc. For some products, not on the free list, 
licenses are nevertheless granted freely. It goes without saying that commodi- 
ties which are subject to protective measures as mentioned above are also sub- 
ject to quantitative restrictions if imported from the United States. 


CANADA 


Canada controls grain imports through a trade monopoly but admits most of 
the other United States agricultural export products without restrictions. 


DEN MARK 


Denmark has for many years, exercised quantitative control over imports of 
United States farm products by way of foreign exchange regulations and li- 
eensing. Fruits have been especially hard hit, because they have been consid- 
ered luxuries. Cotton, tobacco, oil seeds, rice, sorghums, feedstuffs, raisins, and 
some less important products have been freed ‘from control. 


FINLAND 


Owing to inflationary pressures, Finland devalued its currency and revamped 
its import control system. With the exception of some pasture seeds, United 
States farm products remain subject to trade controls. 


FRANCE 


France never liberalized any important United States agricultural product. 
As a result of a deterioration of its gold and dollar assets in 1957, it deliberal- 
ized all products from the dollar and OEEC area. France also devalued the 
franc by 20 percent. 

WEST GERMANY 


Apart from cotton, tobacco and oilseeds, citrus fruit and some fruit juices 
most agricultural products imported into Germany from the dollar area are 
subject to quantitative control. Such control is not exercised over many imports 
from countries belonging to the Organization for European Economic Coopera- 
tion. Moreover, Germany has bilateral trade agreements with a great number 
of countries, often stipulating import quotas for major agricultural products 
an indication that the United States products are not receiving equal treatment. 

As a result of liberalization measures taken in January 1958, the majority of 
important United States farm products are controlled by means of State trad- 
ing. These products are grains, butter and meat, ete. Raisins, poultry, fresh 
deciduous fruits, edible vegetable oils are subject to other import controls. 

Farm Bureau believes there are no longer valid reasons for imposing quotas 
on the importation of any horticultural products. Liberalization of United 
States horticultural products is called for. 





GREECE 


No quantitative controls on agricultural imports from the United States, im- 
port licenses being automatically issued when deposit conditions met. Only 
exception is grains, still largely state-traded, but purchased principally from 
the United States. 

ITALY 


Nearly all agricultural imports from the United States are subject to license, 
as are those from all except OEEC countries and their overseas territories. 
Imports on private account of most commodities from the latter areas have been 
liberalized. In general, licenses for imports of United States agricultural prod- 
ucts are granted only if the products are considered essential and are not avail- 





1 From official sources. 
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able in Italy or from OEEC countries. The tendency is also to favor imports 
from countries with which Italy has bilateral clearing agreements. Italian 
imports of wheat, which are state-controlled, are obtained insofar as possible 
from nondollar areas, in particular Argentina and Russia. Previously, Italy 
liberalized inedible tallow, cotton linters, and some other minor products. In 
1957 it liberalized cotton, which is the most important farm product the United 
States exports to it. 


NETHERLANDS 


In the summer of 1954 the Netherlands and Belgium published a common list 
of commodities which had been freed from quantitative controls when imported 
from the dollar area, including such agricultural products as cotton, tobacco, 
coarse grains, canned fruits, etc. It is claimed that the Netherlands now permit 
free imports of farm products from the dollar area to the same extent as from 
the OBEC area with the exception only of those United States products which 
enjoy an export subsidy. For some products not on the free list, license may 
nevertheless be granted freely. 

NORWAY 


For the first time in the postwar period Norway liberalized imports of apples, 
pears, peaches, and plums for a major part of the 1957-58 marketing year. Cot- 
ton and tobacco is liberalized and is usually obtained from the United States. 
Grains are subject to state trading and suppliers are determined on the basis of 
price, quality and to some extent on bilateral trade agreement commitments. 


SWEDEN 


The commodities subject to price regulations and centralized imports (i. e., 
breadgrains, meats, eggs, dairy products, fats, sugar, and tobacco) are generally 
subject to control from whatever source imported. Other United States farm 
products are also subject to restrictions, unless specifically liberalized. Swedish 
dollar liberalization list of late 1954 included such important farm products as 
eotton, rice, dried and canned fruits, fruit juices, hides and skins. Tobacco, flax- 
seed, linseed oil and fresh fruits are on the so-called transit dollar list. In these 
commodities licenses are granted freely, when payment is made in transit dollars, 
available at a premium of about 3 percent. 

Sweden freed from licensing requirements in 1957, wheat, rye and other grains, 
flour, live animals, oilseeds, some vegetable oils, margarine and some other 
minor products. However, should import prices fall below the minimum set 
in the new price-support program, import restrictions might be imposed. To 
protect local producers apple and pear imports remain under seasonal restric- 
tions. Tobacco, citrus, and certain other fruits and berries are admitted by 
Sweden without quantitative restrictions, if payment is made in nondollar cur- 
rencies or in so-called transit dollars (i. e., dollars bought through commercial 
banks at a small premium). 


UNITED KINGDOM 


United States grain and cottonseed oil shipments to United Kingdom are not 
only subject to individual import licenses issued for specified periods, but also 
subject to indirect controls and certain exchange regulations. United States 
cotton is permitted entry under open license. Fresh meat and dairy imports 
were decontrolled by the Ministry of Food in 1955, although United States 
butter, cheese and meat imports are restricted to special trade arrangements or 
issuance of individual licenses. Bacon and ham imports are to be controlled in- 
definitely. United States lard is subject to special import regulation. Most 
other agricultural commodities from the dollar area are still prohibited or subject 
to special allocations of dollar exchange varying greatly from year to year. 

The United Kingdom is an example of discriminatory treatment as regards 
fruit. In view of the significance of the United States market, Farm Bureau 
urges that the United States Government negotiate an opportunity for United 
States fruits to compete in the United Kingdom market in a normal commercial 
manner under conditions comparable to those accorded fruits from other coun- 
tries. This means early liberalization of United States horticultural products 
by the United Kingdom. 
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CUBA 


Cuba has no exchange control and requires licenses for importation of some 
agricultural products, i. e., wheat and rice, etc. Import quotas are issued to 
importers of wheat and flour to control the entry of 202,000 metric tons assigned 
Cuba under the International Wheat Agreement. From time to time Cuba 
imposes restrictive measures to limit imports fur a specified time. Imports of 
broken rice are restricted and some dry beans and dairy products are subject 
to quotas. 

CHILE 


Most imports into Chile are subject to license by the National Foreign Trade 
Council (CONDECOR). Licenses are granted according to quotas fixed on 
the basis of the annual foreign exchange budget which is prepared by 
CONDECOR. Items which are not mentioned in any way in the foreign ex- 
change budget or its supplementing regulations are prohibited importation. 
A tax of 15 pesos per United States dollar is assessed on the exchange cover 
authorized for the import license granted. 

The Government agency (INACO) has been the sole purchaser of wheat, beef, 
cotton, and other items. 

BRAZIL 


Imports into Brazil, with few exceptions, require import permits. The principal 
control of trade, however, is through a multiple exchange rate system. All 
commodities, except wheat, petroleum, and newsprint, are divided into two 
import categories, special and general. Exchange certificates are auctioned 
for each category, with high premiums for the dollar. These auctions are 
divided into 3 separate categories, 1 for dollars, 1 for members’ currencies of 
the Hague Club, and the third for all other currencies. This system tends to 
increase the cost of products imported from the United States. 

Wheat imports are made exclusively by the Government and exchange is 
made available outside the auction system. 


DOMINICAN REPUBLIC 


Imports are subject to license, which is issued (without restriction except as 
stated below) upon arrival of imports. Exchange permit is not necessary, but 
all applications for foreign exchange require Government approval, which is 
granted almost automatically for bona fide commercial transactions. 

Agricultural commodities subject to quantitative restriction: 

Rice imports prohibited unless for seed. 

There are no other quantitative restrictions on agricultural commodities. 


HAITI 


Imports into Haiti are not subject to a quota system. Licenses are not 
required for imports of agricultural products, with the exception of tobacco 
products. There is a state monopoly which handles all transactions in tobacco 
products. 

NICARAGUA 


All imports into Nicaragua are subject to license for exchange control pur- 
poses only. 
URUGUAY 


All merchandise imports into Uruguay, regardless of origin or type of exchange 
involved, are subject to exchange control. A prior import permit usually 
assures the importer of the foreign exchange needed to cover his purchase and 
is in effect a license. 

Principal agricultural commodities and import restrictions. 

The following farm products require import permits: 

Cotton Butter Potatoes 
Tobacco Potato seed 


PERU 


Import licenses are not required on agricultural products but there are dis- 
criminatory duties on the following farm products: 


Wheat Barley malt Canned fruit Canned vegetables 
Wheat flour Pears, fresh Dried fruit Tobacco 





| 
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SWITZERLAND 
























Switzerland controls imports of grains and oilseeds through state trading 
i but has no controls on imports of tobacco, cotton, citrus, and some other fruit 
products. In her controls Switzerland does not discriminate against the 
? | United States. 
‘ ATTACHMENT ITI 
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ATTACHMENT IV 


Value of agricultural imports (for consumption), averages 1914-18 to 1949-53 
and annually 1929-30 to 1956-57 * 


| 

| Supple- | Comple- | 
| mentary * | mentary ? | 
| 


| 
| Percentage supplemen- 
_ | tary is of total agri- 
Total agri-| cultural 





Year beginning July 1 




















| cultural a ae 
| | 
| | Imports Exports 
wl 1 sca inn el allel na 
| ees — oe | 
| | 
Average: | Millions | Millions | Millions | Percent Percent 
ed anes $924 $612 | $1, 536 | 60 43 
dhe | 1, 288 | 870 | 2, 158 | 60 54 
Ra gheaia ea Aa Riapeay ale a aete 996 | 1, 252 | 2, 248 | 44 51 
ee i as aes 495 | 574 1,070 46 53 
ee chil 616 537 | 1, 153 | BA) 82 
1930-43.......... Se ede na eee nS 835 631 | 1, 466 57 71 
Sere RE A EEE 2 1, 301 1, 134 | 2, 435 53 rr 
I rs 2a ode oe ee ad 1, 884 2, 417 | 4, 300 | 44 58 
Annual: | | 
I Sa a a 889 1,011 | 1, 900 47 59 
SU ess Sethe caeedcli ai itas ws Sedna tuaipiaie 512 650 | 1, 162 | 44 49 
OE RR ER Se, 375 | 459 | 834 | 45 50 
2a eat 282 | 332 | 614 46 48 
i a ek 419 | 420 | 839 50 53 
a Merge a 498 436 934 53 74 
DI ccc sciteartadsebierk Gubstin eae patie 642 | 499 1, 141 56 84 
ae Be adtiobecen encamped 867 670 1, 537 56 118 
a Daa dhna ea nce 588 567 1, 155 51 66 
SND... ...nc.aebbendee puatannies 486 513 999 49 7 
SOI chs, coe cikese Pe coun 572 667 1, 239 46 78 
MN. Csi. 5. wath ecase gs eeb mere 629 845 1, 474 | 43 180 
ae 769 | 734 1, 503 51 75 
ne Sa i ae 963 379 | 1, 342 7% 64 
IE 1, 244 530 | 1, 774 | 70 54 
ON See a 1,111 618 | 1, 729 64 51 
1945-46_....___- So dicakiciatetecs-raa 1, 033 | 846, 1, 878 | 55 36 | 
CN ae 1, 387 1, 317 2, 704 | 51 38 
tts Sen ee 1, 444 | 1, 418 2, 862 50 41 
so er ees 1, 532 | 1, 469 | 3, 001 51 40 
hs Siig 6 no i tig Le 1, 553 | 1, 625 | 3, 177 49 52 
SRE aS a eT 2, 289 | 2, 858 | 5, 147 44 67 
ag ee 1,971 | 2, 728 4, 699 42 49 
NE ee S29 Ce os Sead as atnnn 1,911 2, 392 4, 303 44 68 
Rg ea Pe a 1, 694 2, 482 4, 176 41 58 
1954-55.......__- ce ae Ew areas 1, 509 2, 272 3, 781 40 48 
1955-56, preliminary --__............-..- 1, 583 2, 503 4, 086 39 45 
1956-57, preliminary. -.................. 1, 538 2, 262 3, 800 40 33 


1 For values by months, from January 1914 through December 1951. 
2 General imports prior 1934, subsequently imports for consumption. 
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Value of agricultural and total foreign trade, averages 1914-18 to 1949-53; 
annually 1929-30 to 1956-57 























53 ioe - =a 
Domestic exports Imports (for consumption) 
len- Year beginning July 1 | Percent Percent 
gri- Agricul- Total agricul- Agricul- Total agricul- 
tural tural of tural tural of 
aa total total 
ts ae = 
ihe Average: Millions Millions Percent Millions Millions Percent 
og ee ee $2, 163 $5, 227 41 $1, 536 $2, 515 61 
ut PO 5. cist ingen cunens 2, 407 5, 229 46 2, 158 3, 767 57 
43 1924-28 .___ widened 1, 948 4, 871 40 2, 248 4, 196 54 
54 1929-33 __..- hale iokaseig oa 933 2, 596 36 1,070 2,171 49 
51 DI SA ocd dedewebua 748 2, 700 28 1, 153 2, 260 51 
53 SS «SS kit cenndeanee 1, 184 7, 776 15 1, 466 3, 033 48 
82 |, Re eRe - 3, 199 12, 046 27 2, 435 5, 373 45 
71 1949-53... P oausen 3, 241 13, 725 24 4, 300 9, 922 43 
41 Annual: 
58 I inch ch Mecaskbeivat kn celeste 1, 496 4, 618 32 1, 900 3, 849 49 
DE cst iiclaghionuamaneans 1, 038 3, 032 34 1, 162 2, 432 48 
59 PE ete tiuncunsckiwdketee 752 1, 908 39 834 1, 730 48 
49 a 590 1, 413 42 614 1, 168 53 
50 Rictiwinh thincunennawis 787 2, 008 39 839 1, 674 50 
48 MR intin So hwinenaaseedh 669 2, 085 32 934 1, 789 52 
53 Sa 766 2, 375 32 1, 141 2, 208 52 
74 eee 732 2, 791 26 1, 5387 2, 892 53 
84 | iat itkainndenn dete 891 3, 362 27 1, 155 2, 331 50 
118 | i at. dnsdamkdiwe seus 683 2, 885 24 999 2, 079 48 
66 Sth divcsmeconnedded 738 3, 744 20 1, 239 2, 448 51 
71 ete ie tea dangetad 350 3, 959 9 1, 474 2, 809 52 
78 1941-42._._._- biacwaeel 1, 032 6, 451 16 1, 503 3, 074 49 
180 1942-43.....-- in aeeaehedl 1, 497 10, 028 15 1, 342 3, 015 45 
75 | Ee 2, 305 14, 698 16 1, 774 3, 818 46 
64 | i RE eee 2,191 12, 549 17 1, 729 3, 965 44 
54 SNE ecacctindomenncavess 2, 857 8, 468 34 1, 878 4, 222 44 ! 
51 1946-47._..._- hiseweste’ 3, 610 12, 725 28 2, 704 5, 386 50 | 
36 1947-48____ _- ied Sani ea 3, 505 13, 799 25 2, 862 6, 320 45 i 
38 1948-49____ wal 3, 830 12, 690 30 3, 001 6, 971 43 FH 
41 SR ncse testi P 2, 986 10, 104 30 3, 177 7, 026 45 | 
40 PR etc. ce oooesuee 3, 411 12, 598 27 5, 147 10, 754 48 
52 ae eee 4, 053 15, 571 26 4, 699 10, 452 45 q 
67 sso sc swerve Seas 2,819 15, 126 19 4, 303 10, 887 40 | 
49 | | 2, 936 15, 226 19 4, 176 10, 498 40 | 
68 Se ee eo cnnnedat 3, 144 14, 927 21 3, 781 10, 428 36 | 
58 1955-56 preliminary. ----.-- 3, 496 16, 896 21 4, 086 12, 095 34 j 
= 1956-57 preliminary - -----. 4, 724 20, 655 23 3, 800 12, 672 30 
5 
33 arenes ; - , 
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ATTACHMENT V 


AGREEMENTS 


ACT 





Value of United States foreign trade in agricultural products, July 1, 1956, 


through June 30, 1957 


[1,000 dollars] 





| Exports 





Commodity or commodity group (domestic) 
SUPPLEMENTARY 
Cotton and linters, unmanufactured __- be 1, 125, 808 
Wheat, grain_...- sa ita Sst i 2 817, 886 
Wheat flour_-.-.-- BEN Beatin caged ne z 113, 236 
Rice 5 tee atten debenel a 173, 267 
Corn sas 211, 080 
Oil cake and oil cake meal___-- ees 34, 350 
Other feed grains, feeds, and fodd ers____- 149, 974 
Se 209, 899 
Vegetable oils (expressed) -- ere 244,771 
Animals, live (excluding poultry) -_ 16, 867 
Lard AEE edie stndioaad i 81, 181 
Tallow (inedible) BS ascertains 2 110, 348 
es cnatbioe ’ a 95, 069 
Hides and skins__ aes Len 63, 453 
Poultry and eggs and egg products. abel teint 45, 775 
te i oan ame eenekeanesSbonoannae 11, 706 
is a teed decane onan 15, 950 
Condensed and evs ape rated milk aa 37, 502 
Milk powders (whele and nonfat) -- EO os cana ai 50, 658 
Tobacco, leaf a a a ee 339, 500 
Rath enhaeid nse nd man 59, 722 
Diciduous fruits, fresh_.............-------- 17, 496 
ita std SecpaeSimsiminl 40, 912 
Canned fruits and juices............-- 85, 784 | 
Other fruits and preparations. -- 26, 094 | 
ieee Eke ei tadebdheaneanatobonsnenkossovann 1, 307 | 
Wool, unmanufactured (excluding free in bond) .. 15, 340 
Food for relief or charity jriccieee ; wba 158, 771 
Other supplementary (imports) .................-.-.--.- ? 
his tite de ineandanctwiecnerenbbupeguienhs tne a 4, 353, 706 | 
COMPLEMENTARY 
ee eo. dk aabdaneunwiinwocheuembmnedt 0 | 
Ww ool, unmanufactured (free in bond)--.-------------- | 
TN int Dill on barkcewniedongedeiisamiaine 0 | 
Cocoa or cacao beans... --.--- ia Sa é 0 | 
as ta teins al aime 16, 126 | 
a a eegiaiameaand 0 
Rit coaadiicinn cbs ke dnwes eWedemown 2, 535 
I ti arta tiemctimenntawwtinbadieen wistasaapelidinnitheiiin 33 | 
Other comple ments ary (imports Riko dectitininiaanaidncmebpbwie apie os 
Other aeraceiral (exerts)... .... ncn no-one ccieidiiciee 351, 371 | 
Total: | 
a hee eeainuaind j - | 
NE os ccicaninentinetnatiqndnnbaccswes / 
ae cee esiulncpainin vain uilamiabs | 4, 723, 771 





1 Excludes wheat unfit for human consumption. 


Compiled from official records, Bureau of the Census, January 1958, 


Imports 
(for con- 
sumption) 


19, 


925 


2,016 





27, 770 


, 062 
. 977 
, 141 
5, 025 
, 065 | 
, 069 
, 808 
), 641 


, 594 
, 558 | 
, 152 


71, 636 


ports (+4 


import 


| 
| Net, ex- 
| (—) 


+1, 105, 883 
+815, 870 
+-112, 926 
+-171, 710 
4+-208, 756 

+-28, 693 
+-76, 344 
+-164, 554 
+-157, 024 
—12, 992 
+81, 181 
+110, 262 
—38, 988 
+-12, 894 
+-44, 734 





4 12 2, 905 
+ 39. 138 
+-A9, 844 
+1, 431 
—439, 885 
—100, 729 


—122, 141 
—1, 379, 899 
— 53, 065 

— 26, 534 

— 343, 775 


+923, 619 


-+7, 983, 491 
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ATTACHMENT VI 


’ TRADE LIBERALIZATION UNDER GATT By CouNTRY 
Austria: Liberalized, i. e., no quantitative restrictions : 
Cotton. 
Rice. 


Soybean and cottonseed oils. 
Oranges, lemons. 
; Dried fruit. 
Tree nuts. 
Pineapples. 
Certain canned fruit juices (grapefruit and pineapple juices and mixtures). 
Certain canned fruit (pineapples, guavas, grapefruit, and peaches). 
Belgium : Liberalized, i. e., no quantitative restrictions : 
Cotton. 
Tobacco. 
Corn and sorghum. 
Barley and oats. 
Pulses. 
Oilseeds. 
Prunes and raisins. 
Oranges and lemons. 
Canned fruits, nuts, figs. 
Flour and groats, except of wheat and rye. 
Tallow. 
Condensed milk, milk powder. 
Poultry. 
Honey. 
Denmark : Liberalized, i. e., no quantitative restrictions: 
Cotton. | 
Tobacco. 
Oilseeds. 
| Rice. 
Hops. 
Pulses. 
Various seeds. 
Feedstuffs (oileake, bran, etc.). 
Sorghum. 
Undressed hides and skins. 
Casings. 
West Germany : Liberalized, i. e., no quantitative restrictions : 
Cotton. 
Tobacco. 
Oilseeds, 
Vegetable oils, raw, for technical use (inedible). 
Hogfat and tallow for technical use. 
Hydrogenated fats and oils for technical use. 
Dried fruit (except raisins and currants). 
Tomato juice and powder. 
Kegs, liquid, frozen or dried. 
Greece : Liberalized, i. e., no quantitative restrictions: 
Oilseeds. 
Vegetable oils. 
Meats. 
Dairy products. 
Cotton. 
Italy : Liberalized, i. e., no quantitative restrictions: 
Cotton. 
Cotton linters. 
Inedible tallow. 
Hides and skins. 
Oilcake and meal. 
Fats from bones, kitchen and slaughterhouse residues. 


wv Ion ee eee Oe ee we ee wes Se 
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The Netherlands : Liberalized, i. e., no quantitative restrictions : 
Cotton. 
Tobacco. 
Corn and sorghum. 
Rye, barley, and oats. 
Flour and groats, except of wheat and rice. 
Oilseeds. 
Raw vegetable oils. 
Canned fruits. 
Nuts and figs. 
Canned vegetables, except tomatoes. 
Frozen beef and mutton. 
Poultry. 
Honey. 
Norway : Liberalized, i. e., no quantitative restrictions : 
Cotton. 
Tobacco. 
Oilseeds. 
Citrus fruits. 
Nuts. 
Dried fruits. 
Hops. 
Hides and skins. 
Tallow. 
Casings. 
Portugal: Liberalized, i. e., no quantative restrictions: 
Hops. 
Canned meat, fruit and vegetables (except sweetened fruit and capers). 
Sweden : Liberalized, i. e., no quantative restrictions: 
Wheat and wheat flour. 
Rye and rye flour. 
Corn. 
Rice. 
Cotton. 
Dried fruit, nuts, canned fruit, and juices. 
Flaxseed, soybeans, peanuts. 
Crude linseed oil. 
Oilcake and other feeds. 
Hops. 
Smoked and salted horsemeat. 
Hides and skins. 
Switzerland : Liberalized, i. e., no quantitative restrictions: 
Citrus fruit. 
Tobacco. 
Cotton. 
United Kingdom: Liberalized, i. e., under open general license: 
Wheat and wheat flour. 
Rice. 
Corn and sorghum. 
Barley and malt. 
Oats and oatmeal. 
Starches and starch preparations (not packed for retail sale). 
Hops. 
Dried beans, peas, lentils. 
Animal fats, except butter. 
Soybeans, flaxseed. 
Vegetable oils. 
Oilcake and meal. 
Cotton linters. 
Hides and skins. 
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ATTACHMENT VII 


RESTRICTIONS TO EXPANDING INTERNATIONAL TRADE WHICH SHOULD BE ReEpucED 
UNDER THE RECIPROCAL TRADE AGREEMENTS PROGRAM 


Particularly since the war a great many restrictions have been imposed by 
governments: to limit international trade. These, restrictions apply, of course, 
to industrial and agricultural products, and the authority contained in H.R. 
10368 is needed to remove them from both. However, we shall again limit our 
observations and examples to the areas with which we are most familiar—those 
affecting international trade in farm products. 


1. Import licensing and quotas 


Heading the list of restrictions to international trade is import licensing and 
quotas. Three-fourths of agricultural exports go to the so-called “soft currency” 
nations who use import licensing and impose import quotas. There are a variety 
of reasons for the use of these practices. They are imposed (a) to protect 
domestic producers, (b) to conserve certain foreign currencies, particularly 
dollars, (c) to promote markets for home products, (d) to balance trade with 
important marketing areas and (e) to attain predetermined desirable levels of 
foreign exchange reserves. American dollars are one of the hardest and there- 
fore one of the scarcest currencies in international exchange. The dollar short- 
age, including a need to establish adequate dollar reserves, is the principal basis 
given by countries for imposing import quotas. Therefore, the imposition of 
import quotas by foreign countries has been the principal limitation on the 
exports of United States products. 


2. Import duties and taxes 


Import duties are the traditional restrictions to trade. They are imposed for 
the purpose of protecting certain domestic producers from competition from 
abroad. Many duties in effect today are of such an amount as to increase the 
price in consuming countries to a point that either restricts or destroys the 
market. For example, one country bas an import tax on dried skim milk which 
has the effect of doubling the price to the consumers. It makes dried skim milk 
so high that we have little opportunity to expand a market in that country, 
even though the need is great. 


3. Customs procedures 


Customs procedures are needed to account for imports and to evaluate them 
as a basis for imposing duties. Customers proceedures designed to facilitate this 
work are essential. Unfortunately, these procedures are often rigged so as to 
provide additional hindrances to imports. 


4. Health and sanitary restrictions 


It is only logical that a nation control imports to make sure that they do not 
bring in injurious products or introduce plant or animal diseases. However, 
these provisions are also used by protectionist groups to add unnecessary im- 
pediments to imports over and above the duties and taxes. 


5. Foreign exchange manipulations 


Many countries resort to the manipulation of the rates of exchange between 
their own currency and others in order to profit on imports, to increase the com- 
petitive advantage of their exports or as a device for protecting domestic pro- 
ducers, depending upon the administrative policies of the Government. 


6. Government and quasi-government export and import monopolies 


In many countries, governments operate import and export monopolies. In 
the case of export monopolies they determine export prices, the rates of exchange 
on various currencies and other practices which promote their national interests. 
We are particularly conscious of this in American agriculture. Practically all 
major competing exporting countries of all major farm products entering for- 
eign markets operate such export monopolies. The United States is hard pressed 
to find ways of marketing farm products in foreign markets in competition with 
these monopoly practices of other nations. The problem is further complicated 
by the fact that so long as certain United States farm products are priced above 
market levels, the CCC becomes the sole buyer for these products for export. 
In these cases the United States indulges in monopolistic practices similar to 
those of other countries. On the other hand, many American products are 
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priced competitively in world markets. Yet the exporters of these products 
are placed at a disadvantage by the operations of competing monopoly exporters 
and further by monopoly importers. 

7. Private capital discouraged 


The flow of private capital is an essential prerequisite to expanding inter- 
national trade and to improve the United States balance of payments. Many 
countries impose restrictions and handicaps on foreign investment which dis- 
courages its flow. 

The seven points above constitute the major restrictions to expanding inter- 
national trade among nations. These restrictions are all restrictions imposed 
on trade by governments. They are restrictions which limit the exports of 
United States industrial and farm products. They result in contraction of the 
most efficient industries, they result in enforced contraction of the most efficient 
agricultural production. 


Therefore, one part of the foreign trade program supported by the American 
Farm Bureau Federation is to authorize the President of the United States to 
negotiate with foreign governments to reduce or eliminate these restrictions 
imposed against United States products. Along with this authority the President 
must be given some trading stock in the form of United States trade concessions. 

We believe that enactment of H. R. 10368 would give the President the author- 
ity to negotiate agreements which will result in expanding mutually profitable 
trade and in increasing exports of industrial and farm products and still give 
reasonable protection to domestic industrial and agricultural producers from 
disruptive rates of increased imports. 

Mr. SHuman. Thank you. 

Farm Bureau has supported the reciprocal trade-agreements pro- 
gram since its original enactment in 1934. The American Farm Bu- 
reau Federation currently supports the extension of the Reciprocal 
Trade Agreements Act for a 5-year period. A long-term extension un- 
der H. R. 10368 is an important measure for expanding 2-way trade. 

Farm Bureau is well aware of the importance of trade to agricul- 
ture. Trade means dollars for farmers. One of the basic objectives 
of Farm Bureau is to help farmers secure high per family net incomes. 

The Reciprocal Trade Agreements program is not a new program. 
It has met the test of time. It has been a basic national policy of 
this country for 24 years. It is not unreasonable to contend that the 
high and increasing standard of living enjoyed in our country dur- 

ing the past 25 years can be attributed in substantial part to the fact 
that we have had the trade program. 

Almost 13 percent of United States farm output moved into export 
channels in 1957. Close to 80 percent of our record exports went to 
countries with whom we have reciprocal trade agreements. As much 
as two-thirds of our total exports to these countries moved under 
some form of trade-agreements concession to the United States. 

Farm Bureau considers this legislation more fundamental to the 
development and maintenance of long term permanent foreign markets 
than such temporary programs as sales for foreign currencies under 
Title I of Public Law 480. It is also preferable to a permanent policy 

of large appropriations for the foreign aid program. Therefore, as 
producers, exporters, and taxpayers, our farmers have a major stake 
in the extension of the program. 

Agricultural exports in fiscal year 1956-57 amounted to $4.7 billion, 
a record level. About 42 percent of our exports moved under direct 
Government programs such as sales for foreign currency, gifts and 
barter, Title I of Public Law 480 accounted for 19 percent. 

Although Farm Bureau sponsored the original Public Law 480 
legislation, we have continued to emphasize the point that Public Law 
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480 is a temporary program. We have said that it is imperative that 
American agriculture not become over-dependent on these types of 
sales. 

A program of sales for foreign currency can benefit American 
agriculture only a limited length of time before markets start orient- 
ing to this way of doing business. The trade becomes acclimated, 
as 1t were, to such sales. 

This places United States farm products in a very vulnerable posi- 
tion and jeopardizes future dollar markets. Agriculture’s primary 
task in the export field is to develop dollar markets for its products 
on a permanent basis. 

Farm exports to trade agreement countries: Maintenance of a high 
level of exports is of great importance not only to the producers of 
export crops but also to the producers of all other agricultural com- 
modities. If we lose our export outlets and find it necessary to take 
out of production the 60 millions of acres of cropland now devoted 
to the production of commodities for export, this land undoubtedly 
will be shifted to the production of other commodities such as dairy 
products, beef cattle, hogs, fruits and vegetables, poultry and poultry 
products. 

This increased production within the United States would expand 
the supply of these commodities, and consequently reduce the price 
and income of the producers now raising such commodities. 

United States Agriculture’s representation at GATT sessions: For 
some time Farm Bureau has not been satisfied with procedures fol- 
lowed by the United States Government insofar as agricultural rep- 
resentation at GATT negotiations is concerned. 

We believe that a greater number of responsible farm leaders with 
a broad interest in the general welfare of agriculture should be ap- 
pointed as advisers to assist in preparing for and conducting nego- 
tiations with foreign governments prior to entering into such foreign 
trade agreements. 

We have heard numerous comments that the United States is at 
a definite aeeeremna because foreign countries apparently make 
greater use of agricultural representatives at the negotiations. We 
would be less than candid if we did not say that, if the GATT is to 
have the continued support of American agriculture, the Government 
should make certain that agricultural, as well as industrial interests, 
are adequately and proportionately represented. 

The need: Although restrictive amendments adopted in prior years 
have reduced somewhat the potential effectiveness of the program, 
Farm Bureau feels the Reciprocal Trade Agreements program can 
continue to contribute substantially to the security and prosperity of 
the United States if additional restrictive amendments are avoided. 

Protectionists have quickly latched on to the current downturn in 
business activity and employment as an argument for greater import 
restrictions. A similar argument was advanced in 1930 when Con- 
gress passed the restrictive Smoot-Hawley Tariff Act. Passage of 
this act not only failed to halt the downturn but undoubtedly con- 
tributed to the development of a world-wide depression. 

The Reciprocal Trade Agreements program originally was de- 
signed to help this Nation recover from a recession. Expanded trade 
means more markets, more opportunity, an expanded economy. The 
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dangers of a recession do not indicate the need for more restrictions. 
They emphasize the need for and importance of a vigorous trade 
program. 

Recent developments on the international scene have alarmed many 
of our people. The advent of atomic power, hydrogen bombs, long- 
range rockets, earth-orbitting satellites has intensified the recogni- 
tion that alliances of the free world must be cemented and that i in- 
ducements must be presented to all freedom-loving people to join with 
the free world. 

Trade—the ability to sell, to earn, to buy—is the greatest induce- 
ment we can offer any nation. Without expanding international 
trade, free world unity is most difficult, if not impossible, to attain. 

Recommendations on H. R. 10368: Farm Bureau supports the 
principles contained in H. R. 10368. 

1. As stated previously, we feel that a 5-year extension of the Pres- 
ident’s authority is appropriate for a program that has been a basic 
national policy for 24 years. It becomes especially important in view 
of the common market development. 

. The authority to reduce tariff rates (a) 25 percent, (b) 3 per- 
centage points, or (c) down to 50 percent ad valorem appears suffi- 
cient to allow vigorous implementation of the program while main- 
taining the numerous safeguards to domestic industry. 

We specifically endorse the feature of this bill which allows the 
authority to be used in a judicious manner by not requiring the 
President to obtain agreements with countries the first year in order 
to take full advantage of the reduction authority. We feel special 
emphasis should be given to reducing the rates on those industrial 
items which now have tariff rates in excess of 2 25 percent ad valorem. 

3. Farm Bureau does not support Section 3 (a) (1) and urges the 
committee to delete this section from the bill. In effect, this provision 
would allow tariff rates to be increased 50 percent above the highest 
rates in our history; that is, the Tariff Act of 1930. We feel such 
authority is excessive and that the present authority to increase rates 
50 percent above the 1945 level is adequate. 

4. Farm Bureau also recommends that section 4 be deleted. Insti- 
tuting an “escape clause” action immediately upon a “peril point” 
determination that increased restrictions are necessary, is a step away 
from one of the basic principles of the reciprocal trade agreements 
program—the principle of negotiating trade problems before taking 
action. 

Unilateral actions taken by one party to a trade agreement can 

sause unilateral reaction by another party. Such chain reactions 
— be avoided as a serious threat to mutually advantageous trade. 

5. As noted previously, Farm Bureau recommends that the so- 
called “national security amendment,” 69 Stat. 166 (19 U. S. C. 
1352 a (b) be amended by inserting in the first sentence the phrase 

“by the Tariff Commission” so as to make that sentence read as 
follows: 

In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the 
President agrees that there is reason for such belief, the President shall cause 


an immediate investigation to be made by the Tariff Commission to determine 
the facts. 
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We recommend approval of H. R. 10368 with the revisions set forth 
above. 

We appreciate very much this opportunity and will be glad to 
answer any questions. 

The Cuairman. We thank you, sir, for a very fine statement. 

Are there any questions of Mr. Shuman. 

Mr. Reed will inquire. 

Mr. Reep. Mr. Shuman, are you in favor of the removal of section 
22 of the Agricultural Adjustment Act ? 

Mr. Suuman. No, sir. We believe that as long as we have pro- 
grams which are in effect establishing a higher level of prices than 
the market would justify in many cases that it is necessary to have 
section 22. 

The American Farm Bureau Federation is not in support of the 
kind of price support programs that are now in effect. We believe 
that our recommendations on price support if carried out would elim- 
inate some of the need for such measures as section 22. 

Mr. Reep. Then you would not favor the removing of the quotas 
of one-tenth of 1 percent of our wheat production, 800,000 bushels 
annually. 

Mr. Reaioad No, sir; we would not fear the removal of quotas 
on wheat as long as we have this price support program. 

Mr. Reep. There is another agricultural product which enjoys al- 
most complete protection from import competition. Do you favor 
removing that quota on cotton ? 

Mr. Suuman. No, sir; we are not in favor of removing the quota 
at this time. 

On the other hand, we are very strongly in favor of trying to 
change the price supports program so that it is more realistic and so 
that we will be on a more competitive basis. 

Mr. Reep. Now, other agricultural products that are limited by 
quotas are cotton oil, peanuts, peanut oil, flax seed, flax seed oil, oats, 
rye, dairy products, wheat flour. 

You are in favor of the removal of those? 

Mr. Suuman. There are some of those commodities, as the issue came 
up, on which we have opposed the action to institute quotas. I will 
be glad to furnish the committee with any of the details on what our 
position has been, but we have not been on the side of urging quotas 
on many agricultural commodities and in fact have opposed the 
application of restrictions on some agricultural commodities. 

Mr. Reep. Well, I think you will find, if the legislation you recom- 
mend goes through, that these quotas under section 22 will disappear. 

Thank you very much. 

The Cuarrman. Mr. Mason will inquire, Mr. Shuman. 

Mr. Mason. Mr. Shuman, is it not a fact that the agricultural in- 
dustry of the Nation is probably better protected from imports from 
abroad than any other industry in the Nation ¢ 

Mr. Suuman. Well, Mr. Mason, I am not informed on all other 
industries. I do not believe it is better protected than any other. 

The fact of the matter is that we do import, and without undue re- 
strictions, large quantities of agricultural products. We have a table 
which we have submitted which shows the total agricultural products 
imported in the period 1956-57—both the competing and noncom- 
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peting types of products. Total agricultural products are considerable. 

Mr. Mason. I understand that, Mr. Shuman, but the facts are that 
the agricultural industry of the Nation is better protected from im- 
ports through all these quotas that have been placed upon them than 
any other industry. 

Now, Mr. Shuman, you said that about 15 percent of the total 
products of the fs arms of America go into exports and that is about 
right, anywhere along there. 

Can you tell me how much of this 15 percent goes into exports 
because of our foreign-aid program, like giving the wheat to India and 
paying for the shipment and so forth ? 

Mr. Suuman. The gift amount would not be a subst antial amount, 

Mr. Mason. One percent, 2 2 percent, 3 percent of the 15? 

Mr. Suuman. On page 4 of our statement we have a table show- 
ing the total farm exports of $4.7 billion, about $2 billion were under 
Government programs; exports outside of these programs total $2.7 
billion. 

The percentage under Government programs is 42 percent. How- 
ever, most of these are sales for foreign currency and not outright 
grants. 

Mr. Mason. That is under the two Government programs, the give- 
away and the selling on the world market for foreign currency ? 

Mr. SHumaAN. Yes. 

Mr. Mason. That is the 2 billion something? 

Mr. Suuman. Yes, sir. 

Mr. Mason. Which is approximately 40 percent of the total. 

Mr. Suuman. Forty-two percent. 

Mr. Mason. Now, 42 percent of 15 percent, which you say is the 
total, gives about 6 percent and that would leave about 9 percent, 
then, would it not, 9 percent out of the 15. 

Mr. Suuman. Nine percent of our total agricultural production. 

Mr. Mason. Yes. 

Now, you also have said, and we have heard it so many, many times, 
that about 414 million people are employed in the export trade here 
in this Nation. We have heard so many witnesses give us that, but 

not one so far has been able to break that down and say it is broken 
down this way, so, so far we still feel it is a figure that is taken out 
of the air and there is nothing to it. 

Mr. SHuman. Well, I suppose any estimate is at best an estimate. 
I do not think you can actually count them, but I presume the figure 
is based on the percent of our productive capacity as applied to folks 
who are engaged in production. 

Mr. Mason. According to that about 9 percent of those employed 
in the agricultural field would be credited to this 414 million? 

Mr. Sxuman. Yes, I believe that is correct. Fifteen percent of our 
total agricultural output going into export trade of which approxi- 
mately | 9 percent is for dollars and 6 percent is under aid programs. 

Mr. Mason. Then, of course, the building of airplanes and every- 
thing else, as to that part that is shipped abr oad, regardless of whether 
it is foreign aid or not, we would have to credit that part of the 
employment in these aircraft industries to make up this 414 million, 
would we not? 

Mr. SHuman. I do not know that I exactly got your question, Mr. 
Mason. 
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Mr. Mason. We ship abroad, we will say, $100 million worth of 
aircraft, made in this country. That part of the total aircraft, just 
like your 9 — for your farm, would be credited to the workers 
who are working for foreign exports. 

Mr. Suuman. Yes, sir. 

Mr. Mason. And that is about the only way this 414 million can 
be made out ? 

Mr. Suuman. Yes, sir; I think that is correct. 

Mr. Mason. I still feel that this 414 million is a pretty hazy figure 
to get out of the air on that basis and that is the only basis that I 
can figure it and no one has given us a breakdown on it. 

Mr. Suuman. I think in agriculture, which, of course, we know 
best, you could not separate out the person who produces a commodity 
that was to be sold into export from the person who produced it for 
domestic consumption on any other basis except on the overall per- 
centage of how much of the products was exported and how much 
stayed at home. 

Mr. Mason. But you know and I know that the same number of 
farm employees would be employed without this export. 

Mr. SuHuman. On that question, Mr. Mason, I think in agriculture 
we would be very badly hurt if we could not look toward a very large 
section of agricultural production being exported and the possibility 
of expanding these exports. Perhaps what would happen would be 
that these acres would have to produce things which are in competi- 
tion with other farm products, such as livestock, fruit and vegetables, 
poultry, dairy products. 

I think it is in the interest of these segments of our economy par- 
ticularly, the commodities which have not had price-support pro- 
grams. 

Mr. Mason. You know that we sell cotton on the world market to 
Japan, for considerably less than we sell here in this country to our 
cotton manufacturers and then because the foreign cotton manufac- 
turers get it for less cost than our own, in order to keep our own from 
being squeezed out we have to subsidize our own for that difference 
in the world market and our own. 

Is that a pretty sensible arrangement ? 

Mr. Suuman. I would say that this type of program does not make 
sense to some folks. Actually, I know this is a good illustration of 
the fact that we in agriculture have not tried to erect barriers to keep 
all foreign competition out. We have not, the Farm Bureau has not, 
supported the indefinite extension of Public Law 480. We look upon 
it as a temporary expedient to get rid of surpluses and we hope we 
would work rapidly toward going without it. 

As long as unrealistic domestic programs require subsidized exports 
we will have to face the problem of foreign countries selling in com- 
petition with us at the reduced price. 

We have been fortunate in securing a voluntary agreement on the 
part of Japan, for instance, to exercise a control over the amount of 
textile exports to the United States. 

The sales of cotton to Japan have exceeded to such extent the 
amount of their textiles which have been imported in that we think 
it is a mutually beneficial arrangement. 
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Mr. Mason. Now, Mr. Shuman, I think you will agree with me that 
when we had a war, we had to supply the world food, everything was 
all right for us to stimulate the farmers to do their best and put “these 
marginal acres into production and all that with high tea of 90 
percent, say, but after the war was over the need was over, did Con- 
gress not make a tremendous mistake by keeping on with these sub- 
sidies and stimul: ating the farmers to produce this tremendous surplus 
that now bothers us, that we cannot get rid of anywhere? 

Mr. Suuman. Yes, sir; we think that Congress made a mistake in 
continuing that kind of price-support program. 

Mr. Mason. You and I agree on that point at least. 

Mr. Suuman. We « certainly do. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuatrrman. Mr. Simpson will inquire, Mr. Shuman. 

Mr. Simpson. Mr. Shuman, you of course, understand that if we 
do not enact this legislation the existing agreements we have made 
remain in effect. 

Mr. Sucman. That is true. 

Mr. Simpson. What, then, do you mean by saying first of all there 
will be swift retaliation by the governments of countries that are 
adversely affected? Do you mean ‘by our not acting ? 

Mr. Suvcman. It is our view that if the act was not extended that 
we would have, as we already have, renewed pressures from all seg- 
ments of industry to do away with the agreements and the concessions 
now granted, and that we would have the pressure on to go back to 
higher and higher protection rather than moving in the direction 
of freer markets. 

While it was not our intention to imply, that the very failure of 
the act would result in retaliation, we feel strongly that this will be 
the effect of the failure of continuing the negotiation of agreements. 

There is a further point, too. It would be necessary eventually for 
us to withdraw from GATT, which has been a continuing attempt 
to reach agreements on concessions and we think this might cause 
some retaliation on the part of the members of the GATT. 

Mr. Stupson. Every agreement we have in effect would remain in 
effect. 

Mr. Suuman. Yes. 

Mr. Stmpson. Every agreement would remain identical as it is 
today so far as the extension of this law is concerned ? 

Mr. Suuman. Yes, sir. 

The present concessions would remain in effect as long as neither 
party wanted to change it. 

Mr. Srupson. Is it a correct inference that the reason we want the 
extension of the law is to give lower tariffs ? 

Mr. Suuman. It is a correct assumption that the reason for our 
support for the law is that we are in favor of gradually reducing the 
trade barriers between nations. 

Mr. Stmpson. By that you mean reducing our own barriers whether 
they be quotas or whether they be rates ? 

Mr. Suuman. Yes, in exchange for similar reductions on the part 
of other countries. 

Mr. Simpson. If as a result of our experience to date we find our- 
selves with many more restrictions today than there were when we 
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started in this program, keeping in mind that we have traded away 
by far the greater part of our potential, of our rates as they existed, 
in 1934, can you seriously believe that by giving up even everything 
we have now we could accomplish good for industry and interna- 
tional trade? 

Mr. Suuman. We are not advocating giving up all the protection, 
certainly. We are advocating continuing negotiations. We are not 
even defending the GATT as it is now constituted and administered. 

We are not cetendine all of our negotiations. 

We think we have made mistakes; we think we probably have not 
been as good traders as we should have been certainly in the area 
of agric ulture we would hope that there would be more representa- 
tion from agriculture advisers. 

But. overall we believe that moving toward greater freedom of 
trade is in the better interest of the prosperity of “this Nation as well 
as international peace. 

Mr. Sutrson. I mean there are more limitations on free trade in 
agricultural products today than there were in 1934? 

Mr. Suuman. We have made some study of the liberalization from 
other countries. We have that in the attached appendices. 

Mr. Stmpson. Where a license is required, that is, 100 percent 
limitation, set by the other country? It acts as an absolute bar, does 
it not? 

Mr. Suuman. I beg your pardon. 

Mr. Simpson. It is an absolute bar. You cannot plan your pro- 
gram for exporting any farm product if you have to depend upon the 
political grace of the other country. That certainly is not what we 
mean by reciprocity. 

Mr. Suuman. No, we have indicated that in our statement. I 
think, however, that there are a number of countries where we have 
made much progr ess. Greece is a pretty good example of such a 
country. 

We have also made great progress in countries like Belgium, Den- 
mark, West Germany, “and the Netherlands particularly. 

Even in England, where we have areas of need for greater progress, 
we have made a great deal of progress in liber -alizing restrictions on 
fruits and veget tables. 

Mr. Simpson. Yes, but they were completely agreed on along in 
1932. That is why I say when we started the act, when we started 
to pay for these concessions we had reason to believe we would give 
up something and they would give up something and there would 
be reciprocity. 

What you find there is where the market used to be completely 
free it now is completely closed and we have paid for it. 

Mr. SuumMan. Yes, we are in agreement that particular situations 
are not good as far as that goes, but we believe we have made some 
progress since the war. 

Now, if we refer back to the thirties, yes. The war caused many 
changes. 

Mr. Simpson. Would you favor amendments to this bill which 
would give the certainty of representation on the part of agriculture 
in the negotiations affecting « agricultural products? 

Mr. SuHuman. Yes, sir. 
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Mr. Srupson. You will support that? 

Mr. Suuman. Yes, sir. 

Mr. Srwpson. I think that is a very wise way of looking at it, but 
unfortunately, the industries involved in these negotiations are not 
represented in our meetings. 

Thank you very much. 

That is all, Mr. Chairman. 

The Cruamman. Are there any further questions of Mr. Shuman? 

Mr. Harrison. Mr. Shuman, I would like to direct your attention 
to attachments IV and V annexed to your statement. Attachment 
IV would indicate that the imports were almost in balance with agri- 
cultural exports. But when you analyze that in attachment V, you 
find a great deal of the imports were in such items as coffee, raw silk, 
crude rubber, and other things not produced in this country. Is that 
not correct ? 

Mr. SuHuman. That is true. A large segment of our agricultural 
imports are listed there as complementary, which means in effect that 
very little, if any, production of those products exists in this country. 

Mr. Harrison. "Therefore, the statement that shows a lesser balance 
as between imports and exports on a trade basis is actually correct. 
Is that true? 

Mr. Suuman. Yes; although I think in any analysis of foreign 
trade, you would run into this, in any type of industry. You would 
find some of most any industrial group where our production is not 
of the type which is brought into this country. In other words, this 
is true of industrial, art, and other kinds of imports. 

Mr. Harrison. For instance, the export trade balance in dairy prod- 
ucts is very much on the export side, as set out in exhibit V. Is that 
not true? That is, except in the case of cheese, where it all is. Is 
that not right? 

Mr. SuHuman. Yes, butter imports for consumption are practically 
negligible. There are 28 million pounds of cheese imports, but other 
than that, there is very little dairy product importation, whereas we 
do have a very sizable export trade in milk powder, condensed and 
evaporated milk, cheese, and butter. And this is growing, over a 
period of years. We hope that we continue to increase our exports. 
We do not believe, though, that we can do this unless we have the 
extension of the reciprocal trade act. 

Mr. Harrison. The export market, then, under any conditions, is of 
considerable importance, is it not, to American agriculture? Would 
you not say that is an understatement { d 

Mr. Suuman. It certainly is, and particularly the segments of agri- 
culture which produce what are almost byproducts to our domestic 
market here. Take the dairy industry as an example. Condensed 
and evaporated milk and milk powder, and to a certain extent cheese, 
are the surplus type of product that comes in seasonal volume, and 
if we did not have the opportunity to sell huge quantities of these 
abroad and this is an expanding market—we would be in a much worse 
situation as far as the entire dairy industry is concerned. We would 
make this point with particular reference to the fluid milk folks, who 
would have these products more and more competitive in their case. 

Mr. Harrison. What would be the effect on American agriculture 
if Congress failed to extend this program ? 
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Mr. Suuman. I think it would hurt us very badly. As was pointed 
out previously, the present agreements would remain in effect unless 
repealed. But it seems to us that unless there is the authority to con- 
tinue to negotiate for other areas of agreement, we are in danger of los- 
ing many of the concessions we already have. Also, pressure would 
begin to be exercised by all folks who have these competitive products 
coming in, to cancel out the existing agreements; and as each one was 
canceled out, we think that retaliation in many cases would be on 
agriculture, since there would be no authority to make compensatory 
reductions. 

Mr. Harrison. In 1930, was that the history of the enactment 
of the Smoot-Hawley tariff law, that the retaliation came principally 
on career products? 

r. Suman. After the application of the Smoot-Hawley tariff 
we saw great increase in the restrictions on farm imports into other 
countries and great reduction in our sales abroad. 

It was also related, of course, to other things, including the reduc- 
tion in credit grants. But these things did hurt agriculture very 
much in the thirties. 

Mr. Harrison. And was there not an almost wholesale placing of 
quotas against American agricultural products, particularly fruits 
and vegetables, at that time ? 

Mr. Suuman. I am not familiar with the experience with quotas. I 
do recall some testimony given in the early thirties by the late presi- 
dent O’Neil of the American Farm Bureau, in which he pointed out 
that the high tariff for industrial products had caused the reduction 
in the purchase of our farm products from this country. 

The Cuarrman, Are there any further questions of Mr. Shuman? 

Mr. McCarthy will inquire, Mr. Shuman. 

Mr. McCarruy. Mr. Shuman, I do not see any reference in your 
statement that we develop a program similar to what was included in 
the European common market and the coal and steel community under 
the name of readaptation providing for a program for readjustment, 
relocation, in the case of any industry that is seriously hurt and can 
prove it has been hurt, as a result of the liberalization of the trade 
program. 

Mr. Suuman. We have no position on that at the present time. 
Our board does meet next week, and we are going to discuss this in 
further detail. However, we do believe that the Reciprocal Trade 
Agreements Act protect industries adequately from undue harm. 

Mr. McCartnuy. We have received a great deal of testimony from 
particular industries that say that is not the case, of course. 

Mr. Stroman. We realize that. 

Of course, one of the things I have noted in some of the state- 
ments made by folks who object to the reciprocal trade agreements 
program is that many of their fears are as to what might happen, 
not what actually has occurred, and the figures often do not bear out 
the fact that the industry has been unduly damaged. 

Mr. McCarruy. Do you realize we may have to act in this case not 
on what the facts are but on what the people think they are? 

Mr. Suuman. Yes, sir. 

Mr. McCarthy. If your board does come to any conclusion on this 
proposal of which I spoke, I hope you will communicate it to us. 
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Mr. Suuman. Thank you, sir. We shall be glad to advise the com- 
mittee of any further statmeent we might have. 

The Carman. Are there any further questions of Mr. Shuman? 

Mr. Shuman, we thank you very much for coming to the committee 
and giving us the benefit of the views of the American Farm Bureau 


Federation. 
Mr. Suman. Thank you for your time. 
(The following statement was submitted to the committee :) 


STATEMENT OF THE NATIONAL GRANGE ON EXTENSION OF THE RECIPROCAL TRADE 
AGREEMENTS ACT BY JOSEPH PARKER, LEGISLATIVE COUNSEL 


The record of the National Grange for its support of measures to expand in- 
ternational trade is well known. Since the enactment of the Reciprocal Trade 
Agreements Act in 1934, the Grange has consistently supported the principle and 
efforts to expand foreign markets and world trade through the mechanism of 
trade agreements under which tariffs and other barriers to trade may be reduced 
or eliminated on a reciprocal basis thereby providing greater access to the mar- 
kets of the world. 

The Grange believes that regardless of the successes achieved or failures en- 
countered to date we must continue our efforts to expand trade on a reciprocal 
basis. American farmers have a tremendous stake in seeing to it that the United 
States adopts and follows sound economic trade policies which will provide a 
basis for a constantly expanding level of world trade. It must be recognized, 
however, that there are compelling reasons for our looking with considerable 
concern On any attempt to remove recklessly or inconsiderately certain tariffs 
or regulatory measures which have been compelled by circumstances which 
necessarily reflect basic and fundamental differences in the economic and po- 
litical structures of different countries. If we are to make real and continued 
progress in the direction of greater trade and freer movement of goods and servy- 
ices we must be willing to take cognizance of the real and substantial factors 
which underlie the seeming conflict between measures which are designed to af- 
ford a degree of protection to our domestic economy and those having the general 
objective of freer trade. 

Unless we recognize these basic underlying factors and make provision to com- 
pensate for them until such time as appropriate adjustments may be made, the 
entire reciprocal trade concept may be placed in jeopardy. It is essential, there- 
fore, that the removal of tariffs and other protective devices which have been 
established by virtually all countries to afford a measure of economic balance 
or for internal security purposes—even though such removal is in the declared 
interests of expanding trade and improving economic opportunities for the vast 
majority of the people everywhere—nust be carried out or pursued with caution, 
deliberation and understanding. The speed with which existing structures may 
be disrupted is a matter of vast importance and the utmost concern to individ- 
uals or groups of individuals who are directly affected by such action. Time 
and perhaps in some cases compensation in some form should be provided to 
prevent injuries to the few by policies which are adopted and used for the 
benefit of the many. These are factors which have made and will continue to 
make real progress toward expanding world trade difficult. 

Much of the conflict revolving around our trade-agreements program does not 
stem from basic disagreement with the concept of expanding trade by bringing 
about mutually beneficial reductions in tariffs and import restrictions on a re- 
ciprocal basis. Instead the greatest controversy involves the means employed 
to achieve the ultimate objective and the administration of the measures em- 
ployed. Complaints come from progressively widening sources that segments of 
our domestic economy which require some protection against unfair or in- 
jurious competition from imports do not receive adequate consideration in the 
administration of the Trade Agreements Act. There is much feeling that fully 
justifiable needs for some measure of protection to safeguard the well-being of 
our domestic economy are receiving insufficient consideration and are being sub- 
ordinated to extraneous and perhaps overvalued diplomatic objectives contrary 
to the basic guidelines established by the Congress for the administration of 
the act. 
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It must be recognized, we believe, that there is considerable evidence in sup- 
port of some of the complaints which indicate that advice to the President 
against injurious tariff reductions and concessions is diluted and obscured in a 
maze of internal administration and in a mass of executive committees not 
primarily concerned with safeguarding our domestic producers against injury 
or constrained by the necessity of a strict adherence to the basic policy guide- 
lines established by the Congress. 

We believe, therefore, that greater efforts must be made to assure a proper 
administration and exercise of the trade agreement authority to make certain 
that the purposes as specified in the original Trade Agreements Act and the 
safeguards which have been subsequently established are fully respected and 
given effect. 

However important may have been our gains under the Trade Agreements 
Act to date when measured in terms of dollar exports against dollar imports, 
the fact remains that many barriers to the import of United States agricultural 
products still exist in many forms even by countries which do not produce such 
products or produce them in very limited amounts. Any extension of the trade 
agreements authority should, we believe, place a high priority upon the removal 
of these barriers to agricultural markets. Although agricultural exports last 
year were at a record level of about $4,700,000 and with the bulk going to coun- 
tries with which we have trade agreements, the fact remains that about 42 
percent of such exports moved under direct Government programs such as gifts, 
barter, Public Law 480, etc. If commodities which move with the assistance of 
subsidies are included, the figure would approximate 70 percent. Thus, it would 
seem evident that agriculture is in rather a precarious situation as far as foreign 
agricultural markets are concerned. It is our judgment that there are many 
measures available to promote mutually profitable bilateral and multilateral 
trade more effectively and with less danger of disruption and dislocation of our 
own economy, than by relying almost entirely upon simple and direct reduction 
in tariffs. This belief again prompts reference to Grange programs which would 
give farmers greater opportunities to increase foreign markets. 

At the 91st annual session of the National Grange, the delegate body adopted 
the following statement on foreign trade policy : 

“It is the recommendation of the committee that the National Grange, in con- 
formity with existing policy, should continue its support of efforts to expand 
international trade on a mutually benefitting basis, as was originally contem- 
plated under our trade agreements program. 

“In the consideration or development of programs having as their objective 
the expansion or implementation of international trade, the committee believes 
that considerable care should be exercised so as to minimize the impact of such 
programs on domestic agriculture and industry and to avoid any weakening of 
our internal economy. In this connection the committee believes it desirable for 
the National Grange to reemphasize the importance of, and the need for, the 
maintenance, effective administration, and strengthening, if necessary, of the 
provisions of section 22 of the Agricultural Adjustment Act of 1933, to protect 
agriculture against excessive imports, and of section 32 of Public Law 320, 74th 
Congress, to expand markets for, and increase the consumption of, United States 
agricultural products. This reaffirmance is believed necessary because of the 
efforts which have apparently been made to weaken the effectiveness of these 
basic agricultural laws. 

“Similarly, the committee also recognizes that appropriate procedures are 
also necessary to provide effective relief for products not covered by section 22, 
against excessive import competition. The procedures which are presently avail- 
able should be reexamined to determine their adequacy and they should be 
strengthened where necessary to prevent undue injury. 

“In view of the changing purposes and objectives of our trade agreements pro- 
gram which have taken place in recent years, with ever-increasing emphasis 
being placed on the granting of trade and tariff concessions as a means of 
strengthening the economies of other nations of the world as a part of our fight 
against communism, the committee believes that careful review and some 
changes are needed in our trade agreements policy so that no segment of 
American agriculture or industry shall be called upon to bear the entire burden 
of increased imports resulting from such policy. If tariff or trade concessions 
are made to further our foreign policy in the interests of our Nation as a whole, 
then the burden of such policy should be borne insofar as possible by the Nation 
asa whole. It is the belief of the committee that better guidelines and controls 
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need to be established by the Congress to assure fairness and equity to domestic 
producers in the carrying out of policies to expand international trade and it 
recommends that the National Grange should endeavor to develop and support 
policies toward that end.” 

The delegate body deemed it necessary to again emphasize the importance of 
section 22 of the Agricultural Adjustment Act and the need for it being given 
full effect to protect agriculture against excessive imports. This reaffirmance 
is believed necessary because of action taken under the Trade Agreements Act 
which impairs the effectiveness of the Agricultural Adjustment Act which was 
enacted in 1933 by the Congress as a basic protection to agriculture. Briefly, 
section 22 authorizes and directs the imposition by our Government under 
certain specified factual situations of import quotas or import fees to protect 
agricultural programs. In the administration of the Trade Agreements Act, 
representatives of the executive branch of our Government entered into the 
General Agreement on Tariffs and Trade, generally known as GATT, whereby 
our Government in 1947 and again in 1955 pledged that no quota would be 
instituted or maintained on the importation of any produet of any other con- 
tracting party. At the time this pledge was originally made, quotas under 
section 22 were in effect and subsequently others have had to be put into effect. 
As a result, this Nation was subjected to criticism and charged with violation 
of the terms of our pledge. To ameliorate the situation, representatives of our 
Government asked for a waiver of the pledge which had been given. A waiver 
was obtained, but only on condition that the United States would consult with 
other nations before taking further action under section 22, and would remove 
existing quotas on all farm products as soon as circumstances permitted. A 
progress report must be made once a year as to any quotas which are in effect 
and explanation must be given of the reasons therefor. In addition, the countries 
signatory to GATT have declared that the decision to grant the waiver does 
not preclude the right of affected contracting parties to have recourse under 
another article of GATT. This article provides that if no satisfactory solution 
is arrived at, the question of adjustment must be referred to the 35 members 
signatory to GATT for decision. In our judgment, this agreement by represen- 
tatives of our Government committing the United States to a course of action 
contrary to existing specific provisions of law has seriously impaired the ef- 
fectiveness of section 22 and the resultant criticism has not been conducive to 
the promotion of expanded trade. In 1951 section 22 was amended to provide 
that “No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with this section.” It would, therefore, appear to be clear that any extension of the 
Trade Ageements Act at this time should reemphasize this prohibition against 
any agreement in derogation of section 22. 

There are, of course, many products of the United States, both agricultural 
and nonagricultural, which do not receive protection under section 22 and which 
may suffer substantial injury from imports unless appropriate measures are 
adopted to give a measure of protection to domestic producers and at the same 
time do equity to the foreign country involved. For example, the “Farmers of 
the Sea,” tuna fishermen in California, have suffered severely for the last 
several years because nothing has been done to reach a reasonable solution to 
the tuna import problem. In other instances in which complaints have been 
made of severe injury from imports, such great delays have been encountered 
in the utilization of the remedies provided by the Congress as to aggravate the 
problem and to cause unwarranted injury. Admittedly problems of this kind 
are extremely difficult, but they cannot be swept under the rug. The longer 
effective solutions are delayed the greater the problem becomes. It is our belief 
that improved procedures need to be established to see that the safeguards 
in the Trade Agreements Act are applied promptly and in a reasonable manner. 
The achievement of this objective may well include a strengthening and a 
greater use of the United States Tariff Commission than has been made in the 
past in the administration of the trade agreements program. 

It is our sincere judgment that the suggestions made herein by the Grange 
would strengthen the reciprocal trade program by creating greater confidence 
in those who feel that the administration of the program has been one-sided. 

As difficult as the assignment may be, we believe that we must constantly 
continue our efforts to expand trade with our friends abroad on a reciprocal 
and mutually benefiting basis. We must fight against economic warfare con- 
ducted through import restrictions but at the same time we must also protect 
ourselves against economic aggression which might result from the existence 
of excessive disparity in the factors of production. 
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CHERRY INSTITUTE, YAKIMA, WASH., 
March 6, 1958, 
Hon. WiLsur D. MILs, 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 


DeaR CONGRESSMAN Mitts: You will find accompanying this letter certified 
copies of two resolutions which were adopted by unanimous vote of the members 
of the Cherry Institute at the annual meeting of the membership held in Yakima, 
Wash., February 8, 1958. 

The resolution regarding H. R. 10368, on which your committee is now con- 
ducting oral hearings, we especially call to your attention at this time. The 
cherry growers of this State, together with those of all other major producing 
States, have heretofore registered their emphatic opposition to legislation which 
provides for additional and progressive reductions of import duties over a period 
of years, in this bill a 5-year period. ‘To this may be added another 4 to 5 years 
if a 25 percent reduction is made effective in the 5 years of the proposed exten- 
sion. We feel this is a dire threat to our industry and to other segments of 
the fruit industry similarly situated; notably figs, dates, and edible nuts. We 
emphatically object to any extension of the authority to negotiate or provide 
for tariff reductions beyond the effective period of the enabling legislation. 

We respectfully call your particular attention to that portion of our resolution 
dealing with the escape clause. The cherry growers have, along with other 
industries, endeavored in the 1955 Extension Act to amend the Trade Agreements 
Act to provide for clear and unmistakable recognition of the right of the pro- 
ducers as essential and interested parties in peril point or escape clause proceed- 
ings involving any processed product produced from raw materials supplied by 
domestic growers or producers. The Extension Act of 1955 purported to amend 
the Trade Agreements Act in this regard, but it is still ambiguous and subject 
to various interpretations. 

The right of the grower or producer to intervene as interested and essential 
parties in peril point or escape clause proceedings involving the processed or 
finished product, such as maraschino and glace cherries, should be clarified in 
unambiguous and unmistakable language. 

The other resolution enclosed herewith was adopted in anticipation of the 
administration’s announced intention to have a bill introduced at the present 
session of Congress similar to H. R. 5550 introduced in 1955 and H. R. 6630 
in 1956, providing for approval by the United States to the proposed Organiza- 
tion for Trade Cooperation. 

We shal be glad to furnish your committee with our reasons for taking this 
position when the bil is before your committee for consideration and hearings. 

Respectfully yours, 
CLARENCE LITTLE, 
Secretary-Treasurer. 


RESOLUTION OF YAKIMA CHERRY INSTITUTE REGARDING (H. R. 10368) 


February 8, 1958. 

Whereas the cherry growers of this State of Washington are vitally interested 
in any legislation relating to tariffs on imports of foreign cherries or regulation 
of such imports; and 

Whereas imports of foreign cherries, in finished form, have increased tre- 
mendously in recent years, from fewer than 150,000 pounds in 1950 to more than 
4 million pounds during the first 9 months of 1957 ; and 

Whereas the production, processing and delivery costs of the imported cherries 
are known to be far less than the minimum costs applicable to American cherries, 
and production of foreign cherries available for export to the United States 
is rapidly increasing ; and 

Whereas the duty rates on imports of foreign glace and maraschino cherries 
have been substantially reduced under the Reciprocal Trade Agreements pro- 
gram, and the present rates are entirely inadequate to give the domestic cherry 
producers reasonable protection in their own domestic markets ; and 

Whereas the expiration next June of the present Reciprocal Trade Agree- 
ments Act has given rise to various proposals for legislation by Congress to 
renew or replace that act, and a bill (H. R. 10868) has been introduced to 
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renew the Reciprocal Trade Agreements Act for another 5 years and greatly 
broadening the powers delegated to the President to further reduce the tariffs 
by an additional 25 percent : Now, therefore, be it 

Resolved, That we, the members of the Cherry Institute of the State of Wash- 
ington, a growers’ organization representing the preponderant majority of the 
cherry growers of this producing area, in annual meeting at Yakima, Wash., on 
this 8th day of February 1958, do hereby oppose renewal of the present Re- 
ciprocal Trade Agreements Act, or enactment of any similar legislation, for any 
term longer than 1 year; and 

Resolved further, That any measure for renewal or replacement of the present 
Reciprocal Trade Agreements Act should clearly provide for timely use of im- 
port quotas established through Tariff Commission proceedings when neces- 
sary to give domestic agricultural producers reasonable protection in their own 
domestic markets; and 

Resolved further, That any such legislation should clearly and expressly pro- 
vide that in any escape clause or peril point or other proceedings relating to 
imports of any processed or manufactured product, the producers of any agri- 
cultural commodity used in the domestic manufacture or processing of the 
competitive domestic product shall be recognized as essential, interested and 
affected parties ; and 

Resolwed further, That we strongly advocate that the recommendations of the 
United States Tariff Commission, after conducting an escape clause investiga- 
tion, shall be binding unless a congressional directive to the contrary is issued 
within a reasonable specified time ; and 

Resolved further, That copies of this resolution shall be delivered to inter- 
ested parties and organizations in the cherry industry, to the Senators and 
Members of Congress from the State of Washington and to interested Gov- 
ernment officials, as the secretary of the Cherry Institute shall deem appropriate. 

I hereby certify the above resolution as a true and correct copy unanimously 
passed by the Yakima Cherry Institute at the annual meeting of the member- 
ship in Yakima, Wash., February 8, 1958. 

CLARENCE LITTLe, Secretary-Treasurer. 


RESOLUTION OF YAKIMA CHERRY INSTITUTE, REGARDING PROPOSED ORGANIZATION 
FOR TRADE COOPERATION (OTC) Fresruary 8, 1958 


Resolved, That we, the members of the Cherry Institute of the State of 
Washington, a growers’ organization representing the preponderant majority of 
the cherry growers of the State of Washington, assembled in annual meeting at 
Yakima, Wash., this 8th day of February 1958, do hereby unanimously re- 
affirm our earnest opposition to enactment by the Congress of the United States 
of any measure which would authorize or recognize United States membership 
in an Organization for Trade Cooperation (OTC) such as was proposed in the 
previous two sessions of the Congress, or any measure which would constitute 
ratification by the Congress of the General Agreement on Tariffs and Trade 
(GATT) ; and 

Resolved, That in the event any such measure is introduced in the current 
session of Congress, we hereby urge our duly elected Senators and Representa- 
tives in Congress to oppose and vote against the same. 

I hereby certify the above resolution as a true and correct copy unanimously 
passed by the Yakima Cherry Institute at the annual meeting of the member- 
ship in Yakima, Wash., February 8, 1958. 

CLARENCE LItTLe, Secretary-Treasurer. 


FiLoripA Fruit & VEGETABLE ASSOCIATION, 
February 4, 1958. 
Hon. WiLsur D. MILLs, 
Chairman, Committee on Ways and Means, 
1102 New House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MILLS: With respect to the hearings to be held February 
17, 1958, on the renewal of the Trade Agreements Act, as contained in the press 
release by the Ways and Means Committee of January 23, 1958, this association 
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wishes to go on record with regard to certain expressed policies of the agricul- 
tural industries it represents. These established policies are as follows: 

1. We are opposed to membership of the United States in the Organization for 
Trade Cooperation (OTC), or any other measure which would have the effect 
of transferring authority over import regulations to the Department of State, 
or any other international organization. 

2. We advocate and support measures to return the regulation of our foreign 
commerce to the Congress, including amendment of the escape clause of the 
Trade Agreements Act, so that it will provide: 

(a) That all recommendations of the Tariff Commission be submitted to 
the Congress for approval or disapproval instead of the President ; 

(b) That any such recommendations by the Tariff Commission with re- 
spect to import quotas and duties shall be final and become operative until 
disapproved by Congress ; and 

(c) That there should be set forth explicit guidelines to govern decisions 
of the Tariff Commission with respect to the establishment of duties and 
import quotas. 

In view of these policies, it is the position of the Florida Fruit & Vegetable 
Association to favor a reasonable extension of the Reciprocal Trade Agreements 
Act, provided it embodies the recommendations referred to above, and that 
such an extension be for a period of less than 5 years so that the Congress may 
have an opportunity to review the administration and operation of the program 
more frequently. 

Respectfully submitted. 

JOFFRE C. Davin, Secretary-Treasurer. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 25, 1958. 
Hon. WizzgurR D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. OC. 
(Attention: Mr. Leo Irwin.) 


DEAR Mr. CHAIRMAN: The Northwest Horticultural Council, headquartered in 
Yakima, Wash., has proposed an amendment to the extension of the Trade Agree- 
ments Act proposed by the United States National Fruit Export Council. I 
believe the council’s suggestion is valid and I strongly support its proposal. 

The amendment proposed reads: 

“The President shall promptly negotiate with representatives of the govern- 
ment of any foreign country which has imposed import restrictions which 
discriminate against imports into such country from the United States of 
perishable nonbasic agricultural commodities or their products, for the purpose 
of obtaining removal of such restrictions; and until such restrictions are 
removed, the President shall negotiate temporary arrangements in advance of 
the annual harvest and marketing seasons whereby the maximum potential 
seasonal imports into such country from the United States of such perishable 
nonbasic agricultural commodities and their products will be permitted. The 
President shall report annually to the Congress progress made as a result of 
such negotiations.” 

I will appreciate your making this proposal and my letter a part of the Record. 

Sincerely, 
CHARLES O. PorTER, 
Member of Congress. 


STATEMENT BY THE UNITED States Cusan Suear Counocr. 


SUMMARY 


The United States Cuban Sugar Council strongly favors a 5-year extension of 
the Reciprocal Trade Agreements Act, as a means of facilitating the expansion of 
the foreign trade of the United States. 

However, section 3 (a) (1) of H. R. 10368, which would permit rates of duty 
on United States imports to be raised 50 percent above the high rates established 





1552 RENEWAL OF TRADE AGREEMENTS ACT 


by the Tariff Act of 1930, is inconsistent with the objectives of the reciprocal 
trade program and the council urges that it be deleted from the bill. 

Cuba was the first country to enter into a reciprocal trade agreement with the 
United States. The increase in the volume of trade between the two countries 
provides a convincing demonstration of the value of the trade agreements 
program. 

The United States Cuban Sugar Council is composed of a group of companies . 
which own or operate sugar properties in Cuba, the stockholders of which are 
predominantly United States citizens. The securities of 10 of these companies 
are listed on securities exchanges in the United States, and their shares are 
widely distributed among investors in this country. These companies account for 
approximately 35 percent of the total output of sugar in Cuba. The names 
of the companies are listed at the end of this statement. 


Reciprocal Trade Agreements Act should be extended as recommended by the 
President 


The United States Cuban Sugar Council, as it has on former occasions when 
the Reciprocal Trade Agreements Act was before this committee for renewal, 
strongly urges that the act be extended for 5 years. Such an extension, as 
provided in H. R. 10368, will facilitate this country’s efforts to expand its foreign 
trade in ways that will prove beneficial to the United States and other nations 
of the free world. 

Section 3 (a) (1) of H. R. 10368, however, is highly objectionable and the 
council urges that it not be enacted into law. This section would make it possible 
for the rate of duty on products imported into the United States to be raised 50 
percent above the inordinately high rates established by the Tariff Act of 1930. 
Such a provision is inconsistent with the remainder of H. R. 10368 and with any 
program designed to facilitate the expansion of United States foreign trade. If 
it becames law it will raise serious doubts in friendly countries of the sincerity 
of United States efforts to expand foreign trade. 


United States-Cuban experience demonstrates value of reciprocal trade program 


The increase in volume of trade between the United States and Cuba since 
1934, when the first agreement, that with Cuba, became effective, provides a 
convincing demonstration of the value of the trade agreements program. 

In 1941, before this country became actively engaged in World War II, the value 
of United States exports to Cuba was about 177 percent above the 1934 figure. 
During the same period, the value of United States imports from Cuba increased 
about 129 percent. 

In the 22 years from 1934 to 1956, the value of United States exports to Cuba 
multiplied more than 11 times, and the value of imports from Cuba about 6 times. 
In 1956, United States exports to Cuba were valued at approximately $511 
million and imports from Cuba at $457 million. The value of United States 
exports to Cuba exceeded that of imports from Cuba by $28 million in 1954, $29 
million in 1955, and $55 million in 1956. 

These important increases in trade occurred in spite of the fact that during 
most of the 22-year period, United States imports of sugar from Cuba were re- 
stricted by quotas established by legislation dating from 1934. Trade with Cuba 
increased most rapidly from 1942 through 1947, when sugar quotas were sus- 
pended. 

During this war period, United States consumers suffered from a shortage 
of sugar. In an effort to alleviate this shortage, the United States Government 
urgently requested increased production from growers in all areas supplying 
this market. Producers in Cuba were the only ones to respond with a substantial 
increase. The large 1947 crop in Cuba was the major factor enabling the United 
States to end sugar rationing that year. The bulk of this crop was sold by Cuba 
to the United States at a price substantially below prices quoted for sugar sold 
to buyers from other countries. 

Also, the larger sales of Cuban sugar in the United States from 1942 through 
1947 increased Cuba’s ability to buy from this country, and United States exports 
to Cuba increased substantially. 

The volume of trade between the two countries has remained at a high level 
since quotas on sugar were reestablished in 1948. The value of United States 
trade with Cuba, by years, from 1931 through 1956 was as follows: 
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{In thousands] 


Exports to | Imports from rts to | Imports from 
uba Cuba uba Cuba 


$46, 964 $90, 059 eke EEE? $167, 371 
28, 755 58, 330 7 
25, 093 58, 499 271, 826 
45, 323 78, 929 : 

60, 139 104, 303 
67, 421 127, 475 
92, 263 148, 045 
76, 331 105, 691 
81, 646 104, 930 
84, 693 105, 425 

125, 766 181, 061 
133, 230 161, 043 
133, 937 291, 838 


Increased exports to Cuba benefit every section of the United States 


United States exports to Cuba cover a wide range of farm and factory prod- 
ucts, one or more of which is produced in every section of this country. Prod- 
ucts purchased by Cubans in large volume, and the increase in these purchases 
between 1934 and 1956 include: 


Number of times United States exports to Cuba multiplied, 1934 to 1956 
Product: 


Other foods and beverages 
Machinery and vehicles 

Rayon and other synthetic fibers 
Chemicals and related. products 
Iron and steel products 
Cotton manufactures 


In 1956, Cubans purchased about $27 million worth of United States rice, 
which amounted to approximately 12 percent of this country’s production and 
20 percent of its total rice exports. Nearly half of the rice produced in the 
United States in 1956 was exported. 

The Cuban market for rice is, therefore, of great importance to farmers in 
Louisiana, Texas, Arkansas, Mississippi, and California, where nearly all United 
States rice is grown. The farm value of rice in Louisiana exceeds that of sugar- 
eane. 

United States exports of machinery and vehicles to Cuba were valued at $142 
million in 1956. Automobiles, trucks, and tractors were among the items in this 
group which the Cubans purchased in large quantities. 

The sale of synthetic textile products to Cuba has also become of increasing 
importance to producers in this country. Cuban purchases of $15 million worth 
of these products in 1956 were larger than those of any other country. In 
addition, Cubans purchased $30 million worth of United States cotton and cot- 
ton textiles in 1956. 


Cuban sugar essential to United States consumers 


The value of United States imports from Cuba increased from about $79 mil- 
lin in 1984 to $458 million in 1956. Sugar has accounted for the largest share 
of this increase, rising in value from $55 million in 1934 to $318 million in 1956. 
The quantity of sugar received from Cuba was 68 percent larger in 1956 than in 
1934. Even so, the quantity imported from Cuba in 1956 was about one-half 
million tons smaller than the average annual receipts of sugar from Cuba during 
the 1920's, prior to imposition of the high rate of duty established by the Tariff 
Act of 1980. Imports were greatly reduced under the Tariff Act of 1930 and 
under the sugar quota system established in 1934 have not regained the volume 
of the 1920’s in spite of greatly increased sugar consumption in the United 
States in the last 25 years. 
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The increase in the price of sugar to United States consumers from 1934 to 1956 
was substantially less than the average increase in prices of all foods in the 
United States. The increased quantity of sugar imported into the United 
States, although limited by quotas except during World War II, has been of great 
value to consumers here, assuring them of an adequate supply at reasonable 
prices. During World War II, and for a year or more following the outbreak 
of war in Korea, it was indispensable, and saved this country from real sugar 
famines. 

Concessions made by both nations in the interest of increased trade 

Many important concessions by Cuba to the United States, as well as by the 
United States to Cuba, are included in the General Agreement on Tariffs and 
Trade, of which the United States-Cuban agreement is a part. The concessions 
which Cuba made in this agreement covered commodities which accounted for 
about 95 percent of the total value of Cuba’s imports from the United States in 
1939. The major item on which the United States has granted a concession to 
Cuba is sugar, which accounts for approximately three-fourths of all United 
States imports from Cuba. The effect of the reduction in the tariff on sugar 
from Cuba has been limited by the imposition of quantitative quotas. However, 
the lower tariff has increased the returns to Cubans from the sale of the limited 
quantity of sugar they have been permitted to send here and this in turn has 
increased Cuban purchasing power for United States products. 

Cuba is currently engaged in revising its tariff laws and will shortly be ne- 
gotiating with the United States concerning proposed changes applicable to 
United States products. It is important that the United States remain in a 
position to negotiate effectively, as provided for in the Reciprocal Trade Agree- 
ments Act, so as to facilitate further increases in trade between the two 
countries. 

A further expansion of trade between the United States and Cuba would 
provide an outlet for increased quantities of the many farm and factory products 
sold to Cuba, and further safeguard future supplies of sugar for United States 
consumers. Larger sales to Cuba would benefit agriculture, industry and labor 
in all sections of the United States. 


CONCLUSIONS 


1. The trade agreement with Cuba is a good example of the value of the 
Reciprocal Trade Agreements Act. This has been amply demonstrated by the 
increase in the volume of trade between the two countries since 1934. 

2. The agreement with Cuba is also a good example of increased trade re- 
sulting from concessions made by both nations. The agreement has not been a 
one-way street. 

8. Increased exports to Cuba, and to other nations, since 1934 have benefited 
the producers of one or more products in every section of the United States. 

4. Further increases in trade with Cuba, and with other countries, would be 
of obvious and lasting benefit to the United States by increasing both the supply 
of needed imports, and the ability of people in other countries to purchase our 
exports, thus helping to improve standards of living and combat communism 
throughout the free world. 

In view of these facts, the council strongly urges the extension, with the 
exception of section 3 (a) (1), of the Reciprocal Trade Agreements Act, as 
recommended by the President and provided in H. R. 10368. 

Respectfully submitted. 

United STATES CUBAN SuGar CounNcit, 
By LAvRENCE A. Crosspy, Chairman. 

Member of the council : 

Central Altagracia Sugar Co. 

Central Violeta Sugar Co. 

Cuban Atlantic Sugar Co. 

Manati Sugar Co. 

Miranda Sugar Co. 

Punta Alegre Sugar Corp. 

The American Sugar Refining Co. 

The Cuban-American Sugar Co. 

The Francisco Sugar Co. 

The New Tuinucu Sugar Co. 

United Fruit Co. 

Vertientes-Camaguey Sugar Co. 
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STATEMENT ON H. R. 10368 py CHERRY GROWERS AND INDUSTRIES FOUNDATION 


SUMMARY 


1. The sweet cherry industry is dependent upon tariff protection on imports 
of brined cherries and finished glace or maraschino cherries. More than 40 
percent of the United States production of sweet cherries is brined for domestic 
manufacture of maraschino and glace cherries. 

2. The sweet cherry industry has no present or prospective export market. 
It is wholly dependent upon its domestic markets, where it meets severe compe- 
tition from abundant supplies of cheaply produced foreign brined and foreign 
glace cherries. 

3. H. R. 10368 would continue to objectionable features of the present trade 
agreements legislation. 

4. Commodities such as sweet cherries, which necessarily depend entirely 
upon the domestic market, and can gain nothing from whatever concessions on 
United States exports may be obtained through United States tariff reductions, 
should be excluded from any trade agreements legislation. 

The Cherry Growers and Industries Foundation is a trade association of 
more than 18,000 growers, shippers, and processors of sweet cherries in Cali- 
fornia, Oregon, Washington, Idaho, Utah, Michigan, and New York. The Foun- 
dation’s main office is located at 302 North 29th Street, Corvallis, Oreg. 

Since its organization in 1946, the Foundation has taken an active interest 
in tariff matters affecting the cherry industry, in connection with which it has 
participated in escape clause and other proceedings before the Tariff Commis- 
sion, and has appeared before this committee and the Senate Finance Committee 
relative to the periodic extensions of the trade agreements legislation. 

The Foundation heretofore has supported the reciprocal trade agreements 
program in principle, but has earnestly opposed certain features of the trade 
agreements legislation and has objected in certain particulars to the manner 
in which the program has been administered. 

Meanwhile it has become clearly apparent that the trade agreements program 
has had negligible effect in stimulating world trade upon a truly reciprocal 
basis. The substantial reductions of United States tariffs during the past 23 
years have not been compensated for by a correlative removal of foreign trade 
barriers against United States exports. The commitments to which the United 
States has exposed itself through the United States—sponsored General Agree- 
men on Tariffs and Trade ‘GATT), including the commitment against use of 
import quotas and the commitment to a continued lowering of tariff rates, to 
which the other nations seek to hold the United States, have proved to be almost 
wholly unilateral and completely out of balance with the increasingly protective 
trade practices and policies of the other nations. 

It is also now apparent that what have been considered defects or errors in 
administration of the trade-agreement program are actually inherent in the 
legislative basis for the program, and continue to occur after each extension of 
the legislation. The earnest assurance by the executive branch of the Government 
each time the trade agreements legislation comes before the Congress for re- 
newal, that future administration of the program will, in fact, accomplish true 
reciprocity, will give full weight to the findings and recommendations of the 
Tariff Commission, and will accord full protection under the escape clause 
mechanism to any domestic industry threatened with serious injury, have 
repeatedly proved to be illusory and unreliable. 

Accordingly, the Cherry Growers and Industries Foundation concludes that 
the Congress should permit the present trade agreements legislation to expire, 
and not at this time grant to the President power to further reduce the already 
substantially diminished United States tariff protection. We believe that a 
moratorium on additional United States tariff reductions is imperative dur- 
ing the current period of economic readjustment in this country and eco- 
nomic reorganization abroad. It appears highly unlikely that any additional 
tariff concessions which the United States might make in the near future while 
the principal trading countries of Europe are uniting in their common market 
organization, would be compensated for by any material concessions from 
those countries. Such concessions would simply further dissipate economic 
strength and bargaining power which the United States should carefully conserve 
against the ultimate day of reckoning with the new world trading organization. 
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THE SWEET CHERRY INDUSTRY REQUIRES INCREASED TARIFF PROTECTION 


The domestic cherry industry is highly vulnerable to imports of foreign 
brined cherries and finished cherries such as glace and maraschino cherries, 
Brined cherries (that is, cherries which have been bleached and preserved in a 
sulpherous acid solution) are the raw material for manufacture of maraschino, 
candied, and glace cherries which are widely used by the confectionery, ice cream, 
and bakery trades, sold as cocktail cherries, included in canned fruit salad or 
fruit cocktail packs, and bottled for household use. The cherries which are 
brined are chiefly of the sweet varieties, both black and white, but the sour or red 
tart cherries are also suitable and used for brining. 

Forty percent of the United States annual production of sweet cherries is 
brined. In some sweet cherry producing districts, such as in Michigan and 
New York, and the Willamette Valley in Oregon, from 80 percent to more than 
90 percent of the sweet cherry production is marketed in brined form. 

The domestic brined cherries compete directly in the United States markets 
with imported Italian brined cherries. They also compete indirectly in the 
domestic markets with French glace cherries, which, of course, displace domestic 
brined cherries which otherwise would be used for the domestic manufacture 
of glace cherries. 

The domestic cherry industry is highly vulnerable to such imports because of 
the substantially lower foreign production and processing costs. The foreign 
processors pay the Italian and French growers about one-half as much as it costs 
to grow cherries in the United States. The wages paid in the foreign brining 
and processing plants range from about one-fifth to one-third of the lowest wage 
rates prevailing in the United States plants. Inasmuch as the cost of labor 
accounts for more than 60 percent of the United States cost of growing and 
harvesting sweet cherries, and approximately 50 percent of the cost of brining 
and pitting cherries, the differences in labor costs constitute a substantial 
competitive advantage to the foreign produced cherries. Only a small part ofthis 
cost advantage is made up for by the cost of delivery of the foreign cherries to 
the United States markets. 

The brining market for United States cherries has special importance even 
beyond the large tonnage which it absorbs. It has become the key to the orderly 
marketing of the entire domestic sweet cherry production, whether marketed 
in fresh form, canned, or otherwise processed. Brining is the only method 
whereby supplies which cannot be taken by the fresh markets or the canners 
or other users of the fresh fruit can be carried over from year to year and 
utilized. The brining outlet gives cherries some of the advantages of a non- 
perishable product. Any substantial reduction of the brined market for United 
States cherries would rapidly create a surplus condition, as the other markets 
could not possibly absorb any appreciable portion of the volume now brined. 
Demoralization of all cherry markets would quickly follow. 


SPECIFIC OBJECTIONS TO H. R. 10368 


To the sweet cherry industry, dependent entirely upon its domestic markets, 
H. R. 10368 represents a continued threat of reduction of the industry’s already 
inadequate tariff protection. The bill offers no improvement of the present out- 
east status of the cherry growers and cherry briners in any peril point or 
escape clause proceedings involving finished cherries. Enactment of this bill 
would continue the President’s authority to reduce tariff rates in disregard of 
the Tariff Commission’s recommendations and no matter how serious the in- 
jury which the Tariff Commission finds will result to a domestic industry. The 
bill would thus continue the subordination of the expert Tariff Commission, 
an agency of the Congress, to the authority of the Executive Branch in a field 
where the responsibility is constitutionally vested in Congress. 

The provisions of this bill which would authorize the President to reduce 
to a 50-percent ad valorem equivalent any and all rates determined by him to 
have exceeded thet figure during such time as he may consider to be “repre- 
sentative,” continues the fallacious implication and assumption that any rate 
in excess of 50 percent ad valorem is excessive. The present specific and combi- 
nation specific and ad valorem rates on cherries exceed 50 percent ad valorem 
equivalent in varying degree depending upon which import period may be taken 
to be “representative.” Yet, as is hereinbefore pointed out, the present cherry 
rates cannot possibly be considered excessive with relation to comparative domes- 
tic and foreign costs of production and in fact do not now give the American 
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producers anything approaching an even break with the foreign producers in 
the United States markets. And on an ad valorem basis the present duty rates, 
on the basis of present inflated costs, are far less protective than when the 
rates were first imposed in 1930, and in later years. For instance, the rate on 
pitted brined cherries, on an ad valorem equivalent basis, in 1939 amounted to 
117 percent ad valorem, compared with 50.6 percent based upon 1956 imports. 
Furthermore, the ad valorem equivalent of specific duty rates fluctuates widely 
from season to season in accordance with variations of market prices as affected 
by available supplies and many other factors. Obviously, it is during times of 
domestic or foreign surpluses and resultant depressed prices, when the ad 
yalorem equivalent of the duty rates is highest, that tariff protection is most 
urgently needed. Low import values and consequent high ad valorem level 
of the import duty may be caused by foreign subsidizing of the exports or artifi- 
cial Government manipulation of foreign export prices. We believe that the 
50-percent ad valorem basis which H. R. 10368 would continue as one of the 
devices for tariff reduction is delusive and improper. 

It has become increasingly apparent to the cherry industry, as no doubt with 
other domestic industries, that the tariff alone is an inadequate means of prop- 
erly regulating imports, and that import quotas will be essential. The Congress 
must not countenance any situation or device whereby such quantitative limi- 
tation will be made unavailable when clearly needed and justified. Any tariff 
policy, and even any Reciprocal Trade Agreement program, which the Congress 
may authorize should clearly recognize and preserve the use of import quotas 
where appropriate and necessary. This is not done by the present trade agree- 
ments legislation nor by H. R. 10368. 


STATUS OF CHERRY GROWERS AND CHERRY BRINERS UNDER PERIL POINT AND ESCAPE 
CLAUSE PROVISION 


The present peril point and escape clause statutory provisions (19 U. 8. C., sec. 
1360, 1363, 18364) purport to be means of avoidance or escape from “serious in- 
jury” resulting from a tariff reduction or other concession under a trade agree- 
ment. The peril point and escape clause mechanisms, however, apply only to 
“the domestic industry” which produces articles which are “like” or “directly 
competitive” to the imported article involved. 

In an escape clause proceeding in the year 1952 relating to glace cherries, the 
majority report by the Tariff Commission declared that “the domestic industry 
producing glace cherries cannot properly be considered as including the cherry 
growers or the primary processors of domestic cherries who put up sulphured 
(brined) cherries.” (Tariff Commission’s Report No. 185, Second Series, “Glace 
Cherries,” October 1952, page 7.) This meant that in the view of the commission 
majority, the commission’s determination of whether or not glace cherry 
imports were causing or threatening serious injury to the domestic industry had 
to be confined to the effects of those imports upon the 20 to 25 domestic com- 
panies which were then manufacturing glace cherries. The effects upon the 
many thousands of cherry growers and briners dependent in substantial measure 
upon the glace cherry outlet were thus considered to be immaterial. 

This apparent exclusion of growers and other producers of raw materials 
from which processed or manufactured products are derived, who do not them- 
selves manufacture the raw materials into the final form in which they compete 
directly with the imports, from any peril point or escape clause proceedings 
involving the final manufactured product, was pointed out to the Congress at the 
time the Reciprocal Trade Agreements legislation was up for extension in 1955. 
An amendment of H. R. 1 to rectify this situation was adopted by the Senate, 
but was eliminated by the Conference committee, evidently on an assumption 
that the definition of the term “domestic industry producing like or directly 
competitive products” inserted into the bill would be sufficient to accomplish 
the same purpose. That definition now in the present statute reads: “The 
terms ‘domestic industry producing like or directly competitive articles’ and 
‘domestic industry producing like or directly competitive articles’ mean that 
portion or subdivision of the producing organizations manufacturing, assem- 
bling, processing, extracting, growing, or otherwise producing like or directly 
competitive products or articles in commercial quantities.” (19 U. S. C., section 
1364 (e)). This definition, however, clearly does not meet the situation as to 
the growers and briners of cherries which are normally sold to manufacturers 
for processing into glace cherries. The Tariff Commission readily could again 
rule that even under this added definition the product grown or produced by 
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the cherry growers and briners is not “like or directly competitive” to the im- 
ported glace cherries which may be involved in any future peril point or escape 
clause proceeding. 

Consequently, the United States cherry growers and briners may be effectively 
precluded, under the present legislation as it would be continued by H. R. 10368, 
from obtaining peril-point protection as to any future proposed trade agree- 
ment involving glace or other finished cherries, or from instituting or even 
appearing as interested parties in any escape-clause proceeding relative to the 
present or any future trade-agreement concessions on such finished cherries. 

This situation naturally is of grave concern to the sweet cherry industry, 
heavily dependent as it is upon the domestic market for its cherries in brined 
form. The industry’s position is made especially precarious by the fact that 
many if not most of the manufacturers who previously purchased domestic 
brined cherries for the manufacture of glace cherries have ceased such domestic 
manufacture and now handle exclusively the much cheaper imported French 
glace cherries. If the “domestic industry” producing articles “like or competi- 
tive to” the French glace cherries is confined to the manufacturers of glace 
cherries, the disappearance of the domestic glace manufacturing industry by 
reason of the tariff reductions on the imported cherries may deprive the Ameri- 
can cherry growers and briners from any peril point or escane clause protection 
or relief despite the clear fact that they are disastrously affected by the entry 
of the imported finished cherries. 

Indefensible and outrageous as this situation may seem clearly to be, the 
present bill makes no effort to rectify it. The cherry industry thus feels that 
it is being treated as an outcast, denied even the minimum protection of the 
peril point and escape clause features of the trade agreements program. 


THE SWEET CHERRY INDUSTRY SHOULD BE EXCLUDED FROM ANY TRADE AGREEMENTS 
LEGISLATION 


This industry accordingly concludes that-it should be expressly excluded from 
coverage by any renewed or continued trade agreements legislation. The sweet 
cherry growers and the cherry briners can gain nothing from any concessions, 
theoretical or actual, which may be granted United States exporters in return 
for further tariff reductions on cherries or other United States products. To 
sacrifice the cherry growers and cherry briners without tangible and realistic 
compensatory benefits would be unjustly discriminatory and economically un- 
sound legislation. 

Respectfully submitted. 

J. WALTER HERBERT, President. 


CARGILL, INC., 
Minneapolis, Minn., March 25, 1958. 
Hon. WILBuR D. MILLs, 
Chairman, Ways and Means Committee, 
Washington, D. C. 

Dear Mr. Mitis: Cargill’s overseas trade representatives, engage in finding 
purchasers for grains and other agricultural products in Europe, Asia, and 
South America, report increasing anxiety that American farm exports may be 
curtailed by a falling-off of two-way trade between the United States and for- 
eign countries. 

Our merchants in Japan, for example, point out that that country has been 
America’s best customer for agricultural products for 4 of the past 7 years, for 
the other 3 years has ranked second, and is now leading free dollar mar- 
ket. During the past 7 years Japan has taken an average of $400 million 
worth of farm products yearly, representing 12 percent of our total agricultural 
exports. She has been an especially important customer for such farm sur- 
pluses as cotton, wheat, soybeans, barley, and corn. Her purchases have been 
of enormous importance to United States farmers, processors and the economy 
as a whole. 

At present, however, Japan is faced with a trade deficit relative to the United 
States of $627,300,000, roughly $200 million higher than at any time since World 
War Il. This deficit has grown, and is continuing to grow, under pressure from 
a comparatively few protectionist United States groups. There is reason for 
deep concern in the fact that these groups are attempting to cripple the Trade 
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Agreements Act, now being considered for extension by the House Ways and 
Means Committee, in an effort to reduce still further foreign markets in this 
country. 

Japan and other nations must be allowed to compete freely in United States 
markets. They must be given an equal opportunity to obtain United States dol- 
lars. They must be encouraged to purchase United States industrial and agri- 
cultural exports, exports that last year amounted to one-tenth of our total 
movable goods production and were valued at almost $20 billion. Of this total, 
one-fifth has been the produce of American farms. 

Faced with increased dollar shortages, foreign nations are turning more and 
more to other parts of the world for their purchases. Our representatives in 
Japan report increasing interest among their customers in enlarging their non- 
American sources of wheat, soybeans, and other grains, with special interest 
in resuming trade for soybeans with Manchuria, their main prewar supplier. 
This comes at a time when the Japanese national appetitie is turning strongly 
toward wheat, when there is new interest in feed grains—corn, particularly— 
for an infant livestock industry, when United States production of soybeans is 
at a record high, and when Japanese purchases of that grain represent 30 per- 
cent of our total soybean export market. 

Thus Japan is eager to absorb an increasing amount of American production, 
at a time when our own economy is at low ebb, if she can obtain dollars through 
reciprocal trading. If she cannot, she will certainly turn away from us, most 
probably toward the commercial—and political—arrangements of the Commu- 
nist world, and we will have lost our most important trade and military ally 
in Asia, a friend won at great cost and many years’ effort. 

Sincerely, 
CARGILL MACMILLAN. 


OREGON FILBERT COMMISSION, 
Portland, Oreg., March 28, 1958. 
CHAIRMAN, House WAYS AND MEANS COMMITTEE, 
Washington 25, D.C. 


GENTLEMEN: Since the House Ways and Means Committee of Congress is the 
group charged with the responsibility of initiating and recommending trade 
legislation and has now under study an extension of the Reciprocal Trade Agree- 
ments Act, the Oregon Filbert Commission would like to take this opportunity to 
relate to this committee tie effect of foreign trade policy upon the filbert indus- 
try. Ten years ago there were more than 5,000 filbert growers in the Pacific 
Northwest with approximately 30,000 acres planted to filberts. Today there are 
approximately 4,000 growers on 10,000 less acres. Unrestricted imports of filberts 
at a low price have been the contributing factor in this decline of acreage. In 
most of this last 10-year period, grower returns have been very close to or below 
the cost of production. Growers have made a real effort to reduce their produc- 
tion costs by increasing their yields and adopting cost-saving machinery but 
increasing costs of farm labor, machinery, taxes, and other expenses have tended 
to nullify their efforts. 

Filbert growers as individuals are sympathetic to the needs of growers in 
other countries and basically are in favor of expanded trade with other coun- 
tries. However, as American citizens they do feel that they are being treated 
unfairly when they become the victims of international politics. Relief, sup- 
posedly, is available to a domestic industry under section 22 of the Agricultural 
Adjustment Act, when imports threaten to or do come in in such quantities 
and at such prices as will seriously harm the domestic industry. In July of 
1957, it became apparent that the Pacific Northwest filbert industry would have 
a large shelled filbert supply from the 1957 crop. It also came to the atten- 
tion of the industry that the prices of imported shelled filberts had dropped 
over 14 cents a pound in a few months and that imported shelled filberts were ar- 
riving at the rate of 1,000,000 pounds per month. Under these circumstances the 
industry requested emergency action. The request was still buried in the execu- 
tive branch and the Department of Agriculture when the domestic filberts were 
harvested around the first of October, and the request was dropped when we were 
advised it would be Christmas before the industry could have a hearing before 
the United States Tariff Commission. It was too late to help the grower obtain 
a better price and as a result the growers’ average return for their 1957 crop 
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will probably be about 14% cents, when it has been determined that the cost of 
production for that year was about 16 cents. Is it any. wonder that growers are 
bitter with respect to any relief measures now available? 

There is another side of this story that your committee should know about. 
The bulk of the filberts which were imported last year into the United States 
came from European countries where no filberts are grown. Turkey lacks dol- 
lars to buy goods and services from America and at the same time is anxious 
to build up industry in their country. Turkey establishes a minimum export 
price on filberts leaving Turkey but have permitted exporters this last year to 
barter filberts for needed machinery from European manufacturers. The prac- 
tice in these deals has been to place an inflated price on the machinery being 
traded, resulting in the price of filberts being offered in the European countries 
as much as 20 cents to 25 cents a pound below the official minimum export price 
of Turkey. Since these bartered filberts are sold to United States importers at 
the reduced prices by the European speculator, Turkish producers are unable to 
deal direct with United States buyers at their official minimum price. Turkish 
growers would like nothing better than to put a stop to these “third country 
deals” since they are deprived of American dollars in the transaction. As a re- 
sult, Turkish growers are losing in excess of $1 million a year on filberts which 
are grown in Turkey and consumed in the United States and the grower here 
in the Pacific Northwest is forced to compete on a domestic market that is sub- 
ject to the wildest fluctuations in price. Our laws should be such that filberts 
grown in Turkey could not be sold here at a price reflecting less than the mini- 
mum export price established by the Turkish Government. Buyers here would 
then deal directly with Turkish producers and our trading dollars would be 
improving the economy of a foreign nation rather lining the pockets of a few 
European speculators and domestic importers. The American consumer is cer- 
tainly not benefited by the fluctuations in the price of the raw material since 
the consumer price never seems to vary from year to year regardless of the 
wholesale price. 

Since the filbert growers have nothing to gain from an extension of the Re- 
ciprocal Trade Agreements Act, the Oregon Filbert Commission would like to go 
on record as not favoring the enactment of H. R. 10368 or any other trade agree- 
ments legislation which ignores the rights and the welfare of citizens of this 
country. This, of necessity, will remain the position of the filbert industry until 
such time as proper and positive safeguards are established to protect the filbert 
growers from such unfair competition as we have related in our letter above. 

Sincerely, 
D. J. Duncan, Heecutive-Secretary. 


STATEMENT OF VEGETABLE GROWERS ASSOCIATION OF AMERICA, JOSEPH S. SHELLY, 
EXEcutTIvE SECRETARY ON EXTENSION OF THE PRESIDENT’S AUTHORITY To ENTER 
Into TRADE AGREEMENTS 


Mr. Chairman, the vegetable industry is usually not thought of as having any 
direct interest, or being vitally affected by foreign trade because vegetables are 
highly perishable and nonstorable and, secondly, the industry exports fairly 
large amounts of vegetables, especially to Canada. 

There are several reasons why the industry wishes to express its interest on 
this subject. First, some of the winter vegetable producing areas and greenhouse 
growers are in competition with tomato and cucumber production in Cuba and 
Mexico. Second, there are certain principles involved in this legislation to which 
the Vegetable Growers Association of America is opposed. 

The producers of these commodities recognize that the capacity of the human 
stomach is limited which also means that the quantity of these commodities, 
within reasonable price ranges, consumed is limited and varies rather closely 
within certain limits. The American producer of tomatoes and cucumbers is 
interested in a program which will realize a fair return for himself, an orderly 
marketing program for both domestic and foreign producers in a manner which 
will supply the needs of the American people at a reasonable price. The pro- 
ducers of tomatoes and cucumbers are vitally interested in maintaining and 
further developing the demands for these products with the American consumer. 

Unrestricted and unregulated imports in quantity and quality of these com- 
modities will seriously injure the domestic producer. Disorderly marketing will 
destroy consumer confidence. Eventually domestic and foreign producers will 
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suffer. We firmly believe that the specially trained staff of the Tariff Commission 
more thoroughly understands these problems than career-minded negotiators 
in the Executive Branch of the Government. Because of the intricate nature 
of these problems, the extremely heavy investment in land, labor, and capital we 
much prefer these problems to be handled by those persons responsible to the 
Congress and the people instead of the Executive Branch of our Government. 

Under normal conditions the domestic production of fall, winter, and spring 
vegetables is of such a magnitude that it can properly meet the consumer needs. 
Cuban and Mexican imports when carried out in an orderly fashion through 
the provisions written in marketing agreements, where these are in effect, have 
filled the intervals of short domestic requirements, especially in times of adverse 
weather conditions. 

The fall, winter, and early spring production of tomatoes and cucumbers rep- 
resents a sizable production which may be substantially affected by Mexican 
and Cuban imports. 


Tomatoes (fail, winter and early spring): 
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Source: U. 8. Department of Agriculture, Agricultural Marketing{Service,1957, Annual Summary Vege- 
tables-Fresh Markets, Dec. 17, 1957. 


In addition to the above outdoor production, it is estimated that the green- 
house industry produces annually well in excess of 150 million pounds of 
tomatoes, 60 million pounds of cucumbers and 50 million pounds of lettuce. 

The industry’s largest item of expense is labor. Labor represents over half 
of the operational costs. Fuel is the next largest item, other cost items are 
agricultural chemicals, containers, maintenance and marketing costs. 

Greenhouse operations are centered in large urban and industrial areas, where 
labor and taxes are extremely high. The nature of the business does not permit 
it to shift into lower cost producing areas. Most of these operations are family 
operations extending over several generations, 

The labor used in these operations is highly skilled. Unskilled labor finds 
little place in this industry. Growing vegetables outdoors or under glass is 
far more than a backyard operation. It, as all other segments of agriculture, 
has become highly technical and mechanized. 

This trend with the unrestricted imports of tomatoes and cucumbers has taken 
its toll of the industry. With this must also be included the toll in allied in- 
dustries. In fact, during the past two decades there has been practically no new 
vegetable greenhouse construction in this country, even though population and 
effective market demand have greatly increased and expanded. 

Prior to 1989 imports of cucumbers from Mexico and Cuba was zero. In 1957 
the imports were 41,596 and 780,532 bushels respectively. 

For tomatoes, imports from Mexico and Cuba, average for 1935-39, were 574,200 
bushel and 854,700 bushel, in 1957 the imports amounted to 1,958,000 and 310,900 
bushels respectively. 

The domestic producers of these two commodities are interested in adequately 
supplying the demand at a price satisfactory to the consumer and producer. 
They are gravely concerned over trade negotiations which may have been made 
by individuals who are not conversant with their problems. 

The second reason for opposing the 5 year renewal of the Trade Agreements 
Act as now requested is in regard to certain policy aspects in the administra- 
tion of this country’s foreign trade program. 

We are opposed to membership of the United States in the Organization for 
Trade Cooperation (OTC), or any other measure which would have the effect 
of transferring authority over import regulations to the Department of State, 
or any other international organization. 

We advocate and support measures to return the regulation of our foreign 
commerce to the Congress, including amendment of the escape clause of the 
Trade Agreements Act, so that it will provide: 
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That all recommendations of the Tariff Commission be submitted to the Con- 
gress for approval or disapproval instead of the President ; 

That any such recommendations by the Tariff Commission with respect to 
import quotas and duties shall be final and become operative until disapproved 
by Congress; and That there should be set forth explicit guidelines to govern 
decisions of the Tariff Commission with respect to the establishment of duties 
and import quotas. 

In view of these policies, the Vegetable Growers Association of America 
favors a reasonable extension of the Reciprocal Trade Agreements Act, pro- 
viding it embodies the recommendations suggested and that the extension be 
for a period of less than 5 years so the Congress may have an opportunity to 
review the administration and operation of the program more frequently. 


Kerr GRAIN CorpP., 
Portland, Oreg., February 18, 1958. 
Re Hearing on Renewal of Trade Agreements Act 


COMMITTEE ON WAYS AND MEANS, 
1102 New House Office Building, Washington, D.C. 


GENTLEMEN: We wish to submit a written statement in lieu of a personal 
appearance in reference to our strong support for renewal of Trade Agreements 
Act as recommended by President Hisenhower. 

Our firm is a corporation organized under the laws of the State of Oregon and 
our occupation is primarily in the merchandising and exporting of grains and 
grain products originating in the Pacific Northwest and in California. We also 
own and operate a flour mill located in the State of Oregon and merchandise 
our flour both in domestic and export channels. 

It is our firm conviction that we must encourage trade with friendly foreign 
nations in order to support our own economy to its best advantage. Oregon, 
Washington and Idaho, as well as California, are producers of large quantities 
of grain, approximately 60 percent of which must move into export channels. 
It has been our experience that in order to move these surpluses into export 
channels to the best advantage, we must purchase either raw materials or manu- 
factured articles from these countries in order to establish the necessary dollar 
exchange for the purchase of our surplus agricultural products. 

We have studied the Trade Agreements Act and it is our belief that this act 
will assist and encourage exports of our surplus agricultural commodities to 
friendly nations who will be in position to purchase these commodities with 
free dollars if they are allowed to export their raw materials and/or manu- 
factured commodities now on favorable tariff terms to the United States. 

Therefore, we hope that Congress will act favorably on the renewal of the 
Trade Agreements Act as recommended by President Eisenhower. 

Very sincerely yours, 
THomas Kerr, President. 





MILLERS’ NATIONAL FEDERATION, 
Washington, D. C., March 21, 1958. 
Hon. Wrievur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


DeaR Mr. CHAIRMAN: In lieu of making a personal appearance before your 
Committee to express the views of the wheat flour milling industry with respect 
te H. R. 10368 now pending before your Committee, it is our desire to file a 
written statement. 

I am enclosing 35 copies of this statement. It would be appreciated very 
much if you will include the statement in the record of the hearings and that 
a copy be made available to each member of the Committee. 

A one page summary is also being enclosed in reference to and for use in 
connection with the statement. 

With kindest regards, I am 

Sincerely yours, 
Gorpon P. Boats, 
Director, Export Programs. 
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SUMMARY OF STATEMENT 


The Millers’ National Federation is the National Trade Association of the 
wheat-flour milling industry of the United States. Its members account for 
approximately 85 percent of the flour produced in the Untted States and almost 
100 percent of the flour exported from this country. There are flour mills in 
39 of the 48 States and in the District of Columbia which in 1957 processed 
around 550 million bushels of United States wheat. 

The Federation has a long and consistent record in support of the reciprocal 
trade agreements program. Its continuing support is based primarily on its 
belief that a high level of foreign trade is in the national interest of the 
United States and that the trade agreements program helps to maintain and 
expand United States foreign trade. The Federation with its special export 
programs division is also one of the few trade associations that is organized to 
give specific attention to country trade problems and notably trade agreement 
activities as they relate to United States exports of wheat and wheat products. 

Based on its experience the Federation would like to make the following 
specific observations and recommendations regarding H. R. 10368. 

1. It favors the 5-year extension of the act. Experience with the 1955 act 
proved very disappointing in results obtainable by the United States due to 
the limited negotiating authority for tariff rates that was related to the 3-year 
period of the act. The longer effective period of the proposed act would permit 
the possibility of making some further progress in negotiating with foreign 
countries about many of the existing trade restrictions and barriers. 

2. There are continually new problems and country situations arising that 
are not covered by existing trade agreements; for example, the new British 
Federation that is being formed in the Caribbean area, the developing common 
market area in Europe, and similar common market or special trade area pro- 
posals being suggested for many other regions of the world. Without the pos- 
sibility of supplemental or new negotiations, as would be permissive under the 
extension of the act, there is no way in which the United States can effectively 
deal with such trade problems as they develop. 

3. In addition to tariff rates a considerable number of other types of import 
controls and measures need active attention. Examples of such trade restric- 
tions are import licenses, exchange controls, quotas, special taxes or fees, etc. 
This activity represents many day to day trade restriction problems for United 
States exporters and, to be handled effectively, it requires both adequate au- 
thority and necessary administrative procedures and directives. The Trade 
Agreements Act with continuing negotiating authority is an essential part of 
any United States program for dealing effectively with such restrictive meas- 
ures against United States exports. 

The Federation hopes that the committee and the Congress will give special 
attention to the need for continuing negotiating authority to deal with con- 
stantly arising foreign-trade problems and that attention will be directed in all 
ways possible towards developing more reciprocity for United States exports in 
the future. 


STATEMENT oF GorpDON P. BOALS, DIRECTOR OF ExPoRT PROGRAMS, MILLERS’ 
NATIONAL FEDERATION, WASHINGTON 4, D. C. 


Mr. Chairman and members of the committee, the Millers’ National Federation 
welcomes this opportunity to record its position in regard to H. R. 10368, a bill 
“to extend the authority of the President to enter into trade agreements under 
section 350 of the Tariff Act of 1930, as amended, and for other purposes.” 

The Federation is the national trade association of the wheat flour milling 
industry of the United States. Its members account for approximately 85 per- 
cent of the flour produced in the United States and almost 100 percent of the 
flour exported from this country. There are flour mills in 39 of the 48 States 
and in the District of Columbia which in 1957 processed around 550 million 
bushels of wheat. 

The Federation has had a long and consistent record in support of the 
Reciprocal Trade Agreements program. Its continuing support is based pri- 
marily on its belief that a high level of foreign trade is in the national interest 
of the United States and that the Trade Agreements program helps to maintain 
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and expand United States foreign trade. The Federation and its members 
doing export business have also had much practical experience in developing 
foreign markets and with the many difficult problems associated with trade 
restrictions and import controls throughout the world. 

The United States milling industry has a long history which starts with the 
early Colonial period. It is one of the oldest of the agricultural processing in- 
dustries in the country. Wheat flour has been exported regularly for over 100 
years and as such, it represents one of the few items which may be regarded 
as traditional exports from the United States. The Millers’ National Federa- 
tion is in its 56th year as an active industry trade association. 

As an indication of the widespread demand for at least some types of United 
States flour, it may be noted that some wheat flour is exported monthly to nearly 
100 countries or island areas in the free world. There are few United States 
commodities moving into export that move to as many foreign markets. Such 
movement, however, is considerably restricted over what it might be, especially 
to many countries, due to all kinds of trade restrictions. During and following 
World War II the United States milling industry played a major role in help- 
ing to meet the urgent bread ration needs in countries throughout the world. 
As soon as supplies again became available from many other sources and new 
mills were built in importing countries, there were an increasing number of 
country trade problems in regard to United States flour exports. 

In order to deal more effectively with such problems, the Millers’ National 
Federation established an export programs division in January 1952. It is one 
of the few trade associations that is organized to give specific attention to coun- 
try trade problems. The export division is working constantly on a wide 
variety of industry trade problems as well as market promotion for United 
States wheat products. As a result, it has had much first hand experience 
with the operations of the Trade Agreements program and its relationship to 
the development of foreign markets. 

Based on this experience, the Federation would like to make the following 
specific observations and recommendations regarding H. R. 10368. 

1. It favors the 5-year extension of the act. This is an important feature in 
order to accomplish anything constructive under the program. It has noted 
repeatedly the difficulties of trade negotiations, particularly on a multilateral 
basis, when the act has been renewed for a limited period or even during much 
of the last year of an extension period. 

With the limited negotiating authority for tariff rates as provided under the 
bill, the longer effective period of the act appears even more necessary. Our 
experience with the 1955 act, for example, which provided for a maximum 
negotiating authority of 15 percent of which 5 percent per year was permissive, 
was that relatively few significant concessions could be obtained by the United 
States. Other countries were not interested in granting many significant con- 
cessions if the maximum United States concession amounted to 10 or 15 percent. 
The Federation submitted requests for many country adjustments in trade 
restrictions in regard to wheat flour. We believe that they were practical and 
constructive but the results of the 1956 GATT negotiations in Geneva were cer- 
tainly disappointing in this regard. The 5-year extension would permit the 
possibility of making some further progress in negotiating with foreign countries 
about many of our existing trade restrictions and barriers. 

2. There are continually new problems and country situations arising that 
are not covered by existing trade agreements. Without the possibility of supple- 
mental or new negotiations, as would be permissive under the extension of the 
act, there is no way in which the United States can effectively deal with such 
trade problems. While the United States has trade agreements with most of 
the larger trading countries, there are numerous smaller countries not covered 
by the program at the present time. Many of these areas are presently or 
potentially important markets for wheat flour and many other United States 
surplus products but without a trade agreement or their membership in GATT, 
it is very difficult to deal with the trade problems that arise. 

A case in point is the new British Federation that is being formed in the 
Caribbean area. This Commonwealth Federation includes about a dozen islands 
of which Jamaica and Trinidad are significant markets. They also are im- 
portant sources for many noncompetitive imports as well as a growing tourist 
area. The Island Federation Government will soon be organized and will be 
considering tariff rates for import commodities as well as trade policy matters. 
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It would be most unfortunate in our opinion if the United States were denied 
the opportunity of establishing its trade on a sound basis with this new federated 
area which lies almost at our doorstep. Without an extension of the act and 
negotiating authority, there would appear to be no possibility of dealing with 
new trade problems of this kind. 

Another example is the developing common market area in Europe. Almost 
constant attention will be required during the next several years in order 
that United States trade with the area may be handled on a practical basis. 
While trade agreements exist with all of the individual countries, there will need 
to be supplemental negotiations in order to take account of changes that are likely 
to develop in connection with the tariff adjustments called for in the common 
market. Without an extension of the Trade Agreements Act and adequate 
negotiating authority, the United States would have its hands tied in dealing 
effectively with this new type of problem. 

Similar common market or special trade area proposals are being suggested 
for many other regions of the world. Also, a number of important countries 
which are markets for United States products, from which we obtain many 
import items, are requesting changes in existing tariff rates, exchange controls 
and other features affecting the foreign trade of the country. Likewise the 
United States frequently finds itself in a position of modifying or wishing to 
change some of its previous tariff rates established under earlier agreements. 
While limited adjustments are possible under existing authority, we are in- 
formed that it is not possible to deal adequately with the many new adjustments 
without an extension of the act and additional negotiating authority. 

8. In addition to tariff rates, there is a considerable number of other types of 
import controls and other measures that Deed active attention. They include 
import licenses, exchange controls, import quotas, special taxes and charges in 
addition to duties, bilateral or barter types of trade agreements, artificial ex- 
change rates, special pricing or subsidy arrangements, etc. The negotiation for 
reduction of duties in trade agreements has little meaning if no licenses are 
issued for import or if the reduction is offset by new special taxes or abnormal 
rates of exchange. 

This is a field of activity in connection with trade agreement matters which 
would seem to deserve continued and increasing attention in the period ahead 
if United States exports are to move to many markets. It represents many day 
to day trade restriction problems for United States exporters and, to be handled 
effectively, it requires both adequate authority and necessary administrative 
procedures and directives. While many problems of this kind have been and are 
being handled under existing agreement authority and procedures, the gains in 
foreign trade for the United States could be spectacular if more of these types 
of restrictive import controls could be reduced or eliminated. A closer co- 
ordination of the trade agreements program with some other United States 
programs also could probably be quite effective in many cases in dealing with 
these types of trade problems. 

In country after country at the present time we find the anomalous situation 
of United States exports being severely restricted by various forms of import 
controls or other measures, yet special requests for aid and assistance as well 
as access to the United States market are being made and granted by the United 
States. It is doubtful that there is any other important trading country in the 
world that operates its foreign trade or foreign economic activities on as un- 
related a basis as the United States. It is believed that much of the criticism of 
the trade agreements program could be overcome and effective safeguards pro- 
vided if the United States were able to operate the program on a broader and more 
coordinated basis. 

In its statement of support of the Trade Agreements Act, the Federation has 
attempted to emphasize practical and constructive aspects of the United States 
foreign trade policy that we believe to be important, also points that are not 
generally repetitious of other testimony which has already been presented 
to the Committee. We hope that the Committee and the Congress will give 
special attention to the need for continuing negotiating authority to deal with 
constantly arising foreign trade problems and that attention will be directed 
in all ways possible toward developing more reciprocity for United States trade 
in the future. 
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STATEMENT OF THE AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION RELATIVE 
TO EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS 


The American National Cattlemen's Association, Denver, Colo., was organized 
in 1898 and is a voluntary association representing 28 State cattlemen’s asso- 
ciations, more than 100 local, county and regional cattlemen’s associations and 
thousand of individual cattlemen. 

The policies of the association are established by democratic vote in open con- 
vention by delegates of affiliated organizations and individual members. 

Our association has long maintained a policy relative to international trade 
favoring a reasonable degree of protection for American industry, agriculture 
and labor. 

Our latest declaration of policy on this subject was Resolution No. 2 and No. 3 
adopted in general convention assembled at Oklahoma City, Okla., January 8, 
1958. 

RESOLUTION No. 2, TARIFFS 


“Whereas our import duties are among the lowest in the world ; and 

“Whereas the Trade Agreements Act which expires next June, has been shown 
to be a tool for further lowering our protective tariffs ; and 

“Whereas our present inadequate protective tariffs would be further endan- 
gered by endorsement of the Organization for Trade Cooperation which in 
effect would take away the power of Congress to set tariff rates and make trade 
agreements : Therefore be it 

“Resolved, That we urge Congress not to extend the trade-agreements program 
and to resist pressure for endorsement of the Organization for Trade 


Cooperation.” 
RESOLUTION No. 3 ImporTS OF CATTLE AND BEEF 


“Whereas cattle and dressed, canned and processed beef from foreign coun- 
tries are attracted to our markets whenever domestic prices reach a level at 
which we can operate without loss ; and 

“Whereas the present import duties are inadequate to protect our markets 
against importations of more cheaply produced cattle and beef from foreign 
countries ; and 

Whereas, our present protective tariff was written several decades ago and 
is now inadequate under present conditions of greatly increased costs of pro- 
duction in the United States; therefore be it 

“Resolved, That we ask Congress and the Tariff Commission to revise these 
old import duty rates and import quotas to a more realistic basis which will 
preserve the American market for American producers.” 

During the past 5 years, except in the past 6 or 8 months, the beef cattle in- 
dustry has suffered from disastrously low prices as well as serious droughts. 
However, in spite of the hardships endured by the industry as a result of those 
conditions, the cattlemen of the Nation have consistently refused to accept 
Government price subsidies. Rather, they preferred to furnish beef to the 
public at the open- and free-market price. This they did at considerable cost 
to themselves. 

However, now that they have worked themselves out of the tight spot created 
by low prices, drought and an oversupplied market and have achieved a sem- 
blance of balance between supply and demand, foreign supplies of beef give 
very definite indications of upsetting that balance and again placing the cattle 
producer in an unsound economic position. 

While the cattle grower is now getting a fair return for his cattle, it must 
not be forgotten that his costs of production, as in most other industries, have 
risen steadily over the years and he cannot be expected to compete with foreign 
production that is now beginning to invade his market. Cattle prices have no 
floor under them and are vulnerable at all times to the supply factor. To the 
extent that foreign supplies on the domestic market increase, the prices on that 
market must suffer. As a matter of fact, even a small oversupply of highly 
perishable beef exerts a downward price pressure out of all proportion to the 
numbers involved. 

The attached chart shows graphically what has happened to the cattle 
industry during the past 5 years, compared with the previous 6 years which 
might be termed normal years. Had it not been for the closing of the borders 
because of foot-and-mouth disease in one of our big cattle exporters to this 
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country, it is doubtful that we should have had the prices shown for the years 
1947 to 1952. Added imports from Mexico would have beat them down. When 
the domestic prices get to a point of fair return to the domestic cattle pro- 
ducers, immediately they are faced with competing imports. 

During the first 5 weeks of 1958, this Nation received almost 17 million pounds 
of meat from Canada alone, an increase of 250 percent over the same period in 
1957. 

Under reciprocal trade, the cattlemen’s protection against competing imports 
have been whittled down by from 33% to 50 percent of that given in the Tariff 
Act of 1930, and even the original protection, written into the law several 
decades ago, would now be inadequate under the industry’s higher costs of 
production. 

We therefore wish to register our opposition to renewal of the Reciprocal 
Trade Agreements Act. 


[From Livestock and Meat Situation, published by Agricultural Marketing Service, USDA] 


March 1958. 


TABLE 5.—/mports of cattle and of meat into the United States, average 1937-41, 
annual 1947 to date * 


Live cattle and calves | Meat 














Prices re- 
fa ii NN 
Period farmers, 
Product weight | Carcass weight equivalent beef 
| From From rege fi eet cattle 
| Canada ?} Mexico 3 | all coun- 
tries Beefand| Pork Beef «| Pork Total 
veal meat 
Average: Head Head Head Mil lb. | Mil. lb. | Mil. lb. | Mil. lb. | Mil. lb. 

1937-41 ___. 244, 425 374, 473 619, 705 17 130 214 40 SORE 4 G42 
Picinckose es 82, 890 4 1, 430 84, 505 34 (8) 64 (8) OF $18. 40 
Ee ieceaces al, (MEE Lanskestnda 461, 679 215 1 351 1 360 22. 20 
ee cst eencae 433, 458 |..........| 433, 458 171 3 247 3 261 19. 80 
1950_..........] 460,895 |..........| 460,969 210 32 338 33 384 23. 30 
Wiss bd a 238, 959 324 49 472 51 542 28. 70 
intestate iene 12, 784 127, 279 140, 461 284 62 429 71 506 24. 30 
Sn ce enews 69, 910 127, 927 198, 226 160 146 271 164 438 16. 30 
Bese cbs 85, 939 |. 85, 056 126 171 225 184 412 16. 00 
i dignictaneen 66, 603 247, 751 314, 377 199 162 222 175 399 15. 60 
ee 49, 028 110, 256 159, 365 112 140 204 151 356 14. 90 
Dita wenie 391,189 | 336,472 | 727,853 232 133 371 144 524 617.33 





1 Imports of live animals other than cattle are few. 

2 Effective February 25, 1952, the United States placed an embargo on the imports of live cattle from 
Canada due to an outbreak of foot-and-mouth disease. This embargo was removed March 1, 1953. 

3 On December 27, 1946 an embargo was placed on imports of Mexican cattle due to an outbreak of foot-and- 
mouth disease. The embargo was removed September 1, 1952. Effective May 23, 1953 the United States 
imposed an embargo following another outbreak. This embargo was lifted January 1, 1955. 

‘Imports actually entered the United States in December 1946 after the customs office closed its books. 

§ Less than 500,000 pounds. 


‘This figure computed by American National Cattlemen’s Assn, using USDA monthly averages. 
More complete data will be published in a later issue of this situation. 


STATEMENT OF THE INSTITUTE OF AMERICAN POULTRY INDUSTRIES ON EXTENSION 
OF THE RECIPROCAL TRADE AGREEMENTS Act BY CLIFF D. CARPENTER, PRESI- 
DENT 


The Institute of American Poultry Industries is a nonprofit organization 
which was organized nearly 33 years ago. Its members include processors and 
distributors of poultry and eggs and their products and, in addition, producers, 
breeders, hatcherymen, and other allied interests. 

The Institute of American Poultry Industries supports the extension of the 
Reciprocal Trade Agreements Act and its objective of expanding foreign trade 
on a mutually benefitting basis through the elimination of unjust and unreason- 
able barriers to trade. 

The importance of the poultry and egg industry in the United States is self- 
evident. Poultry and eggs are the third largest producer of cash farm income. 
Gross farm income from poultry and eggs is greater than the total income from 
corn and all other feed grains put together, including government payments. 
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It exceeds the income from wheat, or cotton, or tobacco, or from fruits and 
vegetables. The income produced by poultry and eggs is exceeded only by the 
income received from red meat animals and dairy products. The 4 million 
farmers involved in the production of poultry and eggs are located in almost 
every county in the United States. The farmers who produce poultry and 
eggs and those upon whom they rely to process and distribute their products 
are largely small-business men. 

There has been little foreign trade in poultry products. Since the close of 
World War II, however, there has been a technological revolution in both the 
production and processing of poultry products. As a result of research, new 
breeds, new feeds, and new methods of processing have been developed. It is 
now possible to produce new meat-type chicken in 8 to 10 weeks, which, with 
new techniques in processing, are put in ready-to-cook form. This new type 
high quality product has resulted in virtually doubling per capita consumption. 
New markets are needed to provide additional outlets for our production. 

American poultry products are produced under the full impact of the in- 
exorable law of supply and demand. Production of poultry in the United States 
is subject to many factors which place domestic producers at a disadvantage 
with foreign producers. Most grains and other feed items going into domestic 
poultry and egg production are afforded price protection by some form of price 
support. This results in higher feed costs for American producers. On the 
other hand, the Government of the United States to a greater or lesser extent 
subsidizes grain for export, and to the extent that this lowers feed costs, for- 
eign producers are given an advantage. Moreover, poultry production in the 
United States is subjected to rigid inspection requirements, which, while giving 
consumers added assurances of the wholesomeness of the product, nevertheless 
increase production costs. The high-wage levels and employee benefits which 
are attendant with American production, and the high taxes which exist in the 
United States, also increase production costs. These facts all indicate that 
foreign producers need have no substantial fear of United States production. 

Notwithstanding the fact that United States poultry is competitive only at 
certain times during low-price cycles in the United States provided quality is 
taken into consideration, a substantial foreign maket potential for American 
poultry nevertheless exists because of the great possibilities for an expansion 
in the consumption of poultry products. This will provide an enlarged market 
for all poultry products regardless of where produced. There is good reason 
to believe that export demand may be stimulated through adequate promotion 
and market development programs. In the last year or so Western Germany 
and Switzerland have commenced purchasing United States poultry products in 
commercial quantities for the first time in history. The product currently 
being exported from the United States is not displacing other production—it 
is the result of increased consumption and represents entirely new marketings. 
By providing foreign consumers with the high quality meat-type ready-to-cook 
new product which has been developed in the United States and is not generally 
produced elsewhere, increased consumer acceptability and expanded foreign 
markets are being created. Per capita poultry consumption in all other coun- 
tries of the world, with the exception of Canada, is extremely low when com- 
pared with United States consumption. For example, the country which is cur- 
rently the largest exporter of poultry in the world has a per capita consumption 
of only a little over 2 pounds as compared to a United States consumption of 
81 pounds. 

Increased markets for poultry not only serve to supply the growing needs 
and demands of foreign consumers for additional protein products, but also 
furnish outlets for substantial quantities of surplus feedstuffs. 

Despite the low per capita consumption generally in the other countries of 
the world and the high level of cost attendant with United States production, 
almost all foreign countries maintain trade barriers in some form which restrict 
market opportunities for United States poultry. The attached table illustrates 
the extent and nature of these barriers. 

It is obvious that in many instances restrictions are being unjustly applied 
against United States poultry, but not against poultry originating from other 
sources, by countries whose indigenous production is incapable of producing 
sufficient poultry products to supply consumer demand and an adequate protein 
diet. The Institute of American Poultry Industries in supporting an extension 
of the Reciprocal Trade Agreements Act recommends that in carrying out a 
renewed and extended trade agreements authority a high priority be placed on 
the elimination or modification of these restrictions. 
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Foreign restrictions on import of United States poultry 

















Excluded Sanitary Import 
Country through /{Import duties} restrictions | license con- 
exchan that prohibit trols 
controls trade 
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! Limited dollar exchange being made available. 


The Crarmman. Our next witness is Mr. Reuben L. Johnson. _ 

Mr. Johnson, although we quite well recall you and your previous 
appearances before the committee, will you please identify yourself 
for the record by giving your name, address, and the capacity in which 
you appear ? 

Mr. Jounson. Thank you very much, Mr. Chairman. 


STATEMENT OF REUBEN JOHNSON, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Jounson. I am Reuben Johnson, coordinator of legislative 
services, National Farmers Union. 

Farmers Union has a long history of support for various interna- 
tional agreements which wil provide for expanding our trade in an 
orderly manner. We have supported in the past the International 
Wheat and Sugar Agreements, negotiation of other such agreements 
rae farm commodities that enter importantly into international 
trade. 

We supported the extension of the Reciprocal Trade Agreements 
Act in 1955 in a hearing before this committee. We support United 
States participation in the General Agreement on Tariffs and Trade. 
In keeping with our interest in an expanded orderly trade with other 
free nations, we favor enactment of H. R. 10368. 
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From an economic point of view, farmers realistically view foreign 
policy out of 6 years of falling farm prices and farm incomes. Over 
this period the official policy of President Eisenhower and Secreta 
Benson has been that of furthering sliding-scale laws and the sliding- 
scale philosophy. Farmers want “the United States to follow intel- 
ligent, enlightened, and humanitarian foreign economic policies. But 
they do not want to see the total cost of such policies loaded upon 
taste already sore backs, or for that matter on the backs of coal miners 

‘any other small group of the labor force. 

"We believe that the Congres has very wisely written section 22 into 
agricultural legislation to protect the income of the United States 
farms and their price support programs. We do not feel that the 
enactment of H. R. 10368 would preclude the appropriate agencies of 
the executive branch from using section 22 to protect farmers’ farm 
income protection programs. This section has been used on a number 
of occasions when it was necessary to take action to protect farmers’ 
interests. 

We are convinced that just an intelligent consideration should be 
given under the expanded Reciprocal Trade Agreements Act to other 
businesses and laboring people. In order to give assistance to other 
interests adversely affected by our trade policy, we urge that the 
committee amend H. R. 10368 to include the provisions of S. 2907. 
This bill provides assistance to communities, industries, business 
enterprises, and individuals to facilitate adjustments which may be 
necessary as a result of lowering trade barriers. 

We believe that the United States is fully capable of adopting a 

trade program that will allow other nations to sell us more of their 
goods on a mutually advantageous basis and do it in such a way that 
it will not result in damage to farmers and other working people in 
our country. 

In connection with the operation of United States farm income im- 
provement programs, Farmers Union continues to urge enactment, as 
part of the needed comprehensive system of commodity programs, 
of needed import regulations to provide for parity income levels for 
farmers. This can be done by automatically fluctuating tariffs or 
import quotas on unusual imports of competing farm commodities, 
or preferably income deficiency payments to prevent our domestic 
programs from becoming an artificial inducement to unusual imports, 
or a combination of the two approaches as in the Wool and Sugar 
Acts. This is the application to farm commodities of the trade ad- 
justment aid program for industrial and commercial enterprises and 
labor. 

Farmers Union continues to urge establishment of needed multi- 
lateral economic institutions and action agencies to bring about closer 
economic integration and more rapid economic development of the 
nations of the free world. We do not believe that the raw material 
producers of the world, including farmers, can be placed entirely on 
the so-called free market any more than they can within the United 
States. This requires conscious governmental multilateral interna- 
tional economic planning and ac tion programs, of which the reciprocal 
trade agreements program is one. We therefore recommend your 
favorable action on renewal and extension of this worthwhile and 
desirable program. 
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The Cxuarrman. Mr. Johnson, we thank you, sir, for a very fine 
statement. 

Are there any questions? 

Mr.. Jounson, Mr. Chairman, I have a longer statement which 
reflects more fully the views of National Farmers Union, which I 
would like to insert in the record at this point. 

The Cuaimman. Without objection, that will be included in the 
record. 

We do thank you, sir, for coming to the committee and giving us 
the benefit of the views of your organization. 

Mr. Jounson. Thank you very much, Mr. Chairman. 

The Cuarrman. Thank you, sir. 

(The longer statement referred to above is as follows :) 


Imports, ExpoRTS—-AGRICULTURAL TRADE 


By REUBEN JOHNSON AND Howarp ToLLey 
LEGISLATIVE ANALYSIS MEMORANDUM No. 56-4 
REVISION No. 1 


(For current legislative and economic developments see Supplements No. 1 and 
No. 2 especially of this LAM and section 6 of the Legislative Looseleaf 
Handbook.) 


The United States has had thrust upon it the responsibility for leadership of 
the free world. As the world’s leading agricultural and industrial producer, the 
United States wields great influence over world markets, world prices, and world 
economic stability. More importantly, because of its great economic power, it 
can help or worsen the chances for world peace. The United States has a 
responsibility it cannot shirk for exercising its power and leadership in interna- 
tional economic cooperation, including trade, toward the end that economic con- 
flicts may be resolved in the interest of a permanent peace. 

More, not less effort should be made to attain human welfare objectives in 
trade and in agricultural programs in general. Farm families, as well as other 
citizens, are interested in creating the conditions under which the people of the 
world who produce vital food and fiber can have rising living standards and the 
good life. More international trade cooperation and the elimination of econo- 
mic problems which create international frictions are worthy goals. 

It is in this spirit that Farmers Union has wielded influence on the Nation’s 
trade policies and programs of international cooperation. 

Pressures for economic isolation are greatest during periods when primary 
producers are not sharing equitably in national wealth and income. For this 
reason, domestic economic policy enters importantly into trade policy. 

Trade is a two-way street. It is best carried on where a well defined set of 
rules governs the flow. Such a set of rules is necessary in a world where all 
the major agriculture producing nations have domestic price support pro- 
grams as well as restrictions on imports of agricultural and industrial goods. 
It is out of the need for such a set of rules that the General Agreement on Trade 
and Tariff was established and that the United States Congress passed the 
Reciprocal Trade Agreements Act. It is because of the need for even greater 
international economic cooperation that Farmers Union supports an international 
food and raw materials reserve, additional commodity agreements, extension 
of Reciprocal Trade Agreement Act, simplified customs procedure, United States 
membership in the Organization for Trade Cooperation and a democratic world 
economic union. 


EXPORTS AND THE UNITED STATES FARMER 


Total domestic exports of agriculture and nonagricultural commodities 
amounted to $20.7 billion in 1957 fiscal year. The previous high year was fiscal 
1956 when $16.9 billion agricultural and nonagricultural products were exported. 
The increase in fiscal 1957 over fiscal 1956 is $3.6 billion or 18 percent. 

Agricultural exports in fiscal 1957 were $4.7 billion or 23 percent of total 
domestic exports. Agriculture’s share of total domestic exports dropped from 
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26 percent in fiscal 1952 to 19 percent in fiscal 1953 and fiscal 1954. Agriculture’s 
share of total exports in fiscal 1957 are larger than any year since the 1952 fiscal 
year. 

Total agricultural exports in fiscal 1957 amount to $4.7 billion, an all-time 
high. 

In fiscal 1957, agricultural commodity exports were the equivalent of the 
produce of 1 crop acre out of every 6. This was equal to the production of 50 
million acres that moved into export trade. Some crops are moved overseas in 
large volume. Twelve cents of every marketing dollar in the 1957 fiscal year 
came from exports. 

Exports in the 1956 marketing year as a percent of production that year were: 
cotton, 57 percent; rice, 56 percent; wheat, 53.7 percent; soybeans, 35 percent; 
flue-cured tobacco, 31.6 percent, and lard, 22.0 percent. 

Of the total United States exports in the 1957 fiscal year, 40 percent were 
made under Federal export expanding programs. Public Law 480, the Agricul- 
tural Trade and Development Act, accounted for 32 percent of these exports. 

Public Law 480 made possible a high percentage of the exports of important 
commodities ; 57 percent of wheat exports were under this law ; 48 percent of corn 
exports; 81 percent of rice exports; 30 percent of cotton exports and 47 percent 
of cottonseed and soybeans exports. Because of the quantities of agricultural 
commodities exported under the law, it is of great importance to farmers. Its 
principal shortcoming is that long drawn-out bilateral negotiations are required 
in making sales. Consideration of third and fourth country interest make 
negotiations broader than strictly bilateral. 

Exports under all government programs, plus other exports totaled $4.7 billion 
in fiscal 1957. The breakdowns by kinds of sales is as follows: 





Amount in Percent of 

















millions total 

I a es cadnbeemed onnovapeceesanse $1. 27 27 

eis tito es Mili. Lo. Lau ckneseh ana sreebinidiunseccediveencesat . 36 | 7 

en ea ERG TE Sr es Dies ds on Sao 25 5 

Credit sales ¢_._.___- i a . 07 144 

oe ee a oer ete arc pee 2.78 | 5OLG 
a na nal a ae as oe rahe oe de 4.73 100 

1 Title I, Public Law 480; sec. 402, Public Law 665, Mutual Security Act. 
2 Title III, Public Law 480 and other legislation. 
3 Titles IT and III, Public Law 480. 
4 Export-Import Bank loans, 
5 Includes sales abroad at prices below domestic prices. 
{In millions] 
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IMPORTS AND THE UNITED STATES FARMER 


Imported farm commodities are of two kinds: (1) those that compete in the 
domestic market with domestically produced commodities and (2) those that 
do not compete in the domestic market with products of U. 8. farms. Imports 
under (1) are called supplementary and under (2) are called complementary. 

Imports of agricultural commodities (supplementary and complementary) 
totaled $3.8 billion in fiscal 1957, 7 percent less than the previous year. Of 
this amount supplementary imports totaled $1.5 billion or 40 percent of the total. 

Most of the declines in agricultural imports occurred in rubber, coffee, cocoa 
beans, and wool. Supplementary imports are down 3 percent in the 1957 fiscal 
year from the previous such year. 

The importance of complementary imports to United States farmers lies in 
their price to farmers as consumers and in the significance of these commodities 
to other governments as a means of earning United States dollars with which 
to buy our farm and industrial commodities. 


POSITION OF FARMERS UNION 


It is a matter of commonsense to realize (1) that everybody would be better 
off if we produced and distributed more goods, and services, in the most eco- 
nomical manner possible and (2) that people all over the world have common 
aspirations, needs, and vested interests similar to our own. In terms of the 
total economy of the free world, this means that each country should produce 
what it can most efficiently produce, trading the excess for the excess of goods 
produced more efficiently by other countries. This is the premise underlying 
the common market now being formed under treaty by six European nations. 
This is a significant historical move and it may well prove to be a beginning 
step toward the economic integration of a large area of the democratic world 
in the order of a Democratic World Economic Union proposed by Farmers Union. 
Such a union, composed of nations that will subscribe to the kinds of demo- 
cratic rights and privileges set forth in the United States Constitution and Bill 
of Rights, could develop and operate the economic development and trade pro- 
motion programs that would contribute most to rapid integration and growth 
of free world economies. 

In the existing ways of conducting trade we have a network of human insti- 
tutions such as laws, custom, investment in plant, etc. Every nation has at- 
tempted to solve its own economic problem in its own way. In agriculture the 
aim has been to raise the relatively low income of farm families. Income 
parity with the nonfarm population is a frequently mentioned goal of farm 
people in the free nations and basic legislation has been enacted by many nations 
toward this end. 

Farm families have a direct and important interest in the terms under which 
imports are allowed to enter the domestic market. For these families, the 
advantages gained from the exportation of other farm products and of nonfarm 
products are general, diffused, and indirect, while the competitive nature of 
supplementary imports is direct and immediate. 

It is not surprising that farm families take the attitude they do toward sup- 
plementary imports of agricultural commodities. They understand that mar- 
kets and other institutions are made by man and can be changed by them. We 
hear a great deal these days about how a free domestic agricultural economy 
would promote trade and about the need to reduce the difference between do- 
mestie agricultural prices and world prices. This talk doesn’t emanate from 
agricultural interests or the sincere representation of agricultural interests. 
The fact is that there is no such thing as an automatically operating free mar- 
ket system. Any market is “free” only within a framework of law, property 
rights, health distribution, trade practices, and other rules of the game. In 
our present way of doing things, trade is best carried on where there is a 
well-defined set of rules in operation. 

It is out of this need that the General Agreement on Tariffs and Trade was 
established and that the United States Congress passed the Reciprocal Trade 
Agreements Act, further simplified customs procedure and has conducted public 
hearings on whether the United States should join the Organization for Trade 
Cooperation. It is due to the need for even greater economic cooperation that 
we in Farmers Union have supported an international food and raw materials 
reserve, or world food bank. Additional international commodity agreements 
on the order of those in effect for sugar and wheat to buttress and operate in 
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conjunction with the international food and raw materials reserve and United 
States membership in the Organization for Trade Cooperation, the administrative 
arm of the General Agreement on Tariffs and Trade. 

In the United States it would be both foolhardy and foolish to abolish all fair- 
trade laws, tariffs, patents, unions, preferential freight rates, subsidies to air- 
lines, maritime operators, and the rest. , It would be equally unrealistic to expect 
that the peoples and governments of other countries are going to give up the 
myriad institutional interferences with the free privately controlled market of the 
type visualized by mid-Victorian economic theorists. 

But even if it were possible, to get the people and the governments to eliminate 
government assistance and regulation of international markets, we are con- 
vinced that this would not be the best thing to do. The reason is this: The in- 
stability of prices of raw materials, including agricultural commodities, is a 
two-edged sword. that cuts down economic progress for both producers and 
consumers. 

Investments in economic expansion designed to increase the total output of raw 
materials must be made far in advance of the time when the products will be 
marketed. Instability in raw material prices presents such an added and serious 
factor of uncertainty in the calculation of returns on such investments, that the 
level of investment in expanded raw material exploitation is undoubtedly slowed 
down. 

Likewise, the investments in processing and manufacturing industries that use 
raw materials must be made well in advance of their ultimate recovery of the 
investment from profits made from the sale of processed or manufactured prod- 
ucts. Consumer need, and in some respects consumer demand, is relatively 
Stable, and can be fairly well gaged. But faced with wildly fluctuating raw 
material costs, the manufacturer like the raw materials producer must introduce 
a large uncertainty factor into his investment calculations. 

The meaning of this, to us, is clear. It means that the most fruitful means of 
promoting greater international economic cooperation is not a futile attempt to 
establish some kind of mid-Victorian competitive market equilibrium, but rather 
through the bold, imaginative, conscious building of workable international eco- 
nomic institutions. What we must have is neither this Victorian free-market 
internationalism nor monumental national isolationism. The correct answer lies 
in conscious international economic planning. 

Farmers Union favors an intelligent international approach to the problem, 
we do not believe that such an approach lies in throwing domestic or foreign 
producers upon the unguided and uncontrolled trader and cartel-dominated pri- 
vate international free-market system. The approaches we have suggested are 
negotiated publicly-directed approaches to closer international ecenomic inte- 
gration. We do not believe, for example, that tariff elimination, as such, by 
unilateral action by the United States is either a sensible or a politically feasible 
approach. 

The Reciprocal Trade Agreements Act, the General Agreement on Tariffs and 
Trade, and the Organization for Trade Cooperation are negotiational types of 
consciously directed international economic cooperation that should be encour- 
aged. But we do not believe that United States farmers who produce for export 
or who produce commodities that must compete with imports should be asked to 
bear the full cost, respecting this production, of an intelligent United States 
foreign policy. We accord the same right and privilege to other domestic raw 
material and industrial producers. The benefits of better international eco- 
nomic cooperation accrue to all the people and the temporary costs involved 
should be borne by all the people. This means that in the case of both exports 
and imports, programs and policies should be established, as they have been in 
the case of the International Wheat Agreement and the Sugar Act program, to 
spread the costs to all the people instead of putting all of them directly on the 
small number of producers concerned. 

With respect to such measures, there is always a clear-cut choice of how the 
cost is to be spread to all the people. By some methods the cost is spread to all 
in their capacities as consumers and they pay the bill in increased retail prices 
of the things they buy in relation to the quantities of such purchases. To the 
extent that tariff on imports of wool raise prices of finished goods, consumers con- 
tribute to the returns of United States wool producers. 

By other methods the cost is spread to all the people in their capacities as tax- 
payers and they pay in accordance with the ability-tu-pay principle incorporated 
in the Federal personal and corporate income tax schedules. ‘This is the method | 
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followed in connection with United States operation of the International Wheat 
Agreement, 

As a general principle we urge that no United States farmer (or other pro- 
ducer), whom we expect to remain in production, be required to produce for 
export or to meet the competition of imports, at any price less than the full parity 
price. 

There are probably some industries in which the entire United States need 
and demand can be met continuously and safely through complete dependence on 
imports. In such cases, we recommend that the injured domestic industry be 
helped to make adjustments by means other than excluding imports, such as 
through conversion to other lines, extension of unemployment insurance, assist- 
ance in retraining workers, and outright purchase, where required. 

We know of no domestically produced agricultural commodity to which this 
applies. 

Programs and policies affecting agricultural imports and exports should be 
designed to provide full parity returns to domestic producers in ways that will 
be consistent with minimum hindrance to international trade and economic 
cooperation, and preferably by methods that will spread the costs to all people 
in accordance with ability-to-pay rather than through increased retail prices 
to consumers. 

We urge the enactment of legislation to renew the Reciprocal Trade Agree- 
ments Act with sufficient safeguards to fulfill the objectives outlined above. To 
be more specific: Notwithstanding any other provision of law, whenever a reduc- 
tion in import duties negotiated under the act will result in decreased income and 
employment in a domestic industry or result in reducing prices received by 
farmers so that such prices reflect less than 100 percent of parity, we urge that 
the President be authorized and directed (1) to call upon the Secretaries of 
Labor and Commerce to establish a domestic industrial readjustment program 
that will provide employment readjustment compensation, vocational training 
and migration aids to laborers unemployed thereby and that will make available 
technical assistance, capital retirement grants, and readjustment loans to in- 
dustrial and business concerns whose operations are rendered unprofitable, and 
(2) to direct the Secretary of Agriculture to initiate and put into operation a 
domestic farm price support program for the affected agricultural commodities 
through compensatory payments in combination with other means of price sup- 
port at a level reflecting 100 percent of parity. 

As leader of the free world, United States policy toward greater economic 
cooperation among the free naticns, is vital. Such a policy is practically non- 
existent in practice although in theory the administration continues to support 
the Reciprocal Trade Agreements Act, the General Agreement on Tariffs and 
Trade and its administrative arm, the Organization for Trade Cooperation. 

Following a trade policy the core of which is greater international cooperation 
and negotiation takes Farmers Union out of the controversy between the re- 
strictionists and the free traders dealt with in another action of the LAM. 


USDA AND AGRICULTURAL TRADE POLICY 


Increasing exports over past 2 marketing years has served as a relief valve for 
United States agriculture. 

Evidence points to a shift in the view Secretary Benson has had of govern- 
ment export-assisting programs. At hearings last year USDA witnesses favored 
only a 1-year extension of Public Law 480 and saw a diminishing need for the 
law. Today the Secretary is reported to favor a 2-year extension of the law with 
$2 billion yearly for implementing. Failure of the soil bank to substantially 
reduce production and Benson’s opposition to Federal programs to assist United 
States farmers in upping prices and incomes and in adjusting production to aug- 
mented demand is responsible for shift in USDA thinking. 

Congress is amenable, it appears now, to extending Public Law 480. However, 
pressure from the Budget Bureau has resulted in reducing the $2 billion Benson 
wants to $1% billion which it is reported he will be satisfied with. 

In 1956, the soil bank was presented by the administration as the panacea for 
ailing agriculture. Associated with it in 1957 is Public Law 480 and other export 
expanding programs. 

Total exports of United States agricultural commodities in fiscal 1958 are ex- 
pected to be less than exports in 1957. If losses sustained in the first quarter of 
fiscal 1958 are indicative of a trend, exports in the present marketing year could 
be substantially less. 
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One problem presented by Benson’s shift to the use of export programs, as the 
relief valve for United States agricultural production problems, aside from the 
fact that such programs do not get at the basic problems of agriculture, is that 
of upsetting traditional and historical balances in world trade. This problem 
was illustrated by Benson himself in a speech at the FAO Conference in Rome, 
Italy. He reassured the delegates, saying that he hoped the United States had 
been successful in not unduly undermining world prices or disrupting world 
markets. He added, “I suspect though that there are certain transactions in- 
volving individual commodities on which a few of you might disagree. * * * 
All I can say is that when you feel our policy is being unfair, we are willing to sit 
down with you and talk frankly about it.” 

The Canadian delegation to FAO meetings in Rome, Italy, said, for example, 
that certain United States transactions have had a serious impact on Canadian 
marketings, especially because of “the volume, intensity, and aggressiveness” of 
United States disposals operations. They acknowledged that the United States 
had tried to reduce dislocation to normal trade arising from disposals but they 
added that “it is incontestable that there has been damage.” 

There are many justifications for an intelligently managed Public Law 480 
program as one side of a well-balanced farm program. These justifications have 
been documented in testimony of FU witnesses before the special Senate Agri- 
culture Committee who have looked at and talked about the program as a foreign 
policy program rather than a farm program. Viewed in this light, perhaps one 
of the greatest justifications for the program is the increasing shortage of dollars 
in countries which normally import substantial quantities of agricultural com- 
modities. To a very large extent, the trade deficits of dollar-short nations have 
been offset by United States economic assistance in the form of Public Law 480, 
dollar loans and grants, military expenditures, and small amounts of private 
United States investment capital moving abroad. Up to 75 or 80 percent of 
dollars we have sent abroad under the mutual security program find their way 
back to the United States, thus stimulating domestic business and industrial ac- 
tivity. With sizable quantities of United States agricultural commodities being 
sold for soft currency, most of the dollars we send abroad that return to the 
United States are expended for hard goods. 

The restrictionists are representative of the political and economic isolationists 
and favor a Fortress America go-it-alone approach to trade problems while the 
free traders would put exclusive reliance upon the cartels which control a 
substantial portion of the world’s trade and thereby the supply which gives them 
administered control on consumer prices. 


Restrictionists 


On the restrictionists’ end of the trade controversy, the United States farmer 
would have to either shut off the production of 1 acre in every 6 that last year 
moved into export trade or shift to some commodity that can be sold in the United 
States, or both. 

A large segment of United States industrial production would be idled and 
workers would be laid off, due to lack of both raw materials and foreign markets, 

United States farmer’s cost of production and living would rise owing to in- 
creased cost of goods. 

Living standards in all the free world would be reduced owing to lower pro- 
duction and higher costs of production per unit. 

Stomach communism in many areas of the world would be promoted. A 
Fortress America would become inevitable. 

If we want the restrictionist or go-it-alone policy, it can be done with protective 
embargoes and preclusive tariffs against imports; expansion of “Buy American” 
policies, refusal to support the United Nations and the Food and Agriculture 
Organization; and stopping United States economic aid to nations of the free 
world. 


Free traders 


The other end of the trade controversy is to rely exclusively upon cartel- 
denominated, so-called free international trade. 

We would do this by repealing our tariffs, abolishing our restrictions against 
competing imports, such as sugar, wool, feed grains, barley, and dairy products: 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement, pulling out of 
World Bank and International Monetary Fund, refuse to renew the Reciprocal 
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Trade Agreement Act, repeal section 22 and the escape clause. All other export- 
ing and importing countries would take similar action. 

International trade would then be dominated by international private cartels— 
huge international trade monopolies. Only the farmers and other raw material 
producers of the world would fully enjoy the fruits of competition. 

United States producers would be set free in an administered-price market 
dominated by foreign government regulation and international private cartels. 
Prices paid by United States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such as tin, 
rubber, and iron ore would fluctuate widely from month to month and year to 
year. This would discourage productive investments and retard free world 
economic expansion. 

Free traders are found primarily among consumer and importer interests but 
they have succeeded in thoroughly confusing the Farm Bureau whose repre- 
sentatives at times talk like free traders and at other times act like restric- 
tionists depending upon the issue at hand. They ignore trade barriers in other 
countries in their support of unilateral reductions of United States duties and a 
return to a free market for agriculture. 

The position of Farmers Union is that neither of these roads is the right road. 
(See section of LAM on FU’s position). 


EUROPEAN COMMON MARKET 


The European Common Market is a step toward a democratic World Economic 
Union and, as such, is a significant turning point in history. The six countries 
who have signed a treaty to launch the common markets are: France, West 
Germany, Belgium, the Netherlands, Luxembourg, and Italy. The treaty pro- 
vides for a common market in association with the overseas territories of the 
member countries. It provides a 12- to 15-year transition period and is expected 
to take effect January 1, 1958. At the end of the transition period all tariffs 
between the member countires will be eliminated and there will be no immigration 
or other barriers between the nations. 

The potential advantages of the common market have been described as— 
Duty-free access to a market comparable in population to the United States. 
Savings in unit costs through an increased volume of production. 

A greater variety of choice for the consumer. 

More jobs. 

A chance to create new industries which could not economically be de- 
veloped for a single national market. 


GENERAL AGREEMENT ON TRADE AND TARIFFS (GATT) 


The objective of GATT is to reduce or romove trade barriers. The most im- 
portant steps in lowering these barriers are commonly recognized as the 
following: 

(1) Nondiscrimination in trade by each of the participating countries. 

(2) Commitments giving effect to negotiated tariff concessions. 

(3) Reducing the use of quotas limiting the quantities of products which may 
move in international trade. 

(1) Discrimination in commercial trade policy is commonly referred to as 
“most-favored-nation treatment.” In the GATT each of the 37 member countries 
agrees to give all other contracting parties any trade advantage, favor, privilege, 
or immunity it grants to any other country. Such treatment shall be no less 
favorable than that accorded any other country, whether or not the other 
country is a member of GATT. The most-favored-nation principle has been 
included in United States commercial treaties and agreements since 1778 and 
in its present form since 1923. 


Tariff reductions or concessions 


Approximately 58,000 tariff concessions have been negotiated during the meet- 
ing of member nations. These have involved either tariff reductions or com- 
mitments against tariff increases. 

In the United States the executive branch is charged with the responsibility 
of seeing that tariff concessions shall not result in serious injury to a domestic 
industry. If injury does result, modification or withdrawal of the concession 
is authorized under the escape clause of the agreement. When escape clause 
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action is taken by one country, other countries whose trade is adversely affected 
are entitled to suspend equivalent obligations under the agreement to maintain 
the fairness and balance of the concessions. | 


Reduction and elimination of quotas 

An import quota is regarded as a greater barrier to trade than is a tariff 
inasmuch as it constitutes an absolute barrier. Nevertheless, quotas are in 
effect for a variety of manufactured goods and agricultural commodities in the 
United States. 


Exception to GATT rules 

Every major agricultural producing country has some kind of program in 
effect to boost farm prices. So exceptions to GATT rules are necessary to give 
member countries the right to protect price supports and production control 
programs. Exceptions are essential in the case of the United States or farm 
commodity prices would be at or near the world level. Farmers in the United 
States would be faced with paying artificially high and administered prices for 
many items they buy, and receiving low and fluctuating prices for the com- 
modities they sell. 

On the other side of the coin, an exception in the agreement permits countries 
to prohibit or restrict exports to relieve critical shortages of foodstuffs or other 
essential products. 

Perhaps the most important exception to the general rule against restrictions 
is that which permits a country to limit the quantity or value of its imports to the 
extent necessary to protect its foreign exchange reserves. This means simply 
that if a country is short on foreign exchange, it may restrict commercial im- 
ports. Because this exception has been applied mostly by dollar-short countries 
against imports of United States goods, it has led to criticism of GATT. Applica- 
tion of such exceptions does not, however, always result in a net reduction of 
United States agricultural exports. For example, because of foreign exchange 
limitations a nation may curtail or even stop imports of luxury items to make 
possible larger imports of food or other essential items. 
| Strictly speaking, GATT is a code of conduct between 37 nations on trade 
; matters. Assisting in the reduction of trade barriers is the agreement’s prime 
function but rules are also laid down on internal taxation as it may apply to 
trade regulation. At annual meetings such as the one held in Geneva, Switzer- 
land, in 1957, member nations negotiate reciprocal trade concessions and consider 
tt complaints. 

Hy When GATT was conceived it was never meant to stand alone. It was intended 
to be an adjunct to the proposed U. N. International Trade Organization. But 
the organization never materialized primarily due to the failure of the United 
States to cooperate. The lack of an administering agency has handicapped the 
operation of the agreement and resulted in widespread support for an administra- 
Ii tive organ. 
1 | ORGANIZATION FOR TRADE COOPERATION 








In the winter of 1954-55 when it became clear that an administrative body could 
assist immeasurably in fostering international trade cooperation, the member 
nations of GATT drafted, and many immediately ratified, the Organization for 
Trade Cooperation to administer GATT and give it a permanent legal existence. 
To date, the OTC has not been ratified by the Congress of the United States. The 
complexities of expanding trade today under GATT make an administrative 
organ essential for maximum effectiveness. United States membership is nec- 
essary for OTC to function. In fact, our failure to ratify OTC, in our role as 
leader of the free world and the nation with the largest trade volume, has blocked 
the formation of OTC and nullified the efforts and actions of 22 GATT member 
countries which have already ratified it. 


RECIPROCAL TRADE AGREEMENTS ACT 


The Reciprocal Trade Agreements Act last renewed by Congress in 1955 expires 
on June 30, 1958. Its extension is necessary for effective and cooperating mem- 
bership of the United States in GATT because it is the legal instrument author- 
izing the United States participation in the negotiations which take place each 
year in the GATT Conference. 

The OTC is designed to be a useful servant. It will have a permanent staff 
and operate on a year-round basis. It will be organized in three parts: (1) The 
Assembly; (2) the Executive Committee, and (3) the secretariat. 


STE 
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Assembly 

The assembly will be made up of all the member governments. It will meet 
annually to review the work of OTC. It also has the responsibility for laying 
the guidelines for future work of OTC. 


Executive Committee 


The Executive Committee will consist of 17 member governments. They will 
be elected by the Assembly but must include the 5 member governments of chief 
importance, assuring the United States of representation on the committee. 


Secretariat 


The secretariat will be headed by a Director-General whose duties will be 
determined by the Assembly. He and his staff will help arrange for meetings, 
draft reports, and conduct needed technical studies. 

OTC will not substitute for the annual meeting of GATT but will serve in a 
variety of ways in housekeeping chores, such as interpreting GATT, maintaining 
a year-round flow of information on trade proposals, offers, and counteroffers 
concerning tariff concessions, and other matters, and in such necessary details 
as collecting, analyzing, and publishing facts and figures on trade. 

Failure to extend the act would not nullify United States membership in GATT 
but the effect would be for all practical purposes the same as outright with- 
drawal. 

SECTION 22 OF AGRICULTURAL ADJUSTMENT ACT, AS AMENDED 


Under section 22, whenever the Secretary of Agriculture has reason to believe 
that any article or articles are being imported into the United States to the detri- 
ment of programs to protect domestic agriculture, he is charged with the respon- 
sibility of taking action through the President to prevent interference with such 
programs. If the President agrees with the Secretary, he directs the Tariff Com- 
mission to investigate and report. However, in emergency situations, where im- 
mediate action is necessary to prevent damage to domestic farm programs, the 
President is authorized under the section to take immediate action without await- 
ing the recommendations of the Tariff Commission (emergency authority of the 
President to act prior to Tariff Commission studies and report was provided in 
1953 through amendment to the Trade Agreements Extension Act Public Law 
215). 

Import quotas on a number of commodities have been imposed under section 22. 

Some regulation is needed, where United States domestic prices are being 
supported at levels appreciably higher than prices in other exporting countries to 
prevent excessive imports at low prices from undermining the United States price 
structure. On the other hand, it would not be in the national interest nor in 
the long-term interest of farmers to bar all competitive imports of agricultural 
commodities. Imports of most commodities, are relatively small in comparison 
with our total production, and if they do not mount rapidly they can be handled 
in ways that will prevent any marked unfavorable influence on farmers’ prices 
and incomes. 

Section 22 should be continued and action under this section, when warranted, 
could be speeded up through improved administrative procedures and practices. 
It should not be used indiscriminately to reduce all competitive agricultural 
imports. For some commodities bilateral or multilateral negotiations with the 
countries where the imports originate might bring agreement on the volume of 
imports and conditions under which they would be received in the United States 
without injury to domestic procedures. 


The Cuarrman. Our next witness is Mr. Truman Nold. 
Mr. Nold, please come forward and identify yourself for the record, 
by giving us your name, address, and the capacity in which you appear. 


STATEMENT OF TRUMAN NOLD, DIRECTOR, UNITED STATES 
NATIONAL FRUIT EXPORT COUNCIL 


Mr. Nop. Mr. Chairman, the 11 organizations for whom I am ap- 
executive secretary of the National Apple Institute, with offices here 
in Washington. I am appearing here today not only on behalf of our 
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own organization but on behalf of 11 organizations representing the 
major interests in the fruit industry of the United States. 

The Cuarrman. Would it be possible for you to conclude your 
statements in the 20 minutes we have allotted to you, Mr. Nold? 

Mr. Notp. Yes; I believe so. 

The CuHamman. Very well,sir. You are recognized. 

Mr. Noto. Mr. Chairman, the 11 organizations for whom I am ap- 
pearing here today have agreed to combine in this joint expression of 
our views, having worked them out through our conference group, the 
United States National Fruit Export Council. 

The council membership includes the California Grape & Tree 
Fruit League; the California Citrus Industry Organizations, which 
include the Sunkist Growers, Inc., American National Growers Corp., 
and Pure Gold; the Canners League of California; the Dried Fruit 
Association of California; the Northwest Horticultural Council; the 
Northwest Canners & Freezers Assn.; the Texas Citrus Growers & 
Shippers Assn.; the Florida Citrus Mutual; the Florida Canners 
Assn.; the International Apple Assn.; and the National Apple Insti- 
tute, of which I am the executive secretary. 

More than 80,000 growers are represented in this membership, in 
addition to our shippers and processors. The acreage in orchards 
and vineyards is approximately 3 million, with an aggregate annual 
production averaging nearly 17 million tons of fruit. The farm 
value of our crops is estimated at $1.2 billion and a retail value, after 
packing, storing, processing, transportation, and distribution, of 
nearly $4 billion. Every part of this industry is directly or indirectly 
concerned and affected by our foreign trade situation. 

I might insert here that ours is not one of the so-called protected 
industries. The United States is a heavy importer of fruits and 
fruit products, many of them directly competitive with our own pro- 
duction. Nor do we have a price-supported market or structure of 
any kind. Our commodities are not price supported. The Govern- 
ment is not in the fruit business. 

In so widespread and diverse an industry, naturally we have a 
range of views and opinions on many problems. But we are up 
against one overriding problem in foreign trade. We-have joined 
together to ask the committee and the Congress to consider and act 
upon it. 

We are agreed in support of the extension of the Trade Agreements 
Act, not because we are satisfied with the way it has been adminis- 
tered in respect to our fruit problems, but because we believe it can 
be made to work, and it is urgently important to us that it be made 
to work. We shall ask your help through an operational amend- 
ment for that purpose. 

Our overriding problem is to obtain removal of discriminatory 
trade restrictions still maintained against American fruits and their 
products, by the governments of countries which are important mar- 
kets in the fruit trade of the world. 

This is not to say that we have no import problems nor tariff prob- 
lems; we do. But the overriding burden, here and now, is discrim- 
ination, in historic markets across the Atlantic. 

Not many commodities have a longer history than fruits as objects 
of commerce between peoples and nations. United States fruits are 
no newcomers to this trade. We have imported and exported from 
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tthe very beginning of the Nation. Our first ambassadors to London 
introduced American apples there, and trade developed from the or- 
chards of Virginia, of New England, New York, and the other East- 
ern States and, later, the Pacific Northwest. Apples from trees 
planted by Johnny Appleseed were barged down the Ohio and the 
Siainsinet to New Orleans, thence in sailing vessels to France. — 
our production in fruits increased, in California, Arizona, Florida, 
‘Texas—oranges, lemons, grapefruit, peaches, pears, plums, grapes, 
apricots, and others, offered as fresh fruit and in many pr 
forms—exports to foreign markets became an integral part of the 
industry’s normal commerce. 

In the 5 years between 1934 and the outbreak of war in Europe in 
1939, fruits reached first place among American food exports. r- 
ing the war they were important items to be conserved and shared 
with our allies to the extent possible. 5 

Following the war, during the period of financial crisis as the 
war-torn countries struggled to restore themselves, fruit shipments 
were held to token amounts or prohibited altogether. This began 
the quantitative controls which are still obstructing our commerce in 
fruits today. 

Every year, our Government has to get permission for American 
fruit to enter, if at all, in limited quantity or value, for a limited 
marketing period, by negotiating for it. Then such things as these 
happen: We may be denied access while others are allowed to enter. 
Other sources may be granted an open general license, while we get 
a tight quota, and shorter or less favorable periods of entry. Nego- 
tiations are cragged on and on, decisions and announcements are 
frustratingly delayed, while the season slips past and others enjoy 
the short-supplied market. 

After advocating and supporting the principles of reciprocal trade 


down through the years, this is where we find ourselves. 


The fault is not in the purposes and intent of the act, but in its 


enforcement, the conduct of the program, and the hesitancy of some 
of our friends abroad to comply with their obligations as long as it 


seems expedient not to do so. 
As you recognize, this is not something we can fight out on our 


own. We have asked and have been given the help of the Congress 


repeatedly and in various ways. Senate committee i spb upon 
previous extensions of the act in 1951 and 1955 have emphasized our 
ee and called upon the responsible officials in the executive 


branch to take appropriate action under existing authority. 


Some progress has been made; os I shall include for the record 
s presently in effect according to 


t shows that the toughest problems remain, and they are in the 


— markets. ‘These have not yielded to the efforts made to date. 


Therefore we are now asking that you equip the executive branch 
with the additional force of law necessary to bring an end to these 


‘discriminatory practices. 


To do so effectively, the action must fit the peculiarities of fruit 
production and flow to market, because the time factor is so often 


decisive. 


Fruit crops are annual, but production is possible only in terms of 


decades. Then the seasonality and perishability of the crop cause 
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the market to be exceptionally sensitive to balance or change in con- 
ditions from week to week and even day to day. 

Most of the fruit we enjoy and take for granted that we will find 
in the market is there because of judgment made and risk begun with 
investment and labor 10, 20, or 30 or more years ago, and maintained 
unbroken ever since. 

A newly planted tree or vine must be expensively tended for years 
before it comes into bearing, and the bearing tree must be tended 
whether good crop or poor, whether good market or not. 

Ours are not crops that can be taken in or out from year to year. 
They vary with the weather and other growing conditions, as has 
been painfully shown this season in various parts of the country. 
They require an annual investment in labor and materials and other 
direct costs which runs to a high percentage of the value of the land 
itself. 

The seasons of bloom, growth, maturity, and harvest are not open 
to negotiation. They set the timetables for actions which the grower, 
the packer, and the processor must have planned and prepared in 
advance. Harvested fruit has to move quickly to market for prompt 
enjoyment or be stored properly for later movement or processed 
into one of its many products. Even though the latter will keep a 
longer time, nevertheless the business decisions and actions which 
result in their being available had to be made seasonally. 

We do not know of any article in international commerce more 
vulnerable to delay, interference, and arbitrary unbalance of compe- 
tition. 

The effects upon the importing market were well summarized in 
the conclusions of a special study made for the British Parliament 
on the marketing of horticultural products. Referring particularly 
to import problems in apples and pears, the report declared that the 
prolonged use of quantitive restrictions tends to produce an ossifi- 
cation of the trade, that the fear of changes in quotas inhibits pro- 
ducers and distributors from planning ahead, that importers must 
develop their trade ties with sources where opportunity exists for 
continuity of business. 

Add discrimination to that, in any country, of holding American 
fruits to an arbitrary disadvantage as compared with those from 
other sources, and you have the crux of our problem. 

Why, then, do these things persist ? 

We say that under our trade agreements we are entitled to a fair 
shake, an even chance at the business, and to be able to depend on hav- 
ing that chance. The rest is up to us, on the competitive attractiveness 
of our offerings, and our ability to service the trade. 

The chance is denied because bad habits, once established, are not 
easily shed. Strong interests and influences have become attached to 
these conditions. The postponement of trade agreement obligations 
has permitted “temporary” practices to gain a foothold. 

We cannot expect that discriminatory barriers will be given up and 
reciprocal tariffs will be restored as the means of regulating this trade, 
if we simply put it as a favor due us by past promises. 

We believe the solutions will come when the United States makes 
clear that discriminatory practices have run their course and must be 
ended. 
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The act says what to do about discrimination. It says the President 
shall suspend the benefits of our multilateral concessions on articles of 
the offending country. Our members have been taking a look at this 
provision. It serves as a strong deterrent and can be used as a prompt 
corrective against an outbreak. 

Against existing practices which have been allowed to gain a foot- 
hold, such as I have been describing, its use becomes a very serious 
thing indeed. Perhaps that is our difficulty, that foreign governments 
have been counting on hesitancy by our Government to take such a step. 

We recognize its seriousness. So is the problem serious, com- 
pounded as it is by the long-term production factors and the short- 
term factors of seasonality and perishability. We expect the pro- 
vision for suspension to be used if necessary. 

It need not be used abruptly. We are not interested in the penalty 
to no avail, but in results. In some cases, full results might not be 
accomplished in one stroke. If interim arrangements are requested 
in good faith to help the transition, each one should be a positive, pro- 
gressive step toward the goal and not a further postponement. 

To that end, we ask your consideration of an amendment to the 
following effect : 

The President shall, with respect to any country which has imposed import 
restrictions which discriminate against American commerce in perishable, sea- 
sonal agricultural commodities, or their products, take prompt action for the 
purpose of obtaining removal of such restrictions ; 

And until the removal of such restrictions is complete, the President may, as 
an alternative to the suspension provided for in subsection (A) (4), enter into 
temporary arrangements in timely advance of the seasons of such commodities 
which will facilitate the earliest accomplishment of that purpose. 

The President shall report annually to the Congress the particulars of action 
taken under this provision, and shall itemize any such restrictions remaining, 
with explanation therefor. 

Mr. Chairman, this is intended as a constructive addition entirely 
in accord with the principles, the stated purposes, and the enforcement 
provisions of the act. 

We believe it fills a gap and enables the Congress to keep an eye on 
what happens. We x that it be made this explicit, for the reasons I 
have given. 

As you know, our commodities are not price-supported. The 
market we depend upon includes the foreign part of the demand for 
our production. The Government is not in the fruit business; it owns 
no stocks of fruits. Our production has not been inflated. 

We are asking here for your help in obtaining fair and equitable 
access to foreign markets which are supposed to be open to us. 

In that context we support the extension of the act and depend upon 
its operation to achieve that purpose. 

Thank you. 

The Cuairman. Mr. Nold, we thank you, sir, for your very fine 
statement and appreciate your coming to the committee and giving us 
the benefit of the views of these groups whom you represent here 
today. 

Without objection, the attachments to your statement will be made 
a part of the record at this point. 

(The attachments are as follows. ) 


(1) Trade Agreements Extension Act of 1951 (Senate Finance Committee, 
Calendar 279, Rept. 299, Apr. 27, 1951) : 
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“Testimony before the committee as to our perennial fruit crops has indicated 
difficulties encountered by exporters of those crops in regaining access to the im- 
porting countries in Europe which in the past furnished an integral and important 
part of our growers’ markets. Your committee, therefore, feels justified in 
urging the appropriate agencies of this Government to take steps under presently 
available authority and procedures to bring about the restoration of the foreign 
markets of these exporters.” 

(2) Trade Agreements Extension Act of 1955 (Senate Calendar 242, Rept. 232, 
Apr. 28, 1955) : 

“An amendment was offered by Senator Smathers which would require the 
State Department to take positive action to protect exports of agricultural 
products from discriminatory practices engaged in by countries with which the 
United States has entered into reciprocal trade agreements. The amendment 
was withdrawn when it was agreed by the committee that it would be more 
appropriate for a statement to be made in the report expressing the wish of the 
committee that responsible officials in the executive branch of the Government 
make a full investigation and take appropriate action.” 

(3) Amendments to Public Law 480 (Senate Calendar 2313, Rept. 2290, 
June 22, 1956) : 

“Throughout its extensive hearings on agricultural legislation relating to the 
export of agricultural products, the committee has been impressed by the number 
of instances in which export markets for fruit and fruit products have been 
restricted by the actions of foreign governments. * * * 

“Because of the special needs of this industry for assistance in solving its 
export marketing problems, the committee recommends that its sales under title 
I be exempt from the cargo-preference laws and, further, that special efforts be 
put forth by the appropriate agencies of this Government under presently avail- 
able authority and procedures to minimize and overcome such barriers to fruit 
exports and particularly, to provide continuing commercial arrangements in 
order to remove the present uncertainties arising from annual negotia- 
tions. * * *” 


Import and exchange controls for fruits in specific countries 
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SYMBOLS 


—Symbol applies to less than the total number of items in the category. 

1—Imports permitted without restriction. 

2—Import permitted under minor restrictions; i. e., import or exchange license required, modest exchange 
premium, or liberal licensing. 

3—Import permitted under significant restriction; i. e., quantitative limitation, season closed period, or 
high exchange premium. 

4—Import permitted under severe restriction; i. e., sporadic quotas and exchange allocations and special 
taxes or fees imposed. 

5—Import prohibited. 

Controls effective as of January 1958. 


Note.—United States exports of these products to the countries listed comprise 95 percent of the]total 
value of such exports during the period 1954-56. 
Source: U.S. Department of Agriculture, Foreign Agricultural Service. 
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The CuarrMan. Are there any questions? 

Mr. Harrison will inquire. 

Mr. Harrison. Mr. Nold, what does the present law provide with 
reference to the President’s authority to deal with this situation ¢ 

Mr. Nop. It says that, in cases of discrimination against American 
commerce, he shall suspend the benefits of concessions we have made 
on articles coming from that country. 

Mr. Harrison. How will this proposed amendment strengthen that? 

Mr. Noup. We think that the i amendment, considering that 
some of these practices have extended over a long period of time and 
cannot, in a practical sense, be dislodged at one fell swoop, will permit 
arrangements to be made so that a progressive improvement over 1 
or 2 or even 3 seasons toward the accomplishment of the end will be 
possible, rather than to say to a country, ‘Stop it instantly.” If there 
is some very, very serious problem in the way of stopping discrimina- 
tion instantly, if we invoked the suspension, we could find ourselves in 
a deadlock with that country for the season that would interrupt trade 
both ways. In other words, we would penalize both that country and 
ourselves until we could work our way out of it. We are looking for 
a practical means to reduce and eliminate, short of penalty, if it is at 
si aenibhe. and we think it will.be, in most cases. 

Mr. Harrison. In other words, as I understand it, you seek to get 
better enforcement by relaxation of the rules. Is that it? 

Mr. Nop. Where a rule is considered so stiff that our country may 
have given the impression that it is not quite prepared to be that 
tough, then, perhaps, we cannot be less stiff, but say we can work out 
an accommodation over a period of 1 or 2 years. 

There are countries in which there are some problems that will take 
a little time to work out. On the other hand, that is not true of all 
of them maintaining these discriminations against us. 

Mr. Harrison. As it now stands, the President has full authority 
to act to end discrimination. 

Mr. Nop. Yes, as we read it. 

Mr. Harrison. Has he done so? 

Mr. Noxp. No, sir. 

Mr. Harrison. Have you sought such action ? 

Mr. Noxp. It has been brought up on several occasions, sir, 

Mr. Harrison. It has been discussed by the Congress over a number 
of years, has it not ? 

Mr. Norn. That is right, sir. 

Mr. Harrison. In fact, as far back as 1951, is it not true that the 
committee report called attention to this discrimination against the 
exports of American fruit, and called upon the executive branch to do 
something about it ? 

Mr. Noxp. Yes, sir. 

Mr. Harrison. And that was done again with the extension of this 
program in 1955. 

Mr. Notp. That is correct. 

Mr. Harrison. It was also done, was it not, at the time of the 
amendment of Public Law 480 in 1956 ? 

Mr. Notp. That is correct. 

Mr. Harrison. In spite of all that, you still have not been able to 
get any cooperation at all from the ite House? 
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Mr. Noxp. There has been some progress made. 

Mr. Harrison. What has it been 

Mr. Notp. The easier situations have been relaxed and eased. There 
has been some progress there. But the toughest problems, the ones 
that are giving us the most difficulty, have not yet changed their 
position. 

We have a feeling that those governments are rather perceptive as 
to when the United States means business. 

Mr. Harrison. The law as it is presently written is clear enough 
for the United States to mean business if it wanted to, is it not ? 

Mr. Noxp. It is, indeed. 

Mr. Harrison. Thank you. 

That is all, Mr. Chairman. 

Mr. Noxp. There is one thing that we are putting in here in that 
respect, however. No place does the law require the President to come 
back to the Congress and say what was done about it, how he has done 
it, and how the situation then stands. We are asking that you cause 
that to be done. 

Mr. Harrison. You think that this amendment as you have drafted 
it is strong enough to get some relief that you have been seeking all 
these years? 

Mr. Noxp. This has been worked out over a period of time by the 
fruit industries who have been living with these problems, and they 
do believe that this will be an effective device at last, and that progress 
will result from it. 

Mr. Harrison. Thank you. 

The Cuatrman. Mr. Holmes will inquire, Mr. Nold. 

Mr. Hotmes. Mr. Nold, I have listened to and read your statement 
as you were giving it. I was very much interested in it. I think for 
the record we ought to bring out 1 point here in relation to this 
problem. 

There are not many countries that we export fruit to that in turn 
export fruit back to us. There is the possible exception of Canada. 
There are some countries, however, that do process fruit specialties of 
their own and export them into the United States. 

Mr. Noxp. That is correct, sir. 

Mr. Houtmes. I cite Englandasone. Is that not correct / 

Mr. Noup. Yes. 

Mr. Hormes. [| also cite possibly the Netherlands as another. 

Mr. Noup. Yes. 

Mr. Houmes. In other words, for the record, I would like to have it 
shown that the big export market of northwest Kuropean countries 
that we enjoyed for a number of years, especially for our deciduous 
fruits, in turn have become a little more restrictive in permitting our 
deciduous fresh fruits to move into those countries. However they 
in turn are processing some fruit specialties of their own and are 
sending them to this country. 

Mr. Nop. Or other fruit specialties of their own which come in here 
and compete directly on our market. And they do not have to knock 
on our door and seek permission every year. They come in under the 
right and the concession we have accorded them, and they know they 
can count on it. 

Mr. Hoitmes. But in relation to the seasonal export of our fruit, we 
have to negotiate with them every season. 
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Mr. Nop. That is right, sir. We do not have anything to count on. 

Mr. Houmes. I think that point should be a part of the record, and 
I am glad you brought it out. 

Mr. Notp. Thank you, sir. 

The Cuarrman. Mr. Simpson will inquire, Mr. Nold. 

Mr. Smupson. Mr. Nold, is it a serious matter to these 18,000 pro- 
ducers, or is it of little importance ? 

Mr. Nowp. It is a serious enough matter, Mr. Congressman, that 
every year since the termination of the war, a large amount of effort 
and exertion has gone into attempts to getting our trade back into a 
position as it was in the 5 years prior to 1939. 

It is not simply a matter of the proportion that goes abroad, al- 
though in the range of 5 to 10 percent of production there is a great 
difference. It is that there is a balancing, evening effect in a very 
sensitive perishable market that makes the offshore shipments have 
such a profound influence on stabilization of the domestic market. 

Mr. Sruupson. If it is serious, you want to do something about it. 
While you are extending this act you want it amended, do you not? 

Mr. Noto. That is right, sir. 

Mr. Srupson. And I assume you want an amendment that will do 
some good. 

Mr. Nop. That is right, sir. 

Mr. Simpson. And you think that this amendment will actually do 
some good. 

Mr. Noto. We think it will doa great deal of good, sir. 

Mr. Stupson. What will it do? 

Mr. Nowp. It has been very, very carefully composed and worked 
out. 

Mr. Stupson. Do you want the bill without the amendment? 

Mr. Noxp. If that were the choice, sir, we would have to say yes. 
We have always supported the extension. 

Mr. Stmpson. Why! Because of the good it has done you or be- 
cause of the harm it has done you? 

Mr. Noxtp. Because if there were none, we would be frozen in a 
totally unsatisfactory situation. ' 

Mr. Stmwpson. But you had no bill when you had lots of business. 
You did not have the reciprocal-trade program then. You have gone 
downhill as far as exports are concerned, ever since you have had a 
reciprocal trade bill. 

Mr. Nop. From 1934 to 1939 was the period when our business did 
increase very substantially to the point where it became first among 
American food exports and third in the agricultural. 

Mr. Simpson. That is right, and that is when the act began to oper- 
ate, ever since which time you have been going beeahtwithes 

Mr. Nop. Then the war came. 

Mr. Stimpson. The reciprocal-trade program came. 

Mr. Notp. From that time, we have not had reciprocity. 

Mr. Srtmpson. My question was whether you would take the bill, 
then, even if it meant more of the same. 

Mr. Nowp. We do not think it has to mean more of the same. 

Mr. Stmpson. What will this amendment do? 

: Mr. Now. We think this amendment will permit our executive 
ranch 
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Mr. Suupson. The President? 

Mr. Noxp. Yes. 

Mr. Simpson. To do what ? 

Mr. Nop. To say to foreign countries, “Look, this nonsense on 
seasonal perishables has gone far enough. For a time it was justified 
by current shortages, a so on, but we have outlasted that. We have 
been patient long enough. Here is Congress reflecting the indigna- 
tion of these producers who say that it is time to call a turn.” 

The President will have to say, “I have to come back and explain to 
Congress a year from now any of these restrictions that are left and 
what the explanation is.” 

We think that will make a difference. 

Mr. Smueson. But if he does not do anything about it, you are in 
the same position you are in today, unless the other country sees fit to 
abide by itsagreement. Isthat it? 

Mr. a The President has a weapon, if he would use it, now. 
We think that this amendment will put him in better position real- 
istically and practically to make use of it as concerns the type of 
commodities that we have, which is, as I tried to explain, a very sensi- 
tive one with a very complex competitive relationship. It would do 
us no good just to be puntive, but we have to be prepared to use that 
device as a persuader and as an enforcer, the device of suspension. 

Mr. Srwpson. You would take the bill without the amendment, but 
you would like to have it in it? 

Mr. Nop. We think it will be a far more useful act with that pro- 
viso in it, yes, sir. 

Mr. Srmpson. Ail right,sir. Thank you. 

The Cuarrman. Are there any further questions ? 

If not, Mr. Nold, we thank you again for coming to the committee: 
and giving us the views of the organizations that you represent. 

Mr. Noxp. Thank you. 

The Cuarrman. Our next witness is Mr. J.C. Lanier. 

Mr. Lanier, although we recall you from previous appearances be- 
fore the committee, for the purposes of this record will you please 
identify yourself by giving your name, address, and the capacity in 
which you appear. 


STATEMENT OF J. C. LANIER, GENERAL COUNSEL, TOBACCO ASSO- 
CIATION OF THE UNITED STATES AND LEAF TOBACCO EXPORT- 
ERS ASSOCIATION, GREENVILLE, N. C. 


Mr. Lanrer. Mr. Chairman and gentlemen of this committee, my 
name is J. C. Lanier, and I am general counsel for Tobacco Association 
of the United States and the Leaf Tobacco Exporters Association, with 
executive offices in Greenville, N. C. The members of these associa- 
tions are leaf-tobacco merchants who buy and sell leaf tobacco in 
almost every country in the world. They do not manufacture or sell 
finished tobacco products. 

I am also a producer of flue-cured leaf tobacco, of which more than 
one-third goes into export. 

My statement to you today will have at least one virtue: it will be 
brief and, I hope, concise. It shall not be my purpose in the short 
time allotted to me to try to cover the whole waterfront. I shall limit 
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my statement to the importance of the Reciprocal Trade Agreements 
Act to the economic well-being of United States tobacco producers 


and exporters. 


From the mass of testimony and information now being adduced by 
this committee, most certainly a general picture will take shape in 
the minds of this committee. In this picture I hope to place the ex- 
port tobacco industry in its proper perspective and to give to this 


committee the reasons why we favor the proposed Trade Agreements 


Extension Act of 1958, H. R. 10368. 

Since the first settlement at Jamestown in 1607, the world market 
has been most important to domestic tobacco producers. For a long 
period of time, tobacco was the most important agricultural com- 
modity exported by this country. Even now, the value of tobacco 


exports is exceeded only by cotton and wheat. During the calendar 
year 1957 the value of leaf tobacco produced in and exported by the 


United States was $350 million. More than 800,000 farm families in 

the United States depend upon the production and sale of leaf tobacco 

in whole or in part for their cash income. During 1957 more than 40 
ercent of leaf tobacco produced in this country was exported to 
oreign markets. 

Reciprocal trade agreements programs which have been in operation 
for the past 24 years have been very effective in helping us to main- 
tain a high volume of tobacco exports, in the face of increased com- 
petition from tobacco grown in other countries. It is obvious that any 
general change toward increased tariffs or any addition of other trade 
restrictions imposed by foreign countries would seriously affect our 
foreign exports for tobacco and in turn adversely affect the entire 
economy of a large section of this country now engaged in the produc- 
tion of leaf tobacco. Should our foreign markets be completely lost 
it would mean drastically decreased purchasing power in all the 
tobacco growing areas. It would mean there would be fewer auto- 
mobiles, refrigerators, tractors, watches, textile goods, and countless 
other commodities purchased in these areas. This naturally would 
affect the economy of many other areas where these goods are produced. 

We have been able to build and maintain our export markets for 
tobacco because we produce a superior product. In the absence of 
discriminatory restrictions and tariffs we can outsell our competitors 
almost anywhere in the world. We have built a better mousetrap. 
Other countries are able to produce goods of certain kinds more “1 
vantageously and cheaper than we can produce those goods. We 
believe that it is to the mutual advantage of both of us for us to grow 
and sell those countries tobacco and in turn buy from those countries 
the articles that they can produce advantageously. 

From the standpoint of tariffs and other trade restrictions leaf 
tobacco is the most vulnerable product produced on American farms. 
If our trade agreements program were permitted to expire, it would 
undoubtedly be only a short time before bigger tariffs, more re- 


‘strictions, and other trade barriers would be imposed by many foreign 


countries against United States products. Such an action would have 
a most serious impact upon all of the people who are engaged in 
the production and sale of United States tobacco in foreign countries. 
Last year the United States exported far more products dollarwise 


than were imported. If we are to maintain our export market we must 
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narrow this gap. It can be done only by increasing foreign aid or 
increasing foreign trade. We sincerely believe that the better way is 
through trade. 

We therefore favor a continuation by the United States of the 
foreign trade policy of reducing and eliminating the trade roadblocks 
which restrict the exchange of goods between us and the other free 
countries of the world. We believe that such a policy is consistent 
with the national interest and with national security. 

In the worldwide struggle now going on between communism and 
freedom, we cannot stand alone. We must help to keep our allies 
economically sound. To do this they must have access to some of 
the American market. They much have a chance to earn the dollars 
they need in order to import the food, fiber, and industrial goods 
necessary to their existence as free nations. Nations cannot be po- 
litical and military friends and at the same time economic enemies. 

The renewal of the Trade Agreements Act is absolutely necessary 
if we are to secure further expansion of foreign markets for the 
products of American farms and factories. 

Over the long pull, trade between nations cannot be a one-way 
street. We cannot sell over the long term if we do not buy. A re- 
duction of trade barriers, within reasonable limits, and keeping in 
view the necessity of protecting to a reasonable extent some of our 
industries from foreign competition, will contribute greatly to in- 
creased world trade, to the stabilization of the economy of the free 
world, and to the security of all nations who struggle against the 
Communist way of life. 

For the foregoing reasons we urge this committee to give a favor- 
able report to H. R. 10368. 

The Cuatrman. Mr. Lanier, we thank you, sir, for your very fine 
statement and your appearance before the committee. 

Mr. Lanier. Thank you, sir. 

The Cuatrman. Are there any questions of Mr. Lanier? 

Mr. Simpson will inquire, Mr. Lanier. 

Mr. Srwpson. Mr. Lanier, it has been a long while since I have 
chatted with you. 

Mr. Lanter. Yes, sir. 

Mr. Smurson. You have always been directly on the point. 

Mr. Lanter. Thank you, sir. 

Mr. Soweson. I noted here that you said the Reciprocal Trade 
Agreements Act is important to the economic well being of United 
States tobacco producers and exporters. 

Mr. Lanter. Yes, sir. 

Mr. Simpson. I assume that representing that industry and find- 
ing it advantageous to you, you have no objection to anybody who 
is opposed to this bill because it hurts his industry. 

Mr. Lanter. No, sir; I would expect anyone whose industry was 
hurt by it to be opposed to it. 

Mr. Srmpson. If it hurt your industry, you would be opposed to it? 

Mr. Lanter. Within certain limits, yes, sir. 

Mr. Suvpson. Your industry is pretty highly protected. 

Mr. Lanter. I do not think so, Mr. Simpson. 

Mr. Stmpson. Do you not limit production pretty definitely ? 

Mr. Lanter. The growers themselves limit production; yes, sir. 
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Mr. Srupson. I am talking about the tobacco industry. Are you 
not interested in the growers ¢ 

Mr. Lanier. I am personally, but in this appearance I am appear- 
ing as the counsel for the leaf tobacco exporters, the dealers who 
sell the tobacco to foreign people. 

Mr. Simpson. That is right. It makes no difference to you, for 
the purposes of your approval of this act, whether the producer is 
producing under a protected area or not. 

Mr. Lanter. Up to the present time it has not made any substan- 
tial difference; no, sir. 

Mr. Sumpson. Nor that the United States Government program of 
limiting the production of the tobacco by acreage and any other way 
they may do it, for the purposes of your appearance today did not 
enter into your recommendation in favor of the bill? 

Mr. Lanier. No, sir. 

Mr. Simpson. If I understand correctly, you want to get the product 
in your hands and then have a market abroad for it. 

Mr. Lanter. Yes. 

Mr. Srvpson. In that respect you would find the trade agreement, 
in your opinion, beneficial ? 

Mr. Lanier. We think that by doing that and selling more tobacco, 
it contributes materially to the economy of a great section of the United 
States 

Mr. Simpson. What is your comment on the fact that we limit im- 
ports of tobacco into this country ¢ 

Mr. Lanter. I do not know of any limitation on tobacco. 

Mr. Srupson. We have with respect to cigars a quantity quota, an 
amount that may be brought in. 

Mr. Lanter. You do.’ We do not deal in cigar leaf tobacco, but I 
do know that you do give to the Philippine Islands, for instance, a 
free quota of cigar tobacco. But on the tobacco that we sell in leaf 
form, which is not cigar tobacco, there is no limitation upon the im- 
portation into this country. 

Mr. Suweson. Do we not have a limiting proviso with respect to 
seed which may be used to grow tobacco plants, and so on? 

Mr. Lanter. Mr. Simpson, years ago Judge Kerr, a member of this 
most respected body, in his zeal to protect his farmers during the de- 
pression, did introduce and pass a seed bill which prohibited the 
exportation of tobacco seed. The bill was not implemented, and it 
never has been enforced. At that time, I thought it was a mistake and 
publicly said so, and still do. But it has never been enforced at all. 

Mr. Simpson. It is the law today, though. 

Mr. Lanter. It is on the book with no punitive measures at all, and 
it never has been enforced. 

Mr. Stimpson. What is the practice? Do we export seed? Is there 
any reason why we should not export seed ? 

Mr. Lanier. No, sir; not that I know of. We do export seed. 

Mr. Stmpson. You are talking, then, of a product which we export 
where there is no competition from abroad for that same product. 

Mr. Lanier. There is competition abroad from many countries with 
our own tobacco. 

Mr. Srueson. I say from abroad there is no real competition in this 
country for your product. 
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Mr. Lanier. We bring into this country about 120 million pounds 
of leaf tobacco that goes into the manufacture of cigarettes. If you 
look at it one way, it is in competition, because if it did not come in, 
they would use more of domestic tobacco. But in our opinion, that 
would be a shortsighted policy because, by bringing in this other 
tobacco, it makes a better product and we sell more of it. 

Mr. Simpson. How many pounds were brought in? 120 million 
pounds ¢ 

Mr. Lanter. About that, a year. 

Mr. Srmpson. That is a negligible quantity; is it not? 

Mr. Lanter. That is about 7 percent. 

Mr. Sriarpson. Seven percent of all the tobacco used ? 

Mr. Lanter. Seven percent of all the tobacco used in cigarettes in 
this country which is brought in from foreign countries; yes, sir. 

Mr. Stmpson. And that is a type of tobacco we do not grow here, I 
understand. 

Mr. Lanter. It is a type that we grow in very small quantities. 

Mr. Simpson. So it is not in competition with your own product. 

Mr. Lanier. In foreign markets, it is very much in competition. 
You can grow one or the other. Pr 

Mr. Stimpson. I am talking about our market here. 

Mr. Lanter. But here, they bring it in because we think it makes a 
better cigarette. 

Mr. Srmrrson. We do not charge a duty on the import of that ; do we? 

Mr. Lanter. The duty now is 13 cents a pound, 1314. Before the 
reciprocal trade agreements started, it was about 35 cents a pound. It 
has been reduced to 13. 

Mr. Srmrson. Would you favor the lifting of that duty ? 

Mr. Lanier. | would not. 

Mr. Simpson. Why ? 

Mr. Lanter. You mean raising it¢ What do you mean when you 
say lifting, Mr. Simpson ? 

Mr. Simpson. I mean removing it, putting it on the free list. 

Mr. Lanter. No. It is a revenue-producing thing. I would not 
favor taking it off. 

Mr. Simpson. Is that the only reason for it? Revenue-raising ¢ 

Mr. Lanier. That is the only one I know. 

We do not ask and we have never come here to ask Congress to put 
on a protective tariff to meet our competition. We have a product 
that, on the world’s market, is the best tobacco that can be grown, 
because of its quality, its flavor, aroma, the tobacco that is grown in the 
Carolinas, Tennessee, Georgia, Florida, and Kentucky, as well as West 
Virginia. 

Mr. Srwpson. As far as you are concerned, tobacco is one of the 
items that the negotiators might trade for concessions in some other 
field, then ? 

Mr. Lanier. We think that without some concessions or trading 
that tobacco will be penalized very severely in the world’s markets by 
duties, tariffs, restrictions, and that we will be very much hurt, yes, sir. 

Mr. Srmpson. It is rarely that we get anyone who comes in front of 
us and volunteers an area in which he would be willing to see tariffs 
cut in consideration for cuts from some foreign nation. Now you are 
suggesting, as I understand, that in tobacco we do not need protection, 
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and you would be willing to let our negotiators trade off the little 
protection which tobacco has teday for a concession in some other 
field ; is that it? 

Mr. Lanier. We think that through trade negotiations and multi- 
lateral trade agreements that have been worked out under this pro- 
gram, we have been able to maintain our normal exports of leaf 
tobacco. We are convinced and believe that without the reciprocal 
trade agreements, before long we would be out of the world market, 
and we would lose a third or more of the tobacco business in this 
country. 

Mr. Simpson. I know all that, but I do want you to answer my ques- 
tion. If you do not want to answer it, just say so. 

Mr. Lanter. I shall be glad to answer it. 

Mr. Simpson. The question is, do you favor removing the protection 
existing on imports of tobacco ? 

Mr. Lanter. Do I favor the removal of it? I answered that, sir. 
I would not have any position on that. I would not be in favor of 
removing the import duty on Turkish tobacco. 

Mr. Simpson. You would not be in favor of that ? 

Mr. Lanter. I have no feeling on that matter, because we did not 
ask that it be put on and are not going to ask that it be taken off. 

Mr. Stmpson. Your business, the protection of the American busi- 
ness here, depends, in my opinion, on maintaining a duty on the import 
of tobacco from abroad. 

Mr. Lanier. We do not favor the removal of the present duties. 

Mr. Simpson. In other words, you agree with me that tobacco does 
need some protection. 

Mr. Lanter. We have not needed any protection; no sir. 

Mr. Srwpson. But you have that 12 cents per pound protection. 

Mr. Lanter. I do not think that was put on for protection. 

Mr. Simpson. No, but it has the effect of protection to the extent of 
12centsa pound. Isthat not obvious? 

Mr. Lanier. It raises that much revenue. They bring in 120 
million pounds of tobacco and pay revenue. 

Mr. Srtmpson. I am talking shoe protection. We do not need to 
belabor it. Do you want a tariff to protect against the imports of 
tobacco or don’t you ? 

Mr. Lanter. Not inthis country; no, sir. 

Mr. Stmpson. Allright. That is the answer, then. 

The Cuarrman. Mr. Lanier, let me see if I understand your position 
as stated in answer to Mr. Simpson’s questions. 

Actually, is it your thought that whether the duty on this particular 
tobacco is 13 cents a pound or zero, approximately the same number 
of pounds would come into the U hited | Grates for use in the manufac- 
ture of cigarettes ? 

Mr. Lanter. Yes, sir. According to the mixture, as I know it, of 
cigarettes, it takes about 7 percent of this oriental tobacco to make 
the cigarette that the American public wants. And that would come 
in, whether the duty were 1 cent or 40 cents. 

The Cuarrman. I see. 

Are there any further question of Mr. Lanier? 

If not, sir, we thank you for coming to the committee and giving us 
the benefit of your views. 
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(The following material was submitted to the committee :) 


CIGAR MANUFACTURERS ASSOCIATION OF AMERICA, INC., 
New York, N. Y., March 13, 1958. 
Hon. WiLsur D. MILLs, 
Chairman, Ways and Means Committee, 
House O fice Building, Washington, D. C. 

DEAR CONGRESSMAN Mui1s:I should like to record the position of the Cigar 
Manufacturers Association of America, Inc., in support of H. R. 10368, to extend 
the Trade Agreements Act for 5 years. 

The Cigar Manufacturers Association of America, Inc., is a national trade 
association whose members include small, medium, and large cigar manufac- 
turers located in every manufacturing center of the United States. Our members 
produce in unit and dollar volume well over 75 percent of the total production of 
cigars. 

We favor extension of the Trade Agreements Act because we think this would 
be in the best interests of our industry and the Nation. 

As an industry, we need imported cigar tobaccos for blending with domestically 
grown tobaccos. While some of our domestically grown tobaccos are among the 
best produced anywhere in the world, it is also true that the blending of imported 
tobaccos with domestic varieties results in a cigar that brings out the best 
features of both types. 

We must continue to import cigar tobaccos if our product is to find a market in 
the United States. We know that this also benefits the American farmer, whose 
tobaccos our members use in blend with imported tobaccos. Since we are a 
heavily taxed, high-cost, low-profit industry, we are in great need of the benefits 
that would accrue from a continuation of the program for gradual reduction of 
our tariffs. 

We recognize, of course, that the cigar industry accounts for only a minute 
fraction of the Nation’s economy. But we pride ourselves on our ability to look 
at this problem from the point of view of the Nation’s best interests, and in this 
respect we are also convinced that extension of the Trade Agreements Act is 
desirable. Passage of H. R. 10368 is one of the ways we can prove to our friendly 
allies in Latin America, in Europe, and in all of the free world, that the United 
States is sincere in its long-range international economic policy. 

The countries of the free world that are trying to develop their economies need 
the opportunity to earn foreign exchange for the purchase of capital equipment 
and strengthening their currencies. We trust that your committee will favor- 
ably report H. R. 10368. 


Sincerely yours, 
CARL J. CARLSON, President. 


D W G Crear Corp., 
Detroit, Mich., March 18, 1958. 
Hon. Wi1isur D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Mrs: I should like to record our position in support 
of H. R. 10368, to extend the Trade Agreements Act for 5 years. 

We favor extension of the Trade Agreements Act because we think this would 
be in the best interests of our industry and the Nation. 

As an industry, we need imported cigar tobaccos for blending with domestically 
grown tobaccos. While some of our domestically grown tobaccos are among the 
best grown anywhere in the world, it is also true that the blending of imported 
tobaccos with domestic varities results in a cigar that brings out the best fea- 
tures of both types. 

We must continue to import cigar tobaccos if our product is to find a market in 
the United States. We know that this also benefits the American farmer, whose 
tobaccos our members use in blend, with imported tobaccos. Since we are a 
heavily taxed, high-cost, low-profit industry, we are in great need of the benefits 
that would accrue from a continuation of the program for gradual reduction of 
our tariffs. 

We recognize, of course, that the cigar industry accounts for only a minute 
fraction of the Nation's economy. But we are looking at this problem from the 
point of view of the Nation’s best interests, and in this respect we are also con- 
vinced that extension of the Trade Agreements Act is desirable. 

Sincerely, 
NORMAN SCHWARTZ. 
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Without objection, the committee will now recess until 2 o’clock 
this afternoon. 
(Thereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 2 p. m.) 
AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

Mr. Gregory (presiding). The committee will be in order. 

The next witness is Mr. Claude R. Myers. 

Mr. Myers, will you come forward, please, and identify yourself for 
the record. 


STATEMENT OF CLAUDE R. MYERS, PRESIDENT, CLAMYER INTER- 
NATIONAL CORP., NEW YORK CITY; MEMBER, WORLD TRADE 
COMMITTEE OF THE COMMERCE & INDUSTRY ASSOCIATION OF 
NEW YORK, INC. 


Mr. Myers. Mr. Chairman, my name is Claude R. Myers. I am 
president of Clamyer International Corp., of New York City. 

I am also a member of the world trade committee of the Commerce 
& Industry Association of New York, Inc., 99 Church Street, New 
York, and I am appearing at these public hearings on H. R. 10368 as a 
representative of that organization. 

‘he Commerce & Industry Association of New York, Inc., is the 
recognized service chamber of commerce for the New York metro- 
politan area and includes within its membership over 2,000 firms 
directly engaged in foreign trade. 

Over the years, the association has constantly maintained a vital 
interest in legislation bearing upon our country’s foreign economic 
policy, and has supported the reciprocal trade agreements program 
since its inception in 1934. This program will expire on June 30, 
1958, and H. R. 10368 has been introduced to extend it for an addi- 
tional 5 years. 

Basically, this is a very commendable bill and we wish to go on 
record with your committee in support of it, with certain reservations. 

We believe the trade agreements program is the keystone of our 
country’s foreign economic policy and is virtually indispensable to a 
continued high level of international trade by American businessmen 
to the decided advantage of our country’s economy and, in particular, 
the consuming public. 

Our association has advocated a permanent trade agreements 
statute on several past occasions, and we still believe in the efficiency of 
such a program, but we recognize that the 5-year extension proposed by 
H. R. 10368 merits our support. 

An extension of the program, however, without adequate and effec- 
tive negotiating authority vested in the President would be futile and 
would result in more loss of prestige than no legislation at all. 

Consequently, the proposed authority to reduce import duties by 
as much as 25 percent over a 5-year period, with alternate authority 
for cuts of 3 percentage points or reductions to a 50 percent maximum, 
appears most reasonable and will give our negotiators adequate bar- 
gaining power to meet the challenge of the European Common Market 
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and other international economic communities planned for the future. 

Various other provisions of H. R. 10368 are also designed to meet 
real and anticipated needs over the next several years and merit the 
endorsement and full support of this committee. : 

However, there are provisions in this bill to which we take exception, 
and we recommend their elimination or amendment. 

In the first instance, the bill provides that an escape-clause action 
shall be initiated if, in the course of a peril-point investigation, the 
Tariff Commission finds with respect to any article upon which a 
tariff concession has been granted that additional import restrictions 
or duties are required to avoid serious injury. 

We believe this could result in tying the hands of our negotiators 
and delaying full United States participation in tariff reducing con- 
ferences. 

It could also result in a multiplicity of applications necessitating 
decisions by the Commission. 

We believe that an industry with a justifiable claim for escape-clause: 
relief should seek such remedial action on its own initiative through 
existing procedures. 

A second objectionable feature involves the amount of relief made 
available to domestic industries when escape-clause action is decided 
upon by the President. 

It is theoretically possible under the present wording of H. R. 
10368 for a rate of duty to be increased by the President more than 
600 percent above the rate in existence on July 1, 1958. ' 

While this is an extreme, the bill clearly authorizes relief amount- 
ing to an increase in rates to 50 percent above the notoriously high 
Hawley-Smoot Tariff of 1930. 

Although it might be argued that the President would rarely be 
called upon to apply such drastic tariff increases, the threat of their 
application would persist. 

We believe that the best interests of our national economy will be 
served if Congress enacts the present measure after eliminating the 
objectionable features mentioned above, thereby adding much needed 
stability to our foreign economic policy. The very essence of a stable 
long-range program is incorporated in this bill. 

Thank you. 

Mr. Grecory. Does that conclude your statement, Mr. Myers? 

Mr. Myers. Yes, sir. 

Mr. Grecory. If there are no questions, we thank you for your 
appearance and your testimony, Mr. Myers. 

(The following material was submitted to the committee :) 


STATEMENT OF COMMITTEE ON FOREIGN TRADE EpucATION, INC. 


The Committee on Foreign Trade Education, Inc., a nonprofit, nonpartisan,,. 
volunteer organization was founded in 1953 in New York City for the purpose 
of increasing general public interest in United States tariff-trade policy. By 
disseminating information about the issues involved it was hoped that support 
for liberal trade policies would be encouraged. In 1958 the organization has 
expanded into 337 communities in 86 States with a branch office in Washington, 
D. C., as well as important chapters in Chicago, Dallas, and New Orleans. 

At this critical juncture in our foreign trade program the 11,500 members of 
the Committee on Foreign Trade Education wish to state their views for the: 
benefit of this distinguished House Ways and Means Committee. 
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I. TRADE AND FoREIGN POLICY 


We submit that the most demanding challenge which confronts United States 
trade and tariff policy today is that presented by the economic offensive launched 
by the Soviet bloc. Mr. Khrushchev gave us fair warning when he said: 

“We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States of America is not the ICBM, but in the field of 
peaceiul production. We are relentless in this and it will prove the superiority 
of our system.” 

Such a declaration is not idle chatter. The Russians are busy offering eco- 
nomic assistance to the less industrialized countries and stimulating trade with 
the neutralist and free world countries. Mr. C. Douglas Dillon, Deputy Under 
Secretary of State for Economic Affairs, says of the Soviet offensive: 

“In the hands of the new leadership aid and trade have become a part of an 
intensive diplomatic campaign which has concentrated heavily on points of weak- 
ness within the free world and which has been conducted with vigor, imagination, 
flexibility, and dispatch.” 

In order to meet the challenge it is essential that the free nations cooperate 
and adopt trade policies which will add to their security, stability, power and 
prosperity. 

II. TRADE AND THE DomEsTIC EcoNoMy 


The importation of goods in certain cases can cause short term inconveniences 
in a particular industry. We are firmly convinced, however, that the Nation as 
a whole, both industry and the consumer, profits as a result of our foreign trade. 
Sinclair Weeks, Secretary of Commerce, has expressed this viewpoint: 

“All Americans share in the benefits of world trade. The production of the 
goods that our industry and agriculture sell abroad creates many jobs for Amer- 
ican workers who, in turn, buy things produced by other Americans. Employ- 
ment opportunities are also expanded by the handling and processing of imported 
goods, especially the imported raw materials that are essential to many indus- 
tries. In addition to the higher levels of income that international trade makes 
possible for our people, consumers gain from the wider variety of goods made 
available by imports to American consumers.” 

In short, basic to the philosophy of free enterprise is the belief that in the long 
run expanded trade will bring expanded markets and greater prosperity for all. 
Furthermore, the consumer should be able to purchase goods that can be pro- 
duced more cheaply in foreign countries. There is little justification for denying 
the publ’ec the benefit of lower prices. At the present time United States tariff 
policies encourage, rather than deter, the continued operation of businesses which 
are unprofitable, inefficient and uneconomic. 

Despite the fact that protectionist sentiment tends to grow during a recession, 
a period of recession is no time to adopt measures restricting trade. Senator 
Paul Douglas, of Illinois, ably explains this point: 

“If we raise tariffs or apply quotas we can only expect retaliation from other 
countries against our products. As we export so much more than we import, 
this would harm us far more than the help any particular tariff increase might 
give to a specific industry. Since most of the present unemployment is due to 
factors other than foreign imports, it would continue in those industries which 
sought and gained tariff increases. Additional unemployment would then come. 
in those industries which now export a considerable share of their production. 
This increased unemployment in turn would lead to less purchasing power for 
those who work in all industries and this would soon further affect the purchases 
of consumer durables such as autos, washing machines, dryers, television sets, 
air conditioners, and the like, and unemployment and the recession would be 
compounded.” 

The passage of a Trade Agreements Act is especially essential this year with 
the initiation of the European Common Market. Without a minimum 5-year ex- 
tension the President will be severely handicapped in his negotiations with the 
furopean community. As a result the United States will fail to obtain the best 
possible tariff concessions and our industries would risk the loss of a major 
export market. 


III. COMMENTS ON THE PRESENT BILL 


Although we support H. R. 10368 as a means of encouraging international trade, 
we nevertheless wish to state our views where they diverge from those of the 
administration. 


241093—5S8—pt. 2——-8 
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A. ESCAPE CLAUSE 


We believe that the escape clause as included in the act is not sufficiently specific 
in its definition of injury to an industry thereby permitting indiscriminate appli- 
eation for tariff relief. Furthermore, the provision permitting tariff increases 
50 percent above the 1934 level (rather than the 1945 level as in previous legisla- 
tion) is so extreme a concession to protectionist sentiment as to be incompatible 
with the purpose of the act. 


B. TRADE ADJUSTMENT 


We believe some provision should be made for aiding communities and com- 
panies to adjust to changing competitive conditions whenever they are adversely 
affected by the lowering of a previously existing import barrier. In order to 
derive the maximum foreign trade advantages some displacement of domestic 
production must occur. It is illogical, however, to protect the few groups 
affected at the expense of the economic community as a whole, when their 
energies could be channeled into other lines of production. As Prof. Richard 
Gardner, of Columbia University Law School, has pointed out: 

“Expert studies have estimated that the complete elimination of tariffs would 
result in increased imports of 0.8—1.8 billion dollars over 3 to 5 years involving a 
displacement of 96,000 to 203,000 American workers * * * the displacement from 
imports * * * is much less than that resulting from causes within the domestic 
economy—changes in technology, consumer tastes, and the like.” 

The Committee on Foreign Trade Education is of the opinion that a trade 
adjustment plan, if incorporated into the bill would allay the fears of many now 
opposing the reciprocal trade program. 


C. DEFENSE ESSENTIALITY 


We believe that more stringent standards should be used in reaching a deter- 
mination that an imported item threatens the national security. We suggest the 
following criteria : 

1. Proof of actual not threatened injury. 

2. Proof that curtailment of the subject import will not adversely affect the 
strength of our national economy or impair our ability to mobilize in wartime. 

3. Proof that the curtailment of the subject import will not threaten the effec- 
tiveness of our country’s foreign policy by unduly injuring allies, by antagonizing 
neutrals or otherwise aiding the Soviet economic offensive. 


Be * * * * * * 


The Committee on Foreign Trade Education strongly urges the passage of 
H. R. 10368. 

We are in complete agreement with President Eisenhower's statement that: 

“The 5-year extension of the Trade Agreements Act with broadened authority 
to negotiate is essential to America’s vital national interests. It will strengthen 
our economy which is the foundation of our national security. It will enhance the 
economic health and strength of the free world. It will provide a powerful force 
in waging total peace.” 

We wish to thank the members of the House Ways and Means Committee for 
this opportunity to present our views. 


STATEMENT REGARDING THE TRADE AGREEMENTS PROGRAM 


NATIONAL FOREIGN TRADE CouNcIL, INC. 

New York, N. Y., February 21, 1958. 
The National Foreign Trade Council believes that a large and expanding volume 
of international trade provides an effective and major contribution to the building 

up of that economic strength necessary for our continued security and freedom. 
The United States today is more dependent than ever upon the maintenance of 
a high and rising level of international trade. This dependence on international 
trade has become itensified since inauguration of the trade agreements program in 
1954, as our population and our economy have expanded. Now and in the future 
we must increasingly rely on exports, and reciprocally on expanded imports 
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especially of strategic and other raw materials, if we are to have a properous and 
balanced agricultural and industrial economy. 

Exports are of vital importance for a prosperous America. They provide 
broader outlets for American agricultural and industrial products. As our 
economy expands, we will need to expand foreign markets. For many com- 
modities and products, exports today comprise a highly important part of total 
output, ranging up to 25 percent in many instances and to 50 percent and beyond 
in others. To many American producers, exports are not merely important, they 
are indispensable. And the time will come when exports will be as vital ta 
our economy as a whole, as they are now to many producers. 

The present excess in exports may well be a temporary and passing phe- 
nomenon. As other industrial nations improve their production and distribu- 
tion techniques, and as the European Coal and Steel Community and Common 
Market and similar arrangements become more and more effective, American 
exports will become increasingly vulnerable to more intensive competition oc- 
casioned by improvements in foreign products, price, and availability—the tripod 
upon which all successful marketing depends. We should, then, look to the 
long run as well as the short run, and be prepared to meet increased competition 
to our exports. 

As regards imports, the United States today depends on foreign sources for a 
large part of the strategic and other raw material supplies necessary to meet the 
needs of a high-level peacetime economy and the requirements of national defense. 
In the ease of many such commodities, United States production accounts for 
only a small proportion of requirements. Furthermore, our own resources of 
some of the most essential raw materials are rapidly being depleted. There are 
other products for which we are entirely dependent upon foreign sources. In 
addition, this country obtains from abroad a substantial volume of semimanu- 
facturers and finished products required by the American economy. 

Today more than 444 million American families gain their living in activities 
directly concerned with export and import trade. There is scarcely an indi- 
vidual in the country who is not dependent in some degree upon our international 
commercial aetivities. All regions and all segments of our economy have a stake 
in the exportation and importation of goods and services. 

A large volume of international trade enlarges opportunities for the less 
«developed countries to sell increased quantities of the raw materials, foodstuffs 
and other goods which they can currently produce. It thus makes it possible for 
these countries to obtain from the industrially more advanced nations the capi- 
tal goods and other products needed to further develop their economies, raise 
living standards, and achieve the diversification essential to economic stability 
and growing prosperity. International trade is a proven means for the fulfill- 
ment of the aspirations of free peoples for economic and social advancement and 
so contributes to the peace and security of all the free world including the United 
States. 

It would be extremely unfortunate for the United States to discontinue a 
program for expanded international trade relations which means so much, both 
to the industrially advanced and less developed nations of the free world—a 
program in which this country has played such an active and leading part for 
nearly a quarter of a century. 

The National Foreign Trade Council considers the United States trade agree- 
ments program the best mechanism, thus far devised, for maintaining a high 
and rising level of international trade and for preservation and enhancement 
of the world trading relationships required for our expanding prosperity. 

The council urges the enactment of legislation to carry forward the trade 
agreements program. It recommends that the extension be for a duration suffi- 
cient to stimulate eonfidence in the stability of our foreign trade policy. 

If the United States is to maintain a vigorous and thriving economy and if 
it is to fulfill its responsibilities in helping to strengthen and preserve the free- 
dom and security of this country and other free nations, we must remain strong. 
There should, therefore, be continued authority under the trade agreements 
program to safeguard vital interests of American producers. 

The council believes that failure of the United States to support the trade 
agreements program at this time would have a bad psychological effect and would 
be a serious blow to world confidence and to the trade relationships between free 
nations upon which rests to a very great extent the ability of free peoples to 
advance their well-being and, at the same time, remain free. 
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THE NEW ORLEANS BOARD oF TRADE, L‘TD., 
New Orleans, March 10, 1958. 
Representative WILBUR MILLS, 
Chairman of the Committee on Ways and Means, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE Mitts: The New Orleans Board of Trade has long been 
a supporter of increased foreign trade between ourselves and our allies. We 
urge you, therefore, to give your utmost support to House bill No. 10368, which 
would extend the reciprocal trade program for the mutual benefit of all con- 
cerned. 
Very truly yours, 
ALBERT HANEMANN, President. 


STATEMENT BY R. W. FREEMAN, PRESIDENT OF INTERNATIONAL HOUSE, 
NEW ORLEANS 


International House at New Orleans is a nonprofit civic institution foundea 
in 1943 to promote and facilitate world trade through the port of New Orleans 
and other ports of the Gulf of Mexico by the liberalization of trade, bettering 
international economic relations and education of the peoples of our own and 
other countries to the benefits of healthy, two-way world trade. 

International House is not an advocate of free trade in any sense of the 
word, but it does believe strongly in freer trade, in reduction of trade barriers 
and restrictions, in greater movement of the commerce of the world between our 
own and other countries, in elimination of quotas, currency restrictions, and 
tariffs insofar as is possible and consistent with our own national good. 

We have always strongly supported the reciprocal trade agreements program 
which we have seen steadily increase the volume of United States foreign trade, 
provide millions of jobs for our citizens, cargo for our developing merchant 
marine, goods for our citizens, and in general operate to the benefit of all of 
our people. 

We believe, furthermore, that this program and the trade increases it has 
brought about through liberalization has been of enormous benefit to the United 
States in world political matters because it has helped to convince other na- 
tions that we favor trade growth and not trade restrictions. 

Some years ago Dwight D. Eisenhower, then a candidate for the Presidency, 
said in New Orleans that “if there is a city in the United States which has 
grasped the significance of world trade, that city is New Orleans where Inter- 
national House is a majestic and tangible symbol of your understanding. It 
has become known all over the country as a successful clearinghouse for healthy 
two-way international trade. To me it has even greater symbolism. It repre- 
sents community action without Government money—commiunity action arising 
out of private thinking and local planning.” 

Here it is necessary to emphasize that International House is a private in- 
stitution, supported by about 2,500 dues-paying members in New Orleans, in 
Louisiana, and scattered throughout the United States and abroad. It is in no- 
wise a Government-supperted institution, its support comes solely from busi- 
nessmen who believe that they should develop, encourage, and promote inter- 
national trade. 

International House has always believed that private initiative, investment, 
and work was the solution to holding the economic leadership of the United 
States in the world, and that our country could not possibly depend or wait 
upon Government leadership and aid for this solution, but should do the job by 
private means. Thus, we are energetically opposing the efforts of the protec- 
tionists to erect new or to strengthen old barriers to the advance of private en- 
terprise in foreign trade. 

We have, therefore, watched the gathering attacks upon the Reciprocal Trade 
Agreements Act with great alarm and misgiving, because we regard the attacks 
as unfair. unwarranted, unjustified and in many senses of the word an actual 
hoax upon the American people, many of whom are not well informed about the 
complexities and intricacies of foreign trade, or its great significance to our 
own economy. 

We have seen with great concern that while there has been a sharp increase 
in our volume of trade, protectionist attacks have mounted upon our tariff pol- 
icies; we have seen the protectionist attacks and sniping of our program cause 
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suspicion, doubt, and unrest among the friendly nations of the world who find it 

difficult to understand or adjust themselves to the vaciilations of our trade 
licies. 

wae believe that stability and liberalization in our trade policies is essential to 

our position as world leaders, and that it is impossible to achieve either of these 

goals with constantly changing tariff schedules and political influences upon 

the basic laws. 

Because of these beliefs and factors International House last September 10 
adopted the following resolution requesting Congress for a 10-year extension 
of the reciprocal trade program without emasculating amendments. Copies of 
this resolution were sent to every Member of Congress and were distributed 
widely throughout the United States at the “grassroots level.” 

Naturally enough within a few weeks this action began to claim national 
attention, and within the next few months a large number of local, regional, and 
national organizations adopted similar or like resolutions, some asking for 5, 
10, 11 years extension and some seeking permanent trade legislation. 

The effect of this crusade was to stir up an early interest in the trade agree- 
ments program, which was aided materially when Vice President Richard M. 
Nixon announced that the Eisenhower administration would seek a minimum 
of a 5-year renewal, and later it was announced in Washington that this was 
the administration’s goal. 

International House is fully aware that during the historic tariff debates 
of the past quarter century every fact or opinion has been published and ex- 
pressed, and that it is difficult, if not impossible, to bring new light to bear 
upon the economic phases of the tariff problem. 

We do believe, however, that far too little attention has been paid to the 
political implications of the present controversy, and the devastating effect the 
death of the reciprocal trade agreements program would have upon our position 
in world affairs. 

Furthermore we believe that the clamoring of the protectionist adversaries 
of the reciprocal program has drowned out and destroyed the voices of reason 
which have by comparison been mild and unheard in the squabble. We do not 
believe that the American people, generally speaking, have a true concept of 
how many jobs depend upon foreign trade, and how few are affected or have 
been lost by badly needed imports which we have brought into our country. 

These facts will, of course, be laid before you by experts, but there will be 
many widely different constructions placed upon them by your witnesses. We 
know that it is your duty to sift the truth from the untruths, and we believe 
that when you do the logic of trade liberalization and stabilization will be 
apparent. 

We very much fear that the United States is about to deliever to our archenemy 
Nikita Khrushchev his cheapest and easiest victory through the demise of the 
reciprocal trade program in Congress. 

It would also be Khrushchev’s greatest victory, won without firing a shot and 
at no cost or loss whatever to the Soviet Union. 

We are sure that Nikita Khrushchev’s recent remarks on trade did not escape 
any of you, but I want to repeat what he said, which was: 

“We declare war on you—excuse me for using such an expression—in the 
peaceful field of trade. We declare war. We will win over the United States.” 

No warning from the free world could be as precise, as direct, and as factual 
as this warning from the Soviet leader. Yet important segments of our business 
community here seem to have ignored it entirely. Let us be sure that Congress 
does not make this basic error, 

The need for higher tariffs or continued high tariffs is the biggest hoax that has 
ever been perpetrated upon our Congress. Only a relatively small percent of 
our population derive any benefit whatever from high tariffs, while 99 percent 
or more of our people suffer and pay for such policies. 

People generally do not know all the facts, they have not been aroused to the 
dangers, to the realities, and to the tragic costs of protectionism; most of all 
they do not realize the distastrous political effects of high or higher tariffs, of 
slamming the trade door shut. 

People do not realize that exports are an extremely vital part of our economy 
and prosperity, and that exports are geared precisely to imports since others 
must sell to us in order to buy from us. Our foreign business friends must be 
able to earn the dollars they want to spend for our products and they can do so 
only as we provide them fair and reasonable access to our markets. 
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The thing that we must bear in mind, of course, is that foreign trade is of 
vital importance to all of the United States and that undue solicitude for the 
protectionists is at the expense of our farmers, our labor, our industry, and our 
whole economy which depends in greater or less degree on exports. Our export 
producers, on the farm and in the factory, are hurt by a restrictive import policy 
because it induces trade restrictions by foreign countries and reduces their supply 
of dollars with which to buy our goods. 

We tend to overlook another important factor and that is that there is Amer- 
ican labor content in every dollar of our exports, whether of minerals, of agri- 
eultural products or of manufactured items, while on the other hand a large 
percentage of our imports are of raw materials and other products which are not 
produced here, and which are not in competition actually with our own economy. 

Great and important, however, as our foreign trade is to our own economy, 
this is of far more importance to other friendly nations of the world. 

It is our earnest belief that 95 percent of the American people would be un- 
reservedly and enthusiastically for a liberal and reciprocal foreign economic 
policy if they knew what it means to the future of the United States. 

Every time we move to impede instead of to liberalize world trade we not only 
directly hurt ourselves, but we alienate more friends abroad. The Soviets, with 
their full and immediate control over trade policies, fill every vacuum we create, 
and win every battle we lose. 

There are much more intelligent and far less dangerous ways of coping with 
the problem of lost jobs through imports, and adjusting hardship cases. The 
cost of this would be minor, and would be direct, and would be understood 
whereas the indirect cost of higher tariffs is major, very high, and very danger- 
ous to our whole political position in today’s explosive world. 

International House strongly believes that the United States position in the 
world and as a leader for peace is determined as much by our ability to promote 
liberal and productive trade policies as it is by our ability to produce military 
pacts and nuclear weapons. 

We are firmly convinced that world trade is important to every American and 
that a liberal trade policy and lowered tariffs help American economy. We also 
believe that it would promote many jobs for every job affected or lost, that it 
would stimulate business conditions, lower prices and would prove that trade, 
international as well as national, is the backbone of all business and prosperity. 

It is impossible to construct a Chinese wall around this Nation in the 20th 
century, and it would be wrong even if possible. We think high tariffs are un- 
realistic and dangerous to the economy of the United States, the welfare of 
other nations, and the peace of the world. 

In this era of geopolitics the leaders of International House are convinced that 
as a nation we can no longer live in the “splendid isolation” of the past, either 
economically, militarily, or politically. Our motives are judged by other nations 
of the world as much by what we do in economic matters as by what we do in 
military matters and diplomatic affairs. 

International House believes that at a time when we are seeing history-mak- 
ing changes in the field of international trade, science, and culture, with the So- 
viets challenging United States supremacy throughout the world in the cold and 
silent war, it would be a national tragedy to return again to the narrow view 
and to try again to erect friendship-destroying trade barriers. We believe that 
our friendly neighbors must trade to exist and that we must assist them to trade 
and live. 

International trade, travel, and transportation have linked the world so closely 
together that now it would not be possible to turn back the clock to the high: 
tariff policies of the great American depression era. 

We are today watching the development of the common market in Europe 
which bids fair to be the most important economic development there in a cen- 
tury; it creates overnight one big market where there has been numerous small 
markets, and puts much of Western Europe into an economic union that will 
enable them better to compete with the United States. These facts behoove 
forward instead of backward thinking on our part in our trade policies, and 
for this reason also we should renew the reciprocal trade program for a long 
period. 

Therefore, we recommend that Congress, in recognition of its obvious respon- 
sibility to the majority of the people of the United States, renew the Reciprocal 
Trade Agreements Act for 10 years: that it avoid new emasculating amend- 
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ments ; and that it remove the amendments that have crept into the legislation in 
years past. 

We hereby officially record our support of the Congress in extending this great 
piece of history-making legislation. 


RESOLUTION ADOPTED BY THE EXECUTIVE COMMITTEE OF INTERNATIONAL HOUSE ON 
TUESDAY, SEPTEMBER 10, 1957 


Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in promoting international trade throughout the world, and 
resulted in progress and prosperity in our own and all friendly foreign nations ; 
and 

Whereas, working within the framework of the reciprocal trade agreements 
program, the United States has in the past quarter-century greatly expanded 
the worldwide exchange of goods and increased its own markets abroad by 
reciprocally lowering tariff and trade barriers and liberalizing trade regulations ; 
and 

Whereas world trade is a necessary factor for world peace ; and 

Whereas it is recognized that nations and peoples buying from the United 
States must also sell to the United States and this necessarily makes for mu- 
tually beneficial two-way international trade; and 

Whereas the total United States volume of exports and imports surpassed $30 
billion annually in 1956 and is a keystone to our own peace, prosperity, and the 
welfare of our citizens ; and 

Whereas the reciprocal trade agreements program has been renewed 10 times 
since its original passage in 1934 but these renewals have been for short periods 
and gradually the law has been emasculated and weakened by restrictive pro- 
visions in recent years; and 

Whereas to assure continuance of this beneficial and productive program it is 
necessary to rally all citizens to join in an effort to preserve this law when it 
comes up for renewal next year in Congress ; and 

Whereas New Orleans, a great port and trading center, recognizing the para- 
mount importance to the Nation and the world of a continuance of the reciprocal 
trade program, expresses serious concern with the move to turn the clock back 
to a tariff program that would restrict trade, and undermine our economic and 
political situation in world trade: Be it therefore 

Resolved, That International House of New Orleans, an organization dedicated 
to world peace, trade, and understanding, hereby requests Congress to authorize 
a 10-year renewal of the reciprocal trade agreement program beyond June 30, 
1958, and endorses a nationwide program to educate and inform the people of 
the United States and particularly those in the Mississippi Valley of the grave 
threat to this highly successful program ; and be it further 

Resolved, That all trade, commercial, civic, economic, and cultural groups 
everywhere be invited to join in this crusade to save and extend the reciprocal 
trade agreements program, and thus preserve the keystone of our foreign trade 
policy which has had the support of both great political parties over two 
and a half decades, and which has made a material contribution to world peace 
and prosperity. 


STATEMENT ON BEHALF OF THE WASHINGTON BoArp oF TRADE By Howarp C. 
DraKE, PRESIDENT 


On June 7, 1954, upon the recommendation of the world trade committee, the 
Washington Board of trade adopted a policy urging the extension of the period 
during which the President is authorized to enter into foreign trade agreements 
under section 350 of the Trade Act, as amended. That policy still stands. 

There is a great deal of evidence that, far from threatening the American 
economy, a policy of gradually freeing world trade from governmental restric- 
tions is essential to its continued health and growth. Our exporting industry 
represents a vital and expanding segment of our economy. Yet as economic aid 
dwindles the volume of our exports tends to become exclusively dependent upon 
the volume of our imports. Without economic aid foreign countries must earn 
dollars in the United States market in order to buy United States goods. 

We are faced with a simple series of logical choices. To hold our exports 
even we must hold both aid and imports even. To expand exports we must 
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increase either aid or imports or both. To expand exports and reduce aid we 
must boost imports by the sum of the increase in exports and the decrease in aid. 

At the same time, our economy as it expands inevitably will need increasing 
amounts of foreign raw materials to keep running. It cannot be assured of get- 
ting them in the absence of an orderly and stable free world trading system, the 
creation of which is dependent upon extension of the Trade Ageements Act. 

Today, all the great powers of the free world, thanks to American economic 
aid, are restored economically to levels of production in excess of the prewar 
period; and today their economic productive capacity has the potential of sup- 
plying a larger share of the costs of defending the free world. But these coun- 
tries, while contributing an increasing share of the burden of mutual defense, 
still rely on the United States to provide the lion’s share. This is in large meas- 
ure the result of political decisions which restrict the expansion of economic 
wealth and confine it within the borders of countries. 

The full development of the free world’s economic resources continues to be 
severely handicapped by the legal and political barriers of an earlier era, bar- 
riers that isolate economies within national boundaries when they should be in- 
tegrated into a productive free world unit. As a consequence, the richest of 
this family of free nations, the United States, bears a disproportionate share 
of the burden of assuring the prosperity and safety of the free world. 

Full utilization of free world resources: To carry out the strategic policy of 
the United States for the political and military cooperation of the free world, the 
American people have the choice of continuing to shoulder this burden, as at 
present, or of promoting foreign economic development so that the people of 
foreign countries can pay their own way. 

The responsibility of all countries, especially the United States, in keeping 
the peace and in improving decent living conditions could be made less onerous 
by a more efficient utilization of the economic resources available to the free 
world. Without exception, all countries would gain, through an expansion in 
the total economy, in the capacity to produce goods, employ labor, and pay taxes. 

Trade barriers are also undesirable for the reason that they tend to compart- 
mentalize economies within national boundaries, depriving them of the health- 
ful benefits of international competition. Foreign goods allowed to compete 
fairly with goods of domestic manufacture not only supply much-needed foreign 
eurrencies but also stimulate the improvement of technology both in the ex- 
porting and importing country. We have been fortunate in the United States 
because competition has prevailed among our companies. In many foreign 
nations where domestic competition is highly restricted, protective tariffs tend 
to give the national firms a virtual franchise, protecting them against the com- 
petition of more efficient foreign concerns. 

Such protection encourages neglect of technological improvement, higher 
prices, lower wages, restricted sales, and, consequently, less contribution to the 
nation and the free-world community. If we fix high tariffs on foreign goods, 
we must expect other countries to pursue the same policy. A full utilization of 
the world’s resources cannot be achieved with legal and political barriers re- 
stricting the international flow of trade, capital, and technology. 

The efficiency of American companies is ample assurance that they have little 
to fear from the importation of foreign goods. But, American goods exported 
abroad can contribute much to the development of foreign technology and 
progressive enterprise. 

It just doesn’t make sense for the American people to spend billions of dollars 
to build up the economies of its allies and then refuse to accept the products 
of those economies. It can be dangerous, too, as some of our exporters are 
finding out. For our allies will sell their goods somewhere—they must trade to 
live. The first place they look is in the free-world markets outside the United 
States. Many of these countries are short of dollars because of our failure to 
buy enough of their goods and they become eager customers for subsidized 
European and Japanese exports. This hurts our exports to third markets and 
if carried far enough could gradually isolate us from the economic bloodstream 
of the free world. 

As we see it, the aim of the President’s foreign economic program is to create 
a framework for the free-world economy within which it can expand by gradually 
freeing itself from artificial uneconomic restrictions. Now the British did this 
in the 19th century with gunboats and whiffs of grapeshot which enforced a 
free stable international trading system upon the world run by the city of 
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London. It can’t be done that way today. But we are trying to reach the same 
objectives through voluntary international cooperation to reduce arbitrary 
governmental restraints upon the movement of goods, people, money, and know- 
how. 

This fragile network of international cooperation is embodied in three inter- 
national organizations—the International Monetary Fund, the World Bank, and 
the General Agreement on Tariffs and Trade. Their joint task is to set up 
agreed standards of trade, monetary, and investment practice within which the 
free-world economy can function on an orderly and predictable basis. 

A predictable United States tariff policy is essential to any lasting international 
economic cooperation. 

The United States has as much, if not more, to gain from more trade than 
other countries. After all, we have the surplus of capital to invest, a greatly 
productive industry and agriculture which, operating at full capacity and em- 
ployment, produce a surplus for export. Moreover, military considerations dic- 
tate that, to protect ourselves, we must protect the outposts of the free world. 

We have, then, the choice of fencing our economy in and burdening the Ameri- 
can people to subsidize our exports and to carry the major part of the costs of 
free-world defense, or of trading with the free-world countries on a businesslike 
basis so that they can pay for their purchases from the United States and can 
pay their share of mutual defense against Soviet imperialism. 

The Washington Board of Trade, and its over 7,000 members, appreciates this 
opportunity to go on record as supporting the two above-mentioned bills, H. R. 
10368 and H. R. 10369. We feel that passage of them is necessary for our eco- 
nomic well-being and that of the free world. 





New York Boarp OF TRADE, INC., 
INTERNATIONAL SECTION, 
New York, N. Y., March 6, 1958. 
Hon. WiLsur D. MILLs, 
Chairman of the Committee on Ways and Means, 
United States House of Representatives, 
New House Office Building, Washington, D.C. 


Dear Sir: We wish to have entered in the record of the hearings on extension 
of the Reciprocal Trade Agreements Act the following resolution, adopted by the 
International Section of the New York Board of Trade, Inc. : 

“Whereas our export interests in the European market may be jeopardized if 
our National Government is not granted effective administrative authority to 
policies are to be voided, and 

“Whereas the European Common Market’s uniform tariff against outside im- 
ports is designed as a basis for reciprocal-trade agreements, and 

“Whereas the United States will have to be in a position in the near future 
to initiate negotiations with this economic community if discriminatory trade 
policies are to be voided, and 

“Whereas the economic union is committed to a progressive and mandatory 
eut or adjustment in internal tariffs in favor of the associated countries begin- 
ning in 1959, and continuing for several years thereafter, and 

“Whereas the unease in the world economic situation may be reduced by posi- 
tive and continuous action on the part of our Government to maintain and 
amplify the reciprocal-trade agreements, and 

“Whereas long-range planning on the part of American and overseas com- 
panies working within the perimeter of the free world would be encouraged by 
long-term continuity in our reciprocal-trade agreements, and 

“Whereas international trade makes a substantial contribution to the economic 
well-being of the United States: Now, therefore, be it 

“Resolved, That the International Section of the New York Board of Trade 
endorses the Eisenhower administration request for a 5-year extension of the 
reciprocal-trade agreements from its expiration date of June next.” 

Respectfully submitted. 


ALEXANDER QO. STANLEY, 
Chairman, International Section. 
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MASSACHUSETTS COUNCIL OF RETAIL MERCHANTS, 
Boston, Mass., March 4, 1958. 
Hon. Wiisur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN MILits: We would appreciate it if you will incorporate 
this letter in the record of the hearings on H. R. 10368, indicating the unani- 
mous vote of the Massachusetts Council of Retail Merchants, a federation of 
merchant associations in 35 of the leading cities in Massachusetts, and the 
Retail Trade Board of Boston in favor of the President’s program for legislation 
extending the Reciprocal Trade Agreements Act for 5 years, also urging your 
committee in Congress to adopt the Organization for Trade Cooperation. 

Retailing is the second largest industry in Massachusetts, as well as in the 
United States, and is directly affected by the terms of the Reciprocal Trade 
Agreements Act. It is our sincere belief that a healthy and expanding world 
trade is a prerequisite to peace and a sound economy. The part that retailing 


~ 


plays in our economy is a vitally important one—employing over 7 million 
workers. ’ 

President Eisenhower’s program is a thoroughly sound one which should be 
accepted. 

We sincerely hope your committee will act favorably on H. R. 10368. 

Sincerely yours, 
DANIEL BLOOMFIELD, Managing Director. 

Mr. Grecory. The next witness is Dr. Robert W. French. 

Dr. French, will you come forward. 

Before you begin your statement, Doctor, I want to tell you that 
Congressman Boggs was much disappointed he is not able to be here 
this afternoon. He asked me to transmit his regrets to you. 


STATEMENT OF ROBERT W. FRENCH, DIRECTOR OF THE PORT, 
BOARD OF COMMISSIONERS OF THE PORT OF NEW ORLEANS 


Mr. Frencn. Thank you very much, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, my name is Robert 
W. French. I am director of the port of New Orleans. As director 
of the port, I am the principal executive officer of the Board of Com- 
missioners of the Port of New Orleans, which is the Louisiana State 
agency charged by the Louisiana constitution and the laws of Louisi- 
ana with the responsibility for the regulation, administration, and 
control of the port’s affairs. 

I am also president of the Louisiana Ports Association, an organi- 
zation of the three deep seaports of Louisiana set up to encourage and 
promote world trade, mama of foreign and domestic commerce 
to and from all Louisiana ports, and the exchange of ideas and infor- 
mation on all port activities. 

I am also an officer or an active participant in the International 
House of New Orleans, the Gulf Ports Association, the Mississippi 
Valley Association, the Mississippi Valley World Trade Council, and 
the Southern Assembly of Tulane University in New Orleans. 

All of these organizations are vitally interested in the decisions 
which will be made by the Congress of the United States at this ses- 
sion, with respect to the extension of the reciprocal trade agreements 
program. 

While I do not appear as the official representative of these organi- 
zations, my views are consistent at all points with the public positions 
taken by these organizations on the renewal of the trade agreements 
program. 
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I was also a member of the foreign trade committee of the Chamber 
of Commerce of the United States from 1949 to 1951, which has al- 
ready appeared before your committee in support of the extension of 
this program, as has the Mississippi Valley Association and Interna- 
tional House. 

By profession I am an economist with specializations in foreign 
trade, business conditions, and regional economic development. 

I am a graduate of the University of Michigan with a doctorate in 
international economics. I have served on the staff of the United 
States Treasury Department in the Division of Monetary Research— 
now the office of International Finance—and have been associated 
with the Brookings Institution. 

I have taught economics, foreign trade, and transportation at the 
University of Michigan, Louisiana State University, University of 
Texas, and Tulane University. 

At Tulane University in New Orleans, I have also served as dean of 
the School of Business Administration from 1949 to 1955, and as 
vice president at Tulane University from 1953 to 1956. 

Since 1941 I have been a close student of business and economic 
conditions and trends on the South, Southwest, and the Mississippi 
Valley. 

Although I was born in Indiana and educated and engaged in busi- 
ness in Michigan until World War II, I have lived in the Deep South 
and Southwest continuously since 1941. During my university service 
I directed the organized research programs of business and economics 
at Louisiana State University, the University of Texas, and Tulane 
University. 

I also organized and directed the Public Affairs Research Council of 
Louisiana from 1950 to 1954, and by appointment of the President’s 
Council of Economic Advisers I served as chairman of the Committee 
on the Southwest Economy during the same period. 

These responsibilities, and others which I have mentioned, have 
provided me with a unique opportunity to observe the economies of the 
South and Southwest, and particularly the economies of Texas and 
the Deep South: 

I am appearing before your committee on behalf of the Board of 
Commissioners of the Port of New Orleans in support of the pro- 
posed Trade Agreements Extension Act of 1958, HR. 10368. 

My appearance before your committee on this occasion has been 
formally authorized by the president of the Board of Commissioners 
of the Port of New Orleans. 

The position taken by the board on this legislation is reflected in its 
full endorsement at its meeting of September 26, 1957, of the following 
resolution : 


Whereas the reciprocal trade agreements program inaugurated in 1934 has 
been successful in promoting international trade throughout the world, and 
resulted in progress and prosperity in our own and all friendly foreign nations ; 
and 

Whereas working within the framework of the reciprocal trade agreements pro- 
gram, the United States has in the past quarter century greatly expanded the 
worldwide exchange of goods and increased its own markets abroad by recipro- 
cally lowering tariff and trade barriers and liberalizing trade regulations; and 

Whereas world trade is a necessary factor for world peace; and 
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Whereas it is recognized that nations and peoples buying from the United 
States must also sell to the United States and this necessarily makes for mutually 
beneficial two-way international trade; and 

Whereas the total United States volume of exports and imports surpassed $30 
billion annually in 1956 and is a keystone to our own peace, prosperity, and 
the welfare of our citizens; and 

Whereas the reciprocal trade agreements program has been renewed 10 times 
since its original passage in 1934, but these renewals have been for short 
periods and gradually the law has been emasculated and weakened by restric- 
tive provisions in recent years ; and 

Whereas to assure continuance of this beneficial and productive program it 
is necessary to rally all citizens to join in an effort to preserve this law when 
it comes up for renewal next year in Congress ; and 

Whereas New Orleans, a great port and trading center, recognizing the para- 
mount importance to the Nation and the world of a continuance of the recipro- 
eal trade program, expresses serious concern with the move to turn the clock 
back to a tariff program that would restrict trade, and undermine our economic 
and political situation in world trade: Be it therefore 

Resolved, That International House of New Orleans, an organization dedi- 
cated to world peace, trade, and understanding, hereby requests Congress to 
authorize a 10-year renewal of the reciprocal trade agreements program beyond 
June 30, 1958, and endorses a nationwide program to educate and inform the 
people of the United States and particularly those in the Mississippi Valley of 
the grave threat to this highly successful program ; and be it further 

Resolwed, That all trade, commercial, civic, economic, and cultural groups 
everywhere be invited to join in this crusade to save and extend the reciprocal 
trade agreements program, and thus preserve the keystone of our foreign trade 
policy which has had the support of both great political parties over 244 decades 
and which has made a material contribution to world peace and prosperity. 


In taking this action, the Board of Commissioners was reaffirming 
a position on reciprocal trade legislation, which it has taken repeat- 
edly since 1934, whenever such legislation has been submitted to the 
Congress, and a position which is completely consistent with the 
positions which it has taken during the past 2 years on such related 
policy matters as the Office of Trade Cooperation, customs simplifica- 
tion, quarantine inspection, and increased duties on lead and zinc. 

At the annual membership meeting of the Gulf Ports Association 
in Brownsyille, Tex., on September 30, 1957, resolutions similar to the 
foregoing were likewise adopted. The gist-of the resolutions of the 
Louisiana Ports Association is contained in its final paragraphs: 


Whereas the Louisiana Ports Association, Inc., an organization of Louisiana, 
has a great stake in world trade and thus recognizes the paramount importance 
to the Nation and to the world of a continuance of the recriprocal trade program, 
expresses serious concern with efforts to turn back the clock to a tariff program 
that would greatly restrict trade and undermine its economic and political 
situation in world trade: Be it therefore 

Resolved, That the Louisiana Ports Association, Inc., a Louisiana corporation, 
hereby requests the Congress to renew the reciprocal trade agreements program 
beyond June 30, 1958, and endorse a nationwide program to educate and inform 
the people of the United States of the grave threat to this highly successful pro- 
gram; and be it further 

Resolved, That all trade, commercial, civic, economic, and cultural groups 
everywhere be invited to join in this crusade to save and extend the reciprocal 
trade agreements program and thus preserve the keystone of our foreign trade 
policy which has had the support of both great political parties over two and a 
half decades, and which has made a material contribution to world peace and 
prosperity ; be it further 

Resolved, That copies of this resolution be sent to the members of the congres- 
sional delegation representing the State of Louisiana, as well as to the States 
comprising its hinterland and to the daily newspapers in cities of the various 
Louisiana Ports Association, Inc., membership and to other interested parties. 
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On January 28, 1958, the Mississippi Valley World Trade Confer- 
ence held its 13th annual meeting in Kew Orleans. At that meeting, 
upward of 500 shippers, freight forwarders, bankers, and representa- 
tives of railroads, steamship companies, barge lines, and truckin 
firms, as well as representatives of ports serving the Mississippi 
Valley, adopted the following resolution concerning the reciprocal 
trade program : 


Whereas the keynote of this conference is “the reciprocal trade program key 
to expanding world prosperity,” and 

Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in increasing our volume of exports and imports and greatly 
expanding our markets abroad by lowering tariff and trade barriers, and liberal- 
izing trade regulations : Now, therefore, be it 

Resolved, That this conference strongly advocates that the Reciprocal Trade 
Agreements Act be made permanent or, if not, that it be renewed for a minimum 
period of 10 years and that such renewal be not only without weakening amend- 
ments such as those enacted in recent years, but with the repeal of these 
crippling amendments; 

That while we favor the request for authority to lower tariffs we view with 
alarm the administration proposal that authority be given to increase duties 
after escape-clause investigations to 50 percent above the rate of duty in effect 
on July 1, 1934. The present law contains an escape clause that limits these 
increases to 50 percent of the rate in effect on July 1, 1945, and should be con- 
tinued. In addition, the application of these increases should only be after 
negotiation and not be put into effect immediately as requested ; 

That the escape clause of the present act be revised to confine the institution 
of an investigation only when in the judgment of the Tariff Commission there 
is good and sufficient reason therefor and that the peril-point section be revoked ; 
further, that such investigations should base their findings on the overall na- 
tional interests and the effect upon the consumers or users in the United States 
in addition to the domestic indusry or producer affected ; 

That if under investigations mentioned above it is found that only a particular 
industry or location is affected and that duty increases would be detrimental 
to our national interests, or would weaken our international trade, then the 
Government should undertake programs of special assistance to the industry or 
location affected during a period of readjustment. 


The southern assembly sponsored by Tulane University, in coopera- 
tion with the American Assembly of Columbia University, on interna- 
tional stability and progress, in its final report adopted on January 
12, 1958, linked the long-term renewal of the Reciprocal Trade Agree- 
ments Act with foreign aid as prime movers in the foreign policy of 
the United States. 

This assembly brought together 60 leading citizens of 12 Southern 
States, selected from the fields of business, labor, agriculture, educa- 
tion, government, and the professions for a 4-day meeting in Biloxi, 
aie on United States interests and instruments in the international 

eld. 

The final report of the assembly represents, therefore, the best cur- 
rent thinkin o southern leaders on reciprocal trade legislation. 

It is utterly impossible to overestimate the importance of the exten- 
sion of the Reciprocal Trade Agreements Act to the more than 800,000 
people hep, living in the New Orleans area. Foreign trade is 
the lifeblood of New Orleans. Throughout its history, port activities 


have been the major business of the community. 

In recent decades the port has been second only to New York in this 
country in dollar value of foreign cargo. 

In 1934 when the Reciprocal Trade Agreements Act was first en- 
acted, the value of foreign trade done through the port of New 
Orleans was $226,200,000. 
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Last year the tonnage handled was over 3} times what it was in 1934, 
and the dollar value was 9 times as great. 

Reciprocal trade agreements are the warp and woof of the fabric of 
the world trade which has been woven at the port of New Orleans 
during the past 16 years for 22 States, or almost half the land area of 
continental United States. 

A recent survey shows that over 100,000 person in New Orleans are 
directly employed in port activities. On this basis from 300,000 to 
400,000 persons in this area are directly dependent on foreign trade. 
Thousands more indirectly owe their economic well-being to ‘the port. 

The board of commissioners itself is engaged in productive services 
which create employment and income, and represent a continuing 
demand for about $14 million per year expenditures. There are hun- 
dreds of auxiliary enterprises in the area intimately linked with port 
activity, including bargelines, motor freight lines, railroads, steamship 
lines, stevedoring firms, warehouses, customhouse brokers, freight 
forwarding agents, representatives of foreign governments, ‘financial 
institutions and others. 

It has been estimated that 70 cents of every New Orleans dollar can 
be directly or indirectly traced to foreign trade and port. operations. 

Imports and exports of an estimated value of $1,935 million were 
handled at New Orleans wharves last year, and although it was a rec- 
ord year, the port’s foreign trade business has been vs Jued at over $1 
billion for the past 11 years. 

This large volume of trade has carried the New Orleans economy 
through adversity many times, and has often served as a short- term 
shock ~absor ber in domestic business recessions such as the one this 
country is now experiencing. 

The total investment of the board of commissioners in public port 
facilities at the port of New Orleans was valued on its books at $73,- 
334,000 on June 30, 1957, but on the basis of today’s costs, this invest- 
ment would easily run from $200 million to $250 million. 

This investment is owned by the people of the State of Louisiana, 
but it is used by private business for the benefit. of all of the people 
who live in the vast midcontinent area of the United States. 

It also serves producers, distributors, shippers, and steamship com- 
panies from all over the world who use the port of New Orleans. 

Full utilization of this investment and the livelihood of literally 
millions of people would be adversely affected or jeopardized should 
Congress fail to extend the reciprocal trade agreements for a reason- 
able ] period. 

The tremendous investment in public facilities at the port of New 
Orleans is, of course, only part of the story. Private business and 
government, Federal, State, and local, have invested several times as 
much as the board of commissioners in plant, equipment, wharves, 
levees, channels, bridges, canals, spillways, and a wide variety of spe- 
cialized port facilities to ser ve the trade which has been built wp under 
and has been supported by reciprocal trade agreements. 

If Congress should fail to extend the possibility of entering into 
such agreements, it would effectively destroy the environment and the 
very foundations of foreign trade at the port of New Orleans. 

One specific example may serve to illustrate the present situation. 
For the past 37 years the board of commissioners has owned and ad- 
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ministered a 514-mile canal between the Mississippi River and Lake 
Ponchartrain, known as the Inner Harbor Navigation Canal, or In- 
dustrial Canal. This canal is available to ocean shipping for its 
entire length by lock at the river end. 

The board’s present investment in this canal—including the lock, 
bridges, and public wharves—is approximately $30 million. 

At the same time the board was making its investment, private in- 
dustry, which provides employment for over 6,500 men and women 
and annual payrolls of $22 million, has invested another $65 million 
along the canal. 

Sales by these industries last year totaled $190 million. 

For the first 15 years of the canal’s existence and up to the inaugu- 
ration of the reciprocal trade agreements program, only a handful 
of industries had located along the banks of this canal. 

Today the banks are completely lined by installations of 48 com- 
panies which comprise the largest concentration of industry in the 
New Orleans area. These industries depend on foreign trade, both 
for the import of their raw materials and for the export of their 
finished products. 

Without the reciprocity in trade expressed in the reciprocal trade 

. * . . . 
agreements which the United States has negotiated with foreign coun- 
tries, these industries would be aN ieaneat the employment of thou- 
sands would be threatened, and much of the present plant and 
equipment represented by these industries would be idled. 

But the foregoing facts relate to the past and the present. What 
is the foreign trade potential of the New Orleans area, and how is it 
related to the extension of the reciprocal trade agreements program. 

A 2-year study of the economic potential of the New Orleans area, 
from 1956 to 1970, has just been completed by the Tulane Society of 
Economics, financed in part by a grant-in-aid from the Committee on 
Economic Development and from the Fund for Adult Education. 

The report of this study, to be released later this month, repre- 
sents the collective efforts of 50 businessmen and university econ- 
omists. The study states: 


The value of foreign commerce through the port of New Orleans should in- 
crease by around 84 percent between 1956 and 1970, to reach a level of $2,970 
million in 1970. Imports should more than double and exports should in- 
crease by almost two-thirds. These projections assume that United States ex- 
ports will maintain the proportion of the Nation’s total production experienced 
in recent years, that United States imports will rise to close to 90 percent of its 
exports, and that the port of New Orleans will hold its present share of 5.5 per- 
cent of United States total foreign trade. 

Long-term trends in trade through the port and the commodity and 
geographic distribution of that trade favor an expanded volume of 
commerce through the port of New Orleans. There is also every in- 
dication that the port can continue to maintain its competitive posi- 
tion among the Nation’s _— and hold its long-established share of 
United States foreign trade. 

In the light of these trends the board of commissioners undertook 
a long-range program of port modernization and improvement imme- 
diately after World War II. 

At present the board is about one-third of the way through this 
program which will involve the investment of over $100 million by 
the time it is completed in 1968. 
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After many years of planning, the Federal Government also began 
earlier this year the construction of a 70-mile alternate route to the 
Gulf of Mexico from the port of New Orleans, known as the Missis- 
sippi River gulf outlet, which will involve the investment of $150 
million. 

But none of these goals and plans can be realized unless the United 
States continues to pursue a foreign economic policy consistent with 
its present international position. 

As far as foreign trade is concerned, the keystone of that policy 
has been, and must continue to be, the reciprocal trade agreements 
program. 

Perhaps the most remarkable feature of the economic transforma- 
tion which has been taking place in the South since the outbreak of 
World War IT, has been the rapid expansion of trade and industry 
along the Mississippi River, particularly from New Orleans to Baton 
Rouge. This area is speedily becoming a single economic complex. 

The population has increased from 750,000 in 1940 to 1,200,000 at 
the present time, and is expected to reach one and a half million by 
1970. 

The population of this area, which was less than three-quarters 
urban in 1940, will be almost 100 percent urban by 1970. 

Even after World War II, only $500 million was invested in in- 
dustrial installations in the area, but between 1946 and the end of 
1955 an additional $1,200 million was put into new plant expansion. 

In other words, the investment in manufacturing more than doubled 
in 10 years. 

In the past 2 years another $450 million has been invested, at an 
annual rate of almost double the previous 10-year average. 

Every other indicator of industrialization and economic growth for 
the area has also registered a substantial increase, and the upward 
trends show no signs of abating. 

In this rapid economic transformation of the New Orleans-Baton 
Rouge area into one of the brightest industrial frontiers in America, 
foreign trade has played a significant role. 

In addition to the gains in foreign trade and the improvements 
made in the port of New Orleans, a bustling deep-sea port has become 
a reality in Baton Rouge during the past 4 years. Facilities are now 
available there for the export of grain, which reached 33 million 
bushels last year, the receipt and dispatch of general cargo, open 
storage facilities, and the handling of bulk materials in a new 15 
million installation at nearby Burnside, La., which is within the 
limits of the Greater Baton Rouge Port Commission. 

Raw materials move to many of the established and new industries 
of the area by water. These industries are largely concentrated in 
three fields: the primary metals, chemicals, and petrochemicals, and 
petroleum refining. 

A significant fraction of the products of these industries are ex- 
ported overseas. Typical examples of these industries are the three 
aluminium plants which refine bauxite imported from Jamaica and 
Surinam, and the new nickel-cobalt refinery now under construction 
at Braithewaite, La., 20 miles below New Orleans, which will secure 
its raw materials of nickel and cobalt ores in slurry from Moa Bay, 
Cuba. 
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This refinery will provide the United States for the first time with 
domestic production of these two strategic metals. 

There are two features of the current industrial boom in the New 
Orleans-Baton Rouge area that relate te foreign trade which are often 
overlooked. The first has already been suggested. The important 
industrial raw materials of the area, riverfront land, water, petroleum, 
natural gas, and sulfur, can and are being significantly augmented by 
the importation of raw materials from outside the United States. 
The present and future industrialization of the area rests, therefore, 
in large part, on a combination of domestic and foreign raw materials. 

The second most important feature is that this industrialization is 
providing at long last a substantial industrial base for foreign trade 
close to the ports themselves. For the first time in history, the 
wharves in New Orleans and Baton Rouge are within sight of sub- 
stantial industrial plants. This factor is fraught with significance 
for the future. 

It is clear that if the New Orleans-Baton Rouge area is to realize 
its economic destiny, it must be able to continue to work out that 
destiny under favorable conditions. 

Most important among these conditions is the long-range stability 
in foreign trade relationships which an appropriate renewal of the 
reciprocal trade agreements program would help to insure. 

Deeper in the hinterland of the port of New Orleans are the river 
ports which are springing up along the Mississippi River and its trib- 
utaries above Baton Rouge. Greenville, Miss.; Memphis, Tenn. ; and 
Blytheville, Ark., are typical of these developments. 

Other older river ports are improving their facilities. Indeed, 
there has been no time in the history of the Mississippi Valley when 
the future of water transportation on the river, related to foreign 
trade, was more promising. If the great potential assets of the river 
and region are to be fully realized, the United States must continue 
to pursue the kind of foreign trade policy represented by the recipro- 
cal trade agreements. 

The same conclusion must be drawn with respect to the investments 
and improvements which are being made up and down the gulf coast 
to the east and to the west of New Orleans. Gulfport and Pascagoula, 
Miss., and Mobile, Ala., are rapidly expanding their port facilities. 

Similar expansion is taking place at the ports of Lake Charles, 
Houston, Corpus Christi, and Brownsville. These improvements 
have been undertaken to serve the trade of the tributary to these ports, 
and they will not come to fruition if the Congress falters in its 
approval of a long-term extension of our present program of trade 
agreements. 

Contrary to belief in some quarters, the waterborne foreign trade 
of the South continues to be a most important element in the Southern 
economy. At the present time, the South’s total foreign trade is in 
the neighborhood of $5 billion per year. This total compares with the 
re Sa average of $1,085 million, and a 1947-49 average of $3,618 
million. 

Waterborne trade thus tripled in value in 10 years, and quadrupled 
in 15 years under the favorable environment provided by reciprocal 
trade agreements. 
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While this striking increase in dollar volume is considerably re- 
duced when adjustments are made for the rise in export and import 
prices, the increase in constant dollars since 1938-39 has been between 
90 and 100 percent. 

Indeed, the South’s share in the Nation’s foreign trade went from 
20.6 percent in 1938-39 to 25.2 percent in 1947-49, and to 26.2 percent 
in 1954-55. 

It is thus quite clear that the South is now handling more of the 
Nation’s foreign trade than it did prior to the outbreak of World War 
II. 

Much has been made of the rise in protectionists sentiment in some 
of the States of the Southeast, particularly in North Carolina, South 
Carolina, Georgia, Alabama, and Tennessee, where the cotton textile 
industry is centered. Some people have been led to believe that most 
of the economic gains made in these States since 1940 would be wiped 
out or greatly reduced by a continuance of a program of reciprocal 
trade agreements. 

Nothing could be further from the truth. The influx of the cotton 
textile industr y to this area has been only one of many factors making 
for the general improvement of economic conditions in these States. 

Furthermore, the industries and people of these States have shared 
in the rising tide of foreign trade in which the South has participated. 
Indeed, the economic gains which have come to the South and to these 
States from the rise in foreign trade, and the increase in the South’s 
share of the Nation’s foreign trade, more than offset any alleged in- 
jury which has been, or will be, done to these industries by an exten- 
sion of the reciprocal trade agreements program. 

The South is in line for a still greater expansion of foreign trade 
between now and 1970, because it is becoming industrialized. The 
South would be penny wise and pound foolish if at this stage in its 
economic growth it sought to restrict in any way the two-way flow 
of commodities between the region and other parts of the world. 

In the past, the South has been plagued by an excess of — of 
its products over its imports of commodities from overseas. As late 
as 1938-39 the ratio of export tonnage to import tonnage was 4.0. 

By 1947-49 the ratio had fallen to 3.0, and by 1954-55 it had 
dropped to 1.9. 

It was precisely in this period when a better balance was being at- 
tained between exports and imports that the South has enjoyed its 
greatest economic growth. 

If reciprocal trade agreements work to improve the relationship of 
exports and imports for the Nation as a whole, they work in precisely 
the same direction for the South, and with the same manifest advan- 
tages. When ships put into southern ports with full cargoes and go 
out with full cargoes, a long sought stability in the South’s foreign 
trade will have been achieved. 

It is true that the traditional staples in the South’s foreign trade— 
cotton, tobacco, wood, and wood products, and naval stores—no longer 
represent as large a fraction of the South’s total production of these 
commodities today as they did 30 years ago, but the newer commod- 
ities which have appeared on the list of southern exports have more 
than replaced the traditional items in value, if not tonnage. 
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It is to these newer commodities that the South must look for the 
future growth of its foreign trade rather than to the older staples 
in their commerce with the rest of the world. 

Reciprocal trade agreements provide a flexible instrument for in- 
tegrating these newer commodities into the foreign trade of the region. 

owever, the principal exports of the port of New Orleans indicate 
the continued importance of agricultural products in the trade of this 
region. Last year New Orleans was the Nation’s No. 1 port for 
the export of corn, raw cotton, soybeans, and wheat flour. 

In this connection, it is important to remember that four-fifths of 
United States farm exports go to nations having trade agreements 
with this country. Two-thirds of United States exports move under 
concessions granted in these agreements. This situation clearly in- 
dicates where the interest of the port of New Orleans and its hinter- 
land lie. 

On the import side of the ledger, New Orleans is now the Nation’s 
leading port for sugar, inedible molasses, and burlap bagging. The 
port of Baton Rouge is the No. 1 port for the importation of Se aite, 

The important role played by these imports is the economic life and 
well-being of the area served by Baton Rouge and Orleans, needs no 
elaboration. 

The midcontinent area served by New Orleans and Baton Rouge 
cannot expect to enjoy a continued high level of trade in these com- 
modities unless this country is willing to pursue the kind of foreign 
trade policy implicit in the reciprocal trade agreements policy. 

Furthermore, the South is strategically located for foreign trade 
with the less developed areas of the world, notably Latin America 
and Africa. To capitalize on its position with respect to these areas, 
the South should certainly lend vigorous support to an extension of 
the reciprocal trade agreements program. 

In the long sweep of economic history since the advent of the indus- 
trial revolution in 18th century England, it is apparent that foreign 
trade has been an indispensable requirement for industrial growth. 

The South and the midcontinent area served by the port of New 
Orleans are in the throes of industrialization. Unlike the older sec- 
tions of the United States, these areas have not yet attained their full 
industrial stature. If they are to continue down the road to greater 
prosperity, they must seek to expand their foreign trade rather than 
restrict it. 

At this critical juncture in their economic growth and in the titanic 
struggle between the Soviet Union and the countries of the free world, 
trade must be free of all possible restrictions. This does not mean 
that complete free trade is to the best interest of these sections, but 
that they will be best served by freer trade on a reciprocal basis, which 
is the one sure result of the extension of the reciprocal trade agree- 
ments program. 

For this reason, above all, the Board of Commissioners of the Port 
of New Orleans has consistently supported reciprocal-trade legisla- 
tion, and now urgently seeks its renewal in the terms prescribed in 
H. R. 10368. 

Mr. Chairman, I appreciate this opportunity to appear here, and 
I want to thank you. 

Mr. Grecory. Thank you for coming, sir. 
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Mr. Reed would like to inquire. 

Mr. Reep. I would like, at least, to make a few observations. I 
understood you to say, and I know it is true, that there has been a 
great development of the chemical industry in the South. Is that 
true? 

Mr. Frenon. That is true, yes, particularly in the New Orleans 
area and around the gulf coast in what we call the petrochemicals. 

Mr. Reep. It has had a rather interesting history. Right after the 
First World War you will recall that we took over all the chemical 
formulas that Germany had developed. 

They were placed in charge of the alien custodian. Do you remem- 
ber that ? 

Mr. Frencu. Yes. 

Mr. Reep. You also remember how, later on, they took advantage 
and destroyed our chemical industry in this country. Germany 
offered, as I recall, to turn over $20 million worth of chemicals to this 
country. Do you remember that? 

Mr. Frencu. I do not remember that, but I have no reason to doubt 
it is true. 

Mr. Rezep. Then we did give some protection to chemicals here, as 
a result. One of those who can see the possibilities that they may 
have a chance to compete with us again, I think the chemical industry 
in the South is liable to suffer as well as the entire chemical industry 
in this country. That is one of the things we have to guard against. 
We are very zealous to preserve and build up the South. We want to 
see the South built up. 

I am one of those who does not believe in the simple trade agreement, 
because it is not simple. If you get your protection too low, the 
chemical industry is going to suffer because of the differential in wages 
abroad. Water transportation being what it is, it is the cheapest 
transportation in the world. I can see where you would be very vul- 
nerable in the South. 

I just want to make those observations. I am not seeking an argu- 
ment, but I am pointing out what I believe will be a prophecy as far 
as the industry is concerned. You will be needing protection later on. 

Mr. FRENCH. When you have a dynamic situation such as the one 
you have in the South now, with. respect to the growth of industry, 
the conditions you face today may not be the same as those you face 
5 years from now, or 10 years from now. 

Mr. Reep. That is true. Thank you very much. 

Mr. Gregory. Thank you, Dr. French, for your appearance. 

Mr. Frencu. Thank you, Mr. Chairman. 

(The following material was submitted to the committee :) 

Houston Port Bureau, INc., 
Houston, Tew., March 12, 1958. 
Hon. Wirzur D. MILs, 


Chairman, Wauvs and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN MILLS: Enclosed please find copy of a resolution passed by 
the board of directors of the Houston Port Bureau. 

Although we do not believe that it is necessary to point out the importance 
of the extension of the Reciprocal Trade Agreement Act to the Houston area, 
we would just like to make the following observations: Foreign commerce cannot 
be one sided; we are becoming increasingly dependent on raw materials from 
abroad ; the extension of the act is vital to the advancement of our foreign trade 
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and, of course, the port of Houston is the greatest single economic force in this 
area, and would be definitely and adversely affected if the act is not extended. 
Very truly yours, 
JoHN C. MAYFIELD, 
Chairman of the Board. 
RESOLUTION 


Whereas the Houston Port Bureau, the sales agency for the port of Houston, 
has in the past supported the Reciprocal Trade Agreements Act; and 

Whereas the Houston Port Bureau recognizes the fact that this country’s ex- 
port trade cannot flourish unless our import trade does likewise ; and 

Whereas United States industry and commerce are constantly becoming in- 
creasingly dependent upon foreign sources of supply for consumer goods and 
raw materials; and 

Whereas the port of Houston is probably the greatest single force in the 
economy of Metropolitan Houston ; and 

Whereas the benefits of foreign commerce extend in no small measure to 
State and National levels; and 

Whereas we believe that the reciprocal trade agreements program is essential 
to the continued development and advancement of this country’s foreign com- 
merce: Be it therefore 

Resolwed, That the Houston Port Bureau strongly urge the Congress of the 
United States, in a move vital to our community and highly important to our 
Nation as a whole, to renew the Reciprocal Trade Agreements Act for a period 
of 5 years. 


THE AMERICAN ASSOCIATION OF PoRT AUTHORITIES, INC., 
Washington, D. C., March $, 1958. 
Hon, Wrigur D. MILLs, 
Chairman, House Ways and Means Committee, 
United States House of Representatives, Washington, D. C. 


Dear Mr. Miizs: Attached is the position of the American Association of Port 
Authorities, United States members, on renewal of the Reciprocal Trade Agree- 
ments Act, in the form of a resolution adopted at the association’s last annual 
convention at New York City, October 25, 1957. 

This is to request that our resolution be lodged upon the record of the hearings 
in order to make it clear that the public port agencies of the United States are 
solidly and unanimously in support of an extended renewal of the act, 

Our sincere appreciation for your attention. 

Cordially, 
P. A. ADMUNDSEN, 
Beecutive Director. 
RESOLUTION NO. E-2 


Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in promoting international trade throughout the world, and re- 
sulted in progress and prosperity in our own and all friendly nations: Be it 

Resolwed, That the American Association of Port Authorities endorse a 10-year 
renewal of the reciprocal trade agreements program beyond June 30, 1958, and 
endorse a nationwide program to educate and inform the people of the United 
States with respect thereof. 





Tue NATIONAL ASSOCIATION OF STEVEDORES, 
New York, N. Y., March 5, 1598. 
Re Reciprocal Trade Agreements Act. 


Hon. Wiipur D. MILLs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. CHarRMAN: The National Association of Stevedores respectfully 
urges that Congress renew the Reciprocal Trade Agreements Act. The interest 
of our organization and the reason for our position in this regard is submitted 
herewith. We respectfully request that this communication be made a part of 
the record of your committee’s proceedings in this regard. 

The National Association of Stevedores is a trade organization comprised of 
approximately 100 member firms engaged in the business of stevedoring through- 
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out the United States. The member firms of our organization fall into various 
categories; i. e., they are either independent contractors, subsidiary organiza- 
tions of shipping companies, or in some instances direct steamship companies. 
In each event it is important to understand that these companies are the em- 
ployers of the multitude of longshoremen who are gainfully employed in loading 
and discharging vessels at the various ports of call throughout the United States. 
It is estimated that approximately 150,000 men are thus gainfully employed in 
this occupation and that the total annual wage paid for this function amounts to 
approximately $750 million. 

Inasmuch as the occupation of this industry is, as stated above, loading and 
discharging vessels, it is obvious that any diminution in the quantum of foreign 
trade, whether import or export, will have a direct deleterious economic impact 
on all engaged in this industry. We submit that insofar as we are concerned 
a congressional failure to extend the trade act would lead to large unemploy- 
ment and financial havoc in our industry. 

In a matter of this moment, it is understandable that there are basically two 
viewpoints among the American citizenry regarding the wisdom of extending 
the national program to encourage free trade. There are, of course, those among 
the Nation’s populace who will be economically benefited by a continued free 
trade program and there are, of course, those whose welfare depends upon local 
marketing possibilities who fear the threat of foreign competition by a free trade 
program. These fears are strenuously advanced by organizations representing 
this camp of thought despite any peril point provisions of the reciprocal trade 
program. Accordingly, we as an organization can appreciate the difficulty being 
experienced by Congress as a whole in attempting to balance the scale of 
justice and serve these conflicting interests. As recorded herein the position 
of our organization and economic well-being of our constituency clearly lies in 
the side of the scale dictating a recommendation for extension of the reciprocal 
trade program and the encouragement of expanded trade. 

Prescinding from personal interests for the moment we respectfully urge you 
to consider two facets of this question which to us would seem to clearly tip the 
seale of justice in favor of expanded free trade. These considerations are 
as follows: 

It has long been recognized that the merchant marine of any nation and the in- 
tegrated services required to handle waterborne cargoes constitute a fourth arm 
of national defense. Any national program calculated to permit the disintegra- 
tion of these services at a time when we are struggling with the problem of 
assuring survival of the American way of life would appear to be drastically 
opposed to the overall welfare of the Nation. We submit that abandonment 
of free trade principles and retrenchment to trade isolation would have a 
severely deleterious effect on the welfare of our merchant marine and the mer- 
chant marine of friendly seafaring nations. 

In conclusion and again divorced from any partisan interest, we respectfully 
submit that trade constitutes a most essential part of the basic concept of foreign 
aid. We believe it to be self-evident that the respect, honor, and dignity of 
nations friendly toward us and of nations desiring to earn their way in the 
world could best be maintained through a continued program of reciprocal trade 
agreements. Trade isolation by the United States and substitution of mere 
charitable aid can, in the long run, only humiliate those friendly toward us and 
eventually alienate the friendships we enjoy and must so heavily count upon. 

Respectfully submitted. 

WILLIAM F. Giesen, Executive Director. 


THE MARITIME ASSOCIATION OF THE PorT OF NEW YORK, 
New York, N. Y., March 4, 1958. 


Re renewal of Reciprocal Trade Agreements Act 


Hon. Wrizvur D. MILs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Mitts: The Maritime Association of the Port of New York 
respectfully urges Congress to renew the Reciprocal Trade Agreements Act. 
The interest of our organization in this measure and the reasoning behind our 
position is briefly presented herewith. We respectfully request that this com- 
munication be made a part of the record of your committee’s proceedings on this 
matter. 
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Our organization is a membership trade association organized in 1883, com- 
prised of approximately 1,500 individuals representing firms engaged in the 
maritime industry at the port of New York. The firms represented consist of 
shipowners and agents, freight forwarders, marine insurance organizations, 
shipbuilding and repairing concerns, stevedoring companies, towing and trans- 
portation organizations, and every other type of service required in order to 
facilitate the movement of waterborne cargoes. In serving the various firms 
which are represented in our organization, it would be fair to state that we 
indirectly represent perhaps 90 percent of all persons at the port of New York 
who are occupied and gainfully employed in processing the transfer of water- 
borne commerce at New York. Quite naturally, with this background and con- 
stituency, we as an organization are vitally interested in the future of the Na- 
tion’s trade program. Further, because of the direct effect of any recession in 
the quantum of trade, we wholeheartedly endorse and strenuously urge the re- 
newal of the Reciprocal Trade Agreements Act. 

In a matter of this kind, where the basic question presented is one of free 
trade versus trade isolation, it is understandable that the issue is so sharply 
drawn into 2 camps of thought; 1 camp being those which thrive economically 
so long as the Nation’s basic policy serves in the encouragement of trade; the 
other camp being represented by those who jealously guard their well-being, 
because they are engaged in domestic production and fear the threat of im- 
ported competition. We can well appreciate that it is a difficult task for the 
representatives of the peoples of the United Stats serving in Congress, to bal- 
ance the scale of justice, in an attempted servitude to this basic difference of 
interest. 

Insofar as we, as representatives of the maritime industry at the port of New 
York are concerned, our purpose is to herewith advise you that the expansion 
and strengthening of trade through the encouragement of the extension of the 
Reciprocal Trade Agreements Act, will serve in the interests of approximately 
one-half million people who are directly engaged in, and whose livelihood de- 
pends upon the employment and functions which result directly from the ex- 
istence of encouraged free trade. It has been estimated further that 25 percent 
of the total wages earned at the port area of New York result directly from 
maritime activities of the port. Without an encouraged trade program, and 
without an extension of reciprocal trade permission, as authorized by the pend- 
ing legislation, it is self-evident that great economic harm can result to this 
segment of the Nation’s populace, not only at New York but in every port area 
in the Nation. 

For your information, our industry, i. e., the maritime industry, is at the 
present time experiencing a recessional period at least comparable to other in- 
dustries in the Nation. Daily articles in the public press speak of a “worldwide 
shipping slump, already one of the worst * * *.” Our Nation and nations of 
the world friendly to us, constituting the vast bulk of the world’s merchant 
marine are in the daily process of laying up commercial vessels. There is a 
national defense aspect to this recession. We believe one need not demonstrate 
the critical role played by the merchant marine of not only this Nation but of 
friendly nations during a period of emregency. The machinery of international 
trade should not be permitted to grow rusty. It has been long agreed that a 
merchant marine constitutes a fourth arm of defense. Without an encouraged 
trade program, this recessional period will be greatly augmented. 

In prescinding from the clear interest of our constituency which dictates for 
us to request the extension of the Reciprocal Trade Agreements Act and, in 
conclusion, we suggest and believe that the members of your honorable com- 
mittee and the representatives of the people in Congress must consider one 
element of this question above all others; we believe this element to be the fact 
that the future of our American way of life and the future of the way of life 
of nations friendly toward us, who have no aspiration to deny us our way of 
life, depends in large measure upon the eventual outcome of the present eco- 
nomie war with Russia. In this regard, we sincerely believe that there can 
be little question of how closely allied are the concepts of “trade” and “aid.” 
Trade with friendly nations will enable their economic survival and permit them 
to retain their honor and dignity. Curtailed trade with substituted aid on the 
other hand is not conducive to gainful employment by the multitudes of peoples 
in nations which are the subject of our charity. Thus, although survival on 
their part may be a possibility, their incentive, honor, and dignity in the long 
run must deteriorate. 
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If we do not encourage free trade, we submit that dire consequences for 
our overall well-being rests in store for us because of the inevitable alienation 
of the friendships which we now enjoy. Divorced from any selfish interest, 
this we submit is what is most important to the peoples of the United States. 
This we submit is the core to the reasoning which should prompt overwhelming 
support in Congress for an extension of the Reciprocal Trade Agreements Act. 

Respectfully submitted. 

WILLIAM F. GIESEN, 
General Manager and Counsel. 


RESOLUTION ADOPTED BY THE COMMISSION oF PuBLIC Docks or THE CITY OF 
PoRTLAND, OREG., ON Marcu 4, 1958 


Whereas the reciprocal trade agreements program, originally enacted into law 
in 1934, will expire on June 30, 1958; and 

Whereas the program initiated by this law has in the past 25 years, through 
reciprocal tariff reductions, greatly expanded the exchange of goods on a world- 
wide basis; and 

Whereas this expansion of world trade has contributed materially to the pros- 
perity of all nations of the world ; and 

Whereas by strengthening the economy of the United States and those friendly 
nations trading with the United States, international commerce has been vital 
to our national security and world peace; and 

Whereas under this law United States foreign commerce has grown to over 
$30 billion annually and provided employment for over 6 million Americans; 
and 

Whereas the volume of import and export cargo through the port of Portland 
has grown to approximately 4 million tons annually ; and 

Whereas the citizens of Portland, recognizing the value of foreign commerce 
to the welfare of the community, have invested over $30 million in marine ter- 
minal facilities to efficiently handle waterborne commerce, and 

Whereas the Commission of Public Docks of the City of Portland, Oreg., is 
a municipal corporation charged, among other things, with the development of 
trade through the port of Portland: Be it therefore 

Resolved, That the Commission of Public Docks of the City of Portland, Oreg., 
hereby requests Congress to authorize a 5-year renewal of the reciprocal trade 
agreements program beyond June 30, 1958, as proposed in H. R. 10368, thus 
continuing the President’s authority to make suitable adjustments in rates of 
duties for the purpose of insuring further expansion of world trade. 


New ORLEANS TRAFFIC AND TRANSPORTATION BUREAU, 
New Orleans, March 10, 1958. 
Hon. Wrisvur D. M118, 
Chairman of the Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. Mitts: There is before your committee for consideration House bill 
No. 10368, extension of the reciprocal trade program. 

Our bureau, at meeting of its board of directors on October 31, 1957, passed a 
resolution urging a 10-year renewal of the reciprocal trade agreement program 
beyond June 30, 1958, and we, of course, wish to go on record in support of H. R. 
10368 and urge its adoption. 

Very truly yours, 
Louis A. ScHwakRtz. 


Port of New York Ocean FREIGHT FORWARDERS CONFERENCE, 
New York, N. Y., February 21, 1958. 


CLERK, COMMITTEE ON WAYS AND MEANS, 
New House Building, 
Washington, D. C. 

GENTLEMEN: At a general meeting of the Port of New York Ocean Freight 
Forwarders Conference held in this city yesterday, the members present by 
unanimous vote instructed me as chairman to voice their approval and endorse- 
ment of the 5-year extension of the Reciprocal Trade Agreements Act now before 
the committee for their consideration and recommendation. 
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The membership of this conference consisting of 45 leading import and export 
shipping agents at this port employing some 800 people whose sole livelihood 
depends on our foreign trade are fully cognizant of the benefits and added im- 
petus the Reciprocal Trade Agreements Act gives to the overall economic welfare 
both in our domestic and foreign commerce. 

It is an old and true economic theory, if we expect our foreign trade to prosper, 
“we must buy from our overseas customers, if we expect to sell them.” Through 
such exchange of goods and services, dollars are earned not given away. 

Our foreign trade is on the downgrade. Ships are being laid up. Personnel 
in both domestic and foreign transportation are being laid off. Foreign sales 
are dropping. 

Therefore we need the Reciprocal Trade Agreements Act to deter this decline 
in our foreign trade. It is not a give-away program but one based on the theory 
of the exchange of goods with our overseas neighbors. 

We strongly urge and request the committee to vote favorably for the con- 
tinuance and extension of the Reciprocal Trade Agreements Act instituted and 
supported by so great an American statesman as the Honorable Cordell Hull 


Respectfully yours, 
Harorp D. Sr. Jonny, Chairman. 


Boarp oF Harsor COMMISSIONERS, 
Milwaukee, Wis., March 17, 1958. 
Hon. Wiizur D. MILts, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear REPRESENTATIVE Mitts: The Board of Harbor Commissioners, city of 
Milwaukee, respectfully requests permission to present this statement in support 
of H. R. 10368, for extension of the Reciprocal Trade Agreements Act. 

The port of Milwaukee already has a substantial international trade with 
Canada and with many other foreign nations. A substantial network of steamship 
lines operates from Milwaukee to Canadian ports and to 75 major ports over- 
seas. With the opening of the St. Lawrence seaway in 1959, we anticipate a 
substantial increase in our international commerce. 

The port of Milwaukee thus has a keen interest in extension of the Reciprocal 
Trade Agreements Act. Renewal of the act will aid in building a balanced 
international commerce; in solving supply and marketing problems; and in 
helping to build international amity through trade relationships. 

This board believes that the act serves the enlightened self-interest of our 
own Nation, and therefore supports this legislation. 

Respectfully, 
H. C. Brocxet, Municipal Port Director. 


Port or Detroit COMMISSION, 
Detroit, Mich., March 7, 1958. 


Subject: The Port of Detroit Commission policy statement relative to the 1958 
trade agreements program. 
Wievur D. MILts, 
Chairman, Representative, Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE Mitts: The Reciprocal Trade Agreements Act of 1955, 
which expires on June 30, 1958, is the basis of our world trade policy and should 
be extended because of its many vital domestic and international political and 
economic effects. 

The extension of our Reciprocal Trade Act program is necessary to continue 
and increase our $30-billion import-export commodity trade business with other 
countries of the world, plus the additional billions of dollars of income which 
accrue to our trade service industries. Of further inestimable value are the 
countless domestic industries which sell all or part of their goods or services to 
the international trade businesses of the United States. 

The 4% million United States jobs are another popular indication of the value 
of world trade business. Best figures available show that 1 out of 7 workers 
in Michigan owes his livelihood to world trade. 
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World trade, to a substantial degree, has superseded our aid program. The 
slogan, “Trade, not aié,” has now become a reality. United States trade with 
Western Europe is as important today to keep these countries from communism, 
as aid was immediately after World War II. By aiding these countries initially, 
we knew we were building up their productive capacity to enable them to trade 
with us. Consistency dictates that we now continue to trade with them whose 
productive capacity we willingly and knowingly helped to create. 

The emergence of the European Common Market, beginning January 1, 1958, 
also makes it necessary for us to maintain our present trade program. We must 
have a liberal trade policy to negotiate with this marketing area having approxi- 
mately the same population as the United States. Not being equipped with the 
proper legislative trade tools to negotiate with this new economic union would 
result in the loss of our current markets in Western Europe. With a proper 
trade program, the United States can realize the tremendous benefits that the 
newly formed West European Economic Union can generate. 

In addition to the above valid, well-publicized reasons for a liberal trade 
policy, there are several less known but equally important ones that carry a tre- 
mendous weight in favor of a liberal trade policy. These are in the marine field 
in general, and the port field in particular. 

The prosperity of our merchant marine industry is also dependent on a liberal 
United States world trade policy. Our merchant marine’s annual payroll of $2 
billion, its expenditures of $1.3 billion on goods and services annually, and the 
$3 billion allocated to its shipbuilding program in the next few years, are an in- 
dication of the value of our merchant marine to our economy. Since world com- 
merce constitutes a large portion of the business of our merchant marine, it is 
important that this commerce be permitted to move relatively freely between 
the United States and the rest of the free world. 

Port activity is another large economic national function whose degree of 
prosperity is in direct relation to the liberality of our trade program. A sub- 
stantial part of the total business of over 200 United States ports consists of 
world trade. The direct and indirect operations of our various ports is a multi- 
billion-dollar operation. The greater the amount of world trade flowing through 
these ports, the greater their contribution to the local, State, and National 
economies. 

Failure to extend the Reciprocal Trade Agreements Act would undoubtedly 
result in repercussions by other countries and, to some extent, jeopardize the 
self-liquidation of the St. Lawrence seaway because of decreased world trade 
movements, and also would retard the development of its full potential. 

Several Great Lakes ports are spending millions of dollars constructing port 
facilities in anticipation of seaway world trade. In order to realize the many 
direct and indirect benefits of world trade through these ports resulting from 
an enlightened trade policy, the extension of the Reciprocal Trade Agreements 
Act of 1955 is necessary. 

For the above reasons we desire to extend our support for the extension bill 
now before Congress, with the following reservations: 

1. The extension of the bill should be for a long term, but not less than 5 
years. In this way, the United States can prove to the free world that Ameri- 
ean economic leadership is of a sincere and positive nature, and that we aim 
to sustain our present world customers and acquire new ones in the competitive 
world market. 

2. Section 4, the escape clause, should be revised in order to function in the 
best interests of our national security and economic well-being by agreeing to the 
following definitions: 

(a) The term “injury” should be defined to limit effects attributed to im- 
ports and not to other domestic unrelated causes. 

(b) Duty increases from escape clause action should not be made perma- 
nent. The United States importing industry should be given the right to apply 
for review to determine whether duty rate increases are still justified from 
time to time. 

(c) The word “industry” should apply to an entire industry and not to 
not to a single producer or small group of producers. 

3. The point included in the present extension bill (sec. 3 (a) (1)) which 
permits the increase of tariff rates on the 1934 base, rather than the 1945 base 
as currently constituted, represents a departure from the main objective of our 
reciprocal trade agreements program, which is lower tariffs freer trade and 
their numerous resultant effects. 
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We sincerely request that you iend your strong active support toward the 
passage of the 1958 trade agreements program, which we know to be beneficial 
to our local, State, and national economy, and to our international political 
status. 

Respectfully yours, 
Caxr.is J. Sterrin, Port Director. 


SYNOPSIS OF PORT OF DETROIT COMMISSION POLICY STATEMENT RELATIVE TO THE 1958 
RECIPROCAL TRADE AGREEMENTS PROGRAM 


The basis of our current world trade policy is the Reciprocal Trade Agree- 
ments Act of 1955. This should be extended because of its many vital domestic 
and international political and economic effects. 

Extension of our Reciprocal Trade Act program of 1955 is necessary to con- 
tinue and increase our $30 billion import-export commodity trade business and 
also the additional billions of dollars of income accruing to our trade service 
industries. 

Four and one-half million United States jobs likewise indicate the necessity 
for the extension of the 1955 trade program. 

Trade, not aid, today is helping keep Europe from the stronghold of com- 
munism. Our trading policy should be such to assist the west European nations 
in their struggle to remain on the side of the free world. 

Emergence of the European common market dictates that we have proper 
legislative trade tools to negotiate with this new economic union which has a 
population equal to the United States. We must do this to maintain our present 
trade relations as well as to realize future benefits that this new economic union 
will generate. 

The prosperity of our merchant marine industry is dependent on a liberal 
United States world trade policy. World commerce constitutes a large portion of 
the goods carried by our merchant marine and, therefore, we must create the 
proper atmosphere for the relatively free movement of goods between the United 
States and the rest of the world. 

Port activity contributes tremendous economic benefits to the United States. 
The more world trade they handle, the greater their contribution. 

The self-liquidation of the St. Lawrence seaway would be jeopardized if 
world trade movements were to decrease. Extension of the Trade Agreements 
Act is necessary to develop its full potential. 

Millions of dollars are being spent by several Great Lakes ports to handle 
seaway world trade. A liberal trade attitude will permit the fuller utilization 
of these multi-million-dollar port developments. 

We support extension of the bill now before Congress, except for the following 
points: 

1. Extension of the bill should be for a long term but not less than 5 years. 

2. Agreement of word definitions in the escape clause should be reached: 

(a) “Injury” should be restricted to imports and not to other domestic 
unrelated causes. 

(bv) Duty increases from escape-clause action should not be made perma- 
nent. 

(c) “Industry” should apply to an entire industry and not to a single 
producer or small group of producers. 

8. Increase in tariff rates should be based on the 1945 rate rather than to 
revert to the 1934 base. 


MAINE Port AUTHORITY, 
Portland, Maine, March 5, 1958. 
Hon. WILsur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Sir: The port committee of the Greater Portland Chamber of Commerce 
desires to be placed on record as being in favor of renewing a 5-year Reciprocal 
Trade Act. The Main Port Authority, along with leading port officials, make up 
the port committee of the Greater Portland Chamber of Commerce. 

We feel a long-term Reciprocal Trade Agreement constitutes a healthy situa- 
tion to further promote the expansion of markets for the products of American 
farms and factories. 
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World trade is essential to the United States, as well as all cooperating coun- 
tries. Increased employment, high level incomes, expanded production in our 
factories and on our farms all result from a healthy exchange of products be- 
tween the United States and foreign countries. 

International trade is vital to the economic health and growth of all free 
world nations. 

We feel that a minimum of a 5-year extension is needed to provide essential 
continuity in our trade relations with other free nations. 

Sincerely yours, 
EpWAkD LANGLOIS, General Manager. 


THE Port or NEw YoRK AUTHORITY, 
New York, N. Y., February 25, 1958. 
Hon. Wiiz0ur D. MILL1s, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: The board of commissioners of the Port of New York 
Authority endorses and respectfully urges that Congress renew the Reciprocal 
Trade Agreements Act. On behalf of my fellow commissioners, I therefore 
would like to present the port authority’s position respecting foreign trade legis- 
lation now before the Congress. May I ask that this letter be made a part of 
the records of the hearings and deliberations of your committee. 

Since 1934, the reciprocal trade-agreements program has served as a corner- 
stone for the foreign economic policy of the United States. This program, by 
means of the reduction of tariffs and trade barriers on a mutually advantageous 
basis, has resulted in expanded international trade. This ever-increasing volume 
of trade, travel and investment flow has unquestionably strengthened the 
economy of the United States and the rest of the free world. 

The expansion of trade and the strengthening of the economy have of course 
benefited the States of New York and New Jersey and their bistate harbor, the 
port of New York. Eight billion dollars worth of export-import cargo arrived 
and departed from this port by ship or airplane in 1957, and these benefits 
ultimately accrue to the entire national economy. 

The importance of export-import trade to the New York-New Jersey metro- 
politan area is emphasized by the fact that port jobs provide a livelihood for at 
least 430,000 people in this great bistate region. These 430,000 jobs, in turn, 
furnish the economic basis of existence for 1 out of every 4 persons who live in 
the port district. Moreover, the port’s handling of many millions of tons of 
waterborne commerce a year produces more than one-fourth of the total wages 
earned in the port district. 

The port of New York has therefore a vital interest in the continuance and 
expansion of the flow of international trade and commerce. This concern and 
interest was demonstrated by the States of New York and New Jersey in their 
port compact of 1921 which created the Port of New York Authority as their 
bistate public agency. One of the basic responsibilities of the port authority is 
the development and promotion of commerce and trade through the port of 
New York. . 

The conviction of the commissioners of the port authority that international 
trade is vital to the port’s welfare and their faith in the future of this trade is 
proved by their continued approval of new and expanded programs and activities 
designed to promote the welfare of the port district and its 13 million residents. 

Thus, during the past 15 years, the port authority has invested $90 million in 
& great marine terminals in New York and New Jersey and has authorized the 
expenditure of an additional $60 million during the next 5 years in further im- 
provement of its waterfront terminals. These new and modernized piers, cargo 
terminal buildings, ship berths, channels and supporting facilities accommodate 
a substantial portion of the 12,000 ships which enter New York Harbor every 
year. 

In its investment and authorized additional expenditures of $370 million in 
four great metropolitan airports, a large part of which has been spent for facili- 
ties to handle overseas air passengers and cargo, the port authority has also 
demonstrated its confidence that the welfare of the port, the two States and the 
United States as a whole is founded on an ever-increasing interchange of people 
and goods between the nations of the world. 
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So too is that confidence expressed in our trade development and port promo- 
tion program, on which the port authority spends $1 million a year. This 
activity includes a number of publications and other media designed to inform 
and assist overseas and domestic shippers in their handling of export-import 
trade to and from the United States. Similarly, the port authority’s 3 over- 
seas trade development offices in London, Zurich and Rio de Janeiro as well as 
its 4 domestic offices in Washington, D. C., Chicago, Cleveland and in downtown 
Manhattan have as their basic function and purpose, assistance and service to 
the shippers in the respective areas of Europe, Latin America and this country 
for which they are responsible. 

It is the firm belief of the commissioners of the port authority that the objec- 
tive of American tariff policy should be an orderly and progressive increase of 
international trade. Such a policy benefits each of the participating countries 
by providing the stimulus for the international exchange of goods. Equally vital 
is the increase of commerce among nations as a positive step towards world 
peace. 

Foreign trade is important to a much greater area of our national economy 
than just the export-import business direcly concerned. It is important to every- 
one in the country who has labor, products, or services for sale. This truism has 
been amply demonstrated. The original purpose of the Reciprocal Trade Agree- 
ments Act— the increase of foreign trade through bilateral tariff-reduction 
agreements between the United States and individual countries—has succeeded 
beyond expectation. Exports have increased from about $2 billion in 1934 to 
more than $20 billion in 1957, while imports have increased from about $1%4 
billion in 1934 to almost $13 billion in 1957. 

For these reasons, the Port of New York Authority endorses a foreign-trade 
policy which encourages the freer movement of goods to and from the United 
States as best serving the economie welfare and security of the Nation. We 
sang es urge the extension of the Reciprocal Trade Agreements Act. 

Sincerely, 
Donatp V. Lowe, Chairman. 


TERRITORY OF HAWAII, 
Boarp OF HARBOR COMMISSIONERS, 
Honolulu, T. H., March 5, 1958. 
Subject: Statement on H. R. 10368 
CLERK, COMMITTEE ON WAYS AND MEANS, 
New House Office Building, Washington, D.C. 


Str: The Board of Harbor Commissioners of the Territory of Hawaii heartily 
endorses the administration’s legislative proposals for renewal of the Reciprocal 
Trade Agreements Act. We understand that renewal is for 5 years and the act 
will grant broadened Presidential authority to negotiate. 

Respectfully submitted. 

JAMES O. YaApp, 
Manager and Chief Engineer. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., March 6, 1958. 
Hon. Witzsur D. MILs, 
Chairman, Ways and Means Committee. 
New House Office Building, Washington, D. C. 

My Dear CHAIRMAN Mitts: Enclosed herewith is an original copy of the 
resolution adopted by the Propeller Club, port of Honolulu, T. H., supporting the 
renewal of the reciprocal trade agreements program. 

Hawaii, being the crossroads of the Pacific, has a great interest in the trade 
of the Pacic Ocean, as well as a good knowledge of its value and meaning. 

Warmest personal regards. May the Almighty be with you. 

Sincerely, 
JoHN A. Burns. 
RESOLUTION 


Whereas international trade through an equitable exchange of goods and 
services between the peoples of nations comprising the free world is indispensa- 
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ble to the continued advancement and prosperity of the American merchant 
marine; and 

Whereas the reciprocal trade agreements program inaugurated in 1934 has 
been eminently successful in promoting international trade throughout the 
world and has resulted in progress and prosperity for our own and all friendly 
foreign nations; and 

Whereas the total United States volume of exports and imports surpassed 
$30 billion annually in 1956 and is the keystone to our own peace and prosperity 
and the welfare of our citizens; and 

Whereas the Propeller Club of the United States Port of Honolulu, an organi- 
zation dedicated to the advancement of the American merchant marine, recog- 
nized that a continuance of the reciprocal trade agreements program is a vital 
necessity to the future existence of the American merchant marine; and 

Whereas the reciprocal trade agreements program has had the support of 
both great political parties of the United States over the last 25 years, and that 
a failure to extend this program beyond its expiration date in June 1958 would 
have disastrous results on the trade and economy of our Nation and be a 
serious detriment to the future of the American merchant marine: Now, there- 
fore, be it 

Resolved, That the Propeller Club of the United States Port of Honolulu, an 
organization of more than 250 active members interested in the future develop- 
ment of the American merchant marine and the support of worthy and eco- 
nomically justifiable river, inland waterway, and harbor improvements, hereby 
requests Congress to authorize a 10-year renewal of the reciprocal trade agree- 
ments program beyond June 30, 1958, and endorses a nationwide program to 
educate and inform the people of the United States of the urgency that this 
highly successful program be continued ; and be it further 

Resolved, That copies of this resolution be sent to Hawaii Delegate to Con- 
gress, the Honorable William F. Quinn, Governor of Hawaii, and any and all 
interested parties whomever and wherever they may be. 

GrorGE Over, Jr., 
President, Propeller Club, Port of Honolulu. 


Mr. Grecory. The next witness is Mr. Thomas H. Coulter. Will 
you identify yourself for the record ? 


STATEMENT OF THOMAS H. COULTER, CHIEF EXECUTIVE OFFICER, 
CHICAGO ASSOCIATION OF COMMERCE AND INDUSTRY 


Mr. Covuurer. My name is Thomas H. Coulter. I am chief execu- 
tive officer of the Chicago Association of Commerce and Industry. I 
appear on behalf of the association to present its views on renewal of 
the Reciprocal Trade Agreements Act. 

The Chicago Association of Commerce and Industry is a volun- 
tary organization of individuals, firms, and corporations, organized 
and existing under the laws of the State of Illinois. It has 6,111 
members. 

The total number of individuals identified with our association 
activities is more than 10,000. Through committees and a profes- 
sional staff, these individuals join together to work in improving the 
city’s commercial, industrial, and civic operations. 

Although the name of our organization is the Chicago Association 
of Commerce and Industry, it functions as the chamber of commerce 
for the Chicago metropolitan area. 

The Chicago metropolitan area has been designed as such by the 
Bureau of the Census, United States Department of Commerce, and 
comprises an area including 5 counties in Illinois and 1 county in 
Indiana. In this area is included not only the city of Chicago, but 
approximately 180 suburban or satellite communities. 
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Within this area are located 14,000 manufacturing establishments, 
where a total of 3 million people are employed. The population of 
the area is in excess of 6 million. 

This Chicago metropolitan area extends for miles around Lake 
Michigan, roughly from Gary, Ind., to Waukegan, Ill. 

Along Lake Michigan this area is solidly built up for 69 miles. 
Through the central part of the metropolitan area due west of Chi- 
cago it is built up solidly with minor exceptions, for 25 miles. 

he Chicago metropolitan area is comprised of 3,617 square miles, 
an area larger than the combined States of Delaware, Rhode Island, 
and the District of Columbia. 

The association works to promote the business of the Chica 
metropolitan area and of its members in many ways, including the 
further development of Chicago’s many advantages as a business 
location and improved legislation that forms the framework within 
which Chicago business operates. 

The association was founded in 1904. Funds to carry on its opera- 
tions come from voluntary membership dues paid by Chicago business 
firms and professional men and women. About 1,600 members serve 
on a wide variety of permanent or special committees. Each com- 
mittee is composed of people chosen for their standing in the com- 
munity and for their wide knowledge in some particular field of 
business or civic endeavor. 

As an example of this committee activity is the work of the world 
trade committee, Canadian-American trade and industry commit- 
tee, transportation committee, harbors and waterways committee, and 
aviation committee. 

As set forth in the 1957 annual report, 1958 committee directory 
submitted with my written statement, the committees, officers, and 
directors of the association represent a broad cross section of Chicago’s 
commerce, industry, and civic organizations. 

The association has supported the reciprocal trade agreements pro- 
gram since its inception, being among the first two chambers of com- 
merce in the United States to record that support. 

Upon the occasion of each renewal of the Reciprocal Trade Agree- 
ments Act, the association committee concerned, and the association’s 
board of directors, have considered the legislation proposed and have 
reaflirmed support of the program. 

Upon arriving at our decision to support the Reciprocal Trade 
Agreements Act, due consideration is given to the widely varied and 
sometimes conflicting interests of our membership. The consistency 
of the actions of our committees and boards of directors, representing 
widely divergent interests over the period of the last 25 years, demon- 
strates, I believe, that our support of this legislation is sound and 
reflects the thinking of the majority of the association’s membership. 

The most recent reaffirmation of this association’s approval of the 
reciprocal trade agreements program was by the unanimous vote of 
dur aad of directors. 


The Chicago Association of Commerce and Industry makes the 
following recommendations with respect to H. R. 10368, and compan- 
ion bills, which would extend the Reciprocal Trade Agreements Act: 

1. That the act be renewed for a long term and an odd number of 
years, so that it will not expire in an election year. 
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The period 5 years proposed in the bills before you should be a 

minimum, in view of the necessity of a consistent foreign economic 
olicy. 

. 2. That the President be granted authority to reduce tariffs on a 

gradual and selective basis, in return for concessions by other coun- 

tries. The alternate methods proposed in the bills under considera- 

tion appear sound. Subject to the peril-point procedures of the law, 

gradual and progressive reduction of barriers to trade should be made. 

Foreign trade is vitally important to the economy of Chicago area. 
Although it is not possible to determine the exact extent of the total 
exports of this area under methods used to compile foreign trade 
statistics, studies give some indication of its volume. 

According to the 1954 census of manufactures, the Chicago metro- 
politan area ranked first among metropolitan areas in the production 
of primary metals, fabricated metals, and nonelectrical machinery ; 

Second in foods, electrical machinery, chemicals, printing and sas 
lishing, furniture and fixtures, and paper. 

The Department of Commerce, conducting an exhaustive research 
into the impact of foreign trade on various geographical areas of the 
United States, reports that in Cook County, 1 of the 6 counties in 
Illinois and Indiana in the Chicago metropolitan area, about 461,000 
workers participate in the benefit of such trade. About 60 percent 
of all those employed in manufacturing in Cook County are in firms 
falling into five major manufacturing classifications: fabricated metal 
—: nonelectrical machinery, printing and publishing, food and 

indred products, and electrical machinery. 

The county’s proportionate share in United States exports of these 
5 groups amounted to over $400 million in 1956. 

Cook County establishments in these industry groups engage di- 
rectly in foreign trade, but this is only part of the picture. Many 
of the county’s products are exported as component parts. 

According to the 1954 census of manufactures, there are over 1,000 
establishments in Cook County engaged in pronmenng food and kin- 
dred products, employing about 95,000 people. 

Food and kindred products accounted for more than $1 billion worth 
of exports nationally in 1956. Cook County’s share of these exports 
is estimated at $60 million. 

Approximately 112,000 persons were employed by 581 Cook County 
firms in the production of electrical machinery at the time of the Com- 
merce Department survey. 

In 1956 total United States exports of electrical machinery ex- 
ceeded $921 million. Computed on a per-employee basis, Cook Coun- 
ty’s proportionate share of these exports Is an impressive $102.8 
million. 

The county was responsible for more than one-tenth of the exports 
of electrical machinery in 1956 on a proportionate share basis. 

The Commerce Department survey also shows that 1,571 firms in 
Cook County producing nonelectrical machinery employ a total of 
more than 106,000 persons. 

In 1956 the national total for exports of nonelectrical machinery 
was nearly $3 billion. Cook County’s share, computed on a propor- 
tionate basis, is better than $194 million. 
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In printing and publishing, better than 75,000 persons are em- 
ployed in Cook County. Nationally, the United States exports 
printed and published materials valued at close to $100 million. 

In this field the most important consideration is not export, but 
import. These industries in Cook County have a large stake in for- 
eign commerce because approximately 80 percent of the newsprint 
consumed in the United State is imported. These printing and pub- 
lishing houses are also using inks manufactured with imported dyes 
and type facings made of imported alloys. 

In fabricated metal products there were in 1956, 1,751 firms in Cook 
County employing about 83,000 persons. The national total for ex- 
ports of fabricated metal products that year was $443 million. Com- 
puted on a per-employee basis, this would give Cook County a pro- 
portionate share of exports in this classification of nearly $34 million. 

It is estimated that there are in the Chicago metropolitan area more 
than 2,000 firms engaged in exporting, including close to 200 export 
sales organizations which handle the foreign sales of manufacturers 
not having their own export divisions. 

The Middle West is the source of an estimated 40 percent or more 
of United States exports, agricultural and manufactured. In an ex- 
port survey with the association is now conducting, we have mailed 
approximately 6,000 questionnaires to firms in the States of Illinois, 
Indiana, Iowa, Missouri, Nebraska, Kansas, and parts of Minnesota, 
Wisconsin, Michigan, Kentucky, Tennessee, Arkansas, Colorado, 
South Dakota, and Wyoming, which are know to be actively engaged 
or interested in export activity. 

A copy of the questionnaire, setting forth the area, is also sub- 
mitted with my written statement. 

Up to the present time, 329 firms, approximately 5.5 percent, have 
completed and returned the questionnaire. Of these, 295 report ex- 
ports in 1956 of 1,288,473 tons, of which 525,473 tons were manufac- 
tured products and 763 tons, grains and minerals. Dollar volume was 
reported by 261 of the firms. 

he exports of these firms represented $397,485,000 of manufac- 
tured goods, and $43,350,000 of grains and minerals a total of almost 
$481 million. 

The growth of import activity in the Chicago metropolitan area 
in recent years is reflected by the increase in number of importers, 
import agents, and brokers in the area. 

The records of our World Trade Division disclose that in 1950 
there were 483 such firms and individuals; 

In 1954, 823; and currently, more than twelve hundred. 

These include manufacturers that import raw materials and com- 
ponent parts used in the fabrication of their products, wholesalers 
which distribute throughout the area, and retailers such as our major 
department stores, which sell through their outlets. 

‘orecasts by responsible governmental and private institutions as 
to the volume of waterborne commerce, foreign and domestic, ex- 
pected to move by the St. Lawrence seaway when the project and 
connecting channels are completed range from 37 to 46 million tons. 

In Metropolitan Chicago, two additional waterway projects, port 
development in the Lake Calumet area by the Chicago Regional ort 


District, and at the mouth of the Chicago River by the city, and the 
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widening of the Sag Channel connecting Lake Calumet with the Chi- 
cago Sanitary and Ship Canal and the Illinois River, are underway. 

Within 1 year after completion of the various projects, scheduled 
for 1962, it is estimated that overseas cargo of all types moving 
through the port of Chicago should increase to at least one and a half 
million tons. 

We have estimated that within 15 years after the completion of the 
3 projects mentioned, new investment in industrial plant facilities 
will reach $10 billion. 

Within this same period it is anticipated that these new industries 
will provide jobs directly and indirectly for 890,000 workers, includ- 
ing 40,000 directly connected with water transportation. The esti- 
mate, therefore, of 1.5 million tons within 5 years after the seaway 
is completed is believed to be conservative. 

Whereas the Chicago metropolitan area ships to and imports from 
all parts of the world, I want to make special mention of pur--abet 
that includes the entire United States—best customer: Canada. In 
1956 the United States sold to Canada $4.1 billion of goods, and 
bought from that country some $3 billion. 

The Chicago area exports more to that country than does any other 
in the United States and, in turn, we receive more from Canada. 
Also, more United States firms with headquarters in Chicago have 
branch plants in Canada than those of any other city in this country. 

In view of this fact, the association last year set up the Canadian- 
American Trade and Industry Committee to further trade relation- 
ships with our good neighbor to the north. 

Canada is a partner of the United States in many ways. Our de- 
fense forces are collaborating to insure the joint safety of both coun- 
tries, and the DEW and mid-Canada radar lines run across Canadian 
territory, the Pine Tree line along our common border. 

Canada has not been, of course, a recipient of any foreign aid by 
the United States, but, rather, has consistently bought more from us 
than we have of its products. 

In view of the fact that our two countries will stand or fall to- 
gether, our foreign economic policy regarding Canada should re- 
ceive special attention. Restrictions on the imports of oil and other 
basic materials from that country on the grounds of national defense 
are difficult to understand. 

All of the present facts and future projections make it clear that 
the already important international commerce of Chicago and the 
Middle West requires the continuance and extension of a foreign 
economic policy that will result in the maintenance and expansion of 
world trade. 

The United States consistently exports more than it imports. If 
we are to continue to have an export business that provides jobs for 
some 44% million United States workers, without underwriting in- 
definitely, through foreign aid, the difference between our foreign 
sales and our imports, if we want to bring back to this country in 
dollars, the earnings on investment abroad, we must make it possible 
for other nations to market in this country raw materials and finished 
products which we need and want. 

Preceding witnesses have presented in detail testimony that renewal 
of the Reciprocal Trade Agreements Act in an effective manner is 
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essential to our national economic and political interests, that the 
jobs provided by our exports, and imports of needed commodities, far 
outnumber those adversely affected by the importation of a compara- 
tively small amount of competitive foreign goods. 

The reciprocal trade agreements program is a basic cornerstone of 
our foreign economic policy. The Chicago Association of Commerce 
& Industry, therefore, strongly urges that the act be extended in an 
effective form. This, we believe, is in the best interest of not only our 
members and area, but of the entire United States. 

Mr. Grecory. Mr. Sadlak will inquire. 

Mr. Saptak. Mr. Coulter, I would like to question you on some of 
the figures you have on page 4. 

I think I can shed some light on what we have been endeavoring to 
get from the Department of Commerce. We are waiting until Mr. 
Weeks comes back in order to get the figures. 

I am wondering if you can, since you have presented the figures 
here, make some further comment, or make some explanation which 
might be helpful to us. I belive the figures that you have given here 
are part of the overall 414 million figure that has been mentioned so 
many times by witnesses before this committee. 

On page 4 you say: 

According to the 1954 Census of Manufacturers there are over 1,000 estab- 
lishments in Cook County engaged in producing food and kindred products 
employing about 95,000 people. Food and kindred products accounted for more 
than $1 billion worth of exports nationally in 1956. Cook County’s share of 
these exports is estimated at $60 million. 

Now, with 1,000 establishments engaged in food and kindred prod- 
ucts employing about 95,000 people, do you include all of those 95,000 
people as being engaged in the production of food for export? 

Mr, Couurer. No, sir; it is a proportionate figure that we have 
taken. 

As you indicated, up until this point the only way we can get any 
measurement is to take a proportionate share of our part of the in- 
dustry to the national industry to get an export figure. 

We are, however, at the present time, making a survey, we have 
sent out many thousands of questionnaires and for the first time we 
are getting documented in detail the actual export figures of com- 
panies by dollars and tonnage in the Midwest. 

If the proportiton holds that we presently indicate and we are test- 
ing our figures now on a sampling basis, 1t would indicate that. be- 
tween 40 and 50 percent of the Nation’s total exports originate in 
this area in which we are making the survey in the Midwest. 

When we have this validated it will help us to validate some of the 
projects we have made. 

Mr. Saptakx. Where we either sell or give away airplanes, whether 
it be to France or Formosa, one cannot take the entire rolls of the 
aircraft industry and say that all of those people in those plants are 
engaged in the manufacture of those few planes we give away. 

T think the 414 million figure is very high. I am looking for some 
substantiation of it. 

You have given us some figures here. You say again you are mak- 
ing a concerted effort to bring it down to specific cases so that we in 
turn can have the actual figure because I think the figures used are 414 


j 
H 











1632 RENEWAL OF TRADE AGREEMENTS ACT 


million people affected by exports and only about 200,000 or about 
120,000 by imports that are coming in. 

Mr. Coutter. Of course, there are no whole persons engaged solely 
in export of domestic production. It is sharing people on both things. 

Mr. Sapiax. I think it can be brought down a little bit more by 
means of the survey which you are making rather than the way it has 
been brought out previously. 

Mr. Couuter. Yes, sir; I think on an international basis the figures 
are Po quite valid. I think on a regional basis we have some 
work to do. 

Mr. Sapiax. After you get the compilations and tabulations what 
will you do with them ? 

Mr. Counter. We will send them down to you and the Commerce 
Department and all people who are interested in such figures. They 
will be widely published. We hope we can encourage other chambers 
of commerce in other sections of the country to do a similar thing for 
their area. 

Mr. Sapiax. On page 3, the first recommendation on the Chicago 
Association of Commerce & Industry was that— . 


the act be renewed for a long term and and an odd number of years so that it 
will not expire in an election year. 


Why do you want it to expire in a year not an election year? Are 
you afraid if it expires in 1960 it might become a national issue? 

Mr. Coutter. It might, sir; yes, sir. 

Mr. Sapiax. I will say to you in all candidness and sincerity that 
if this unemployment continues—we all hope it will be only a short 
term—if it continues, in my opinion the reciprocal trade agreements: 
and tariffs will be the No. 1 issue in the next presidential campaign. 

That is all, Mr. Chairman. 

Mr. Gregory. We thank you, Mr. Coulter, for your appearance and 
the information given the committee. 

Mr. Coutrer. Thank you, sir. 

(The following material was submitted to the committee :) 


San Francisco CHAMBER OF COMMERCE, 
San Francisco, Oalif., March 6, 1958. 
Hon. Wiieur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DeaR REPRESENTATIVE Mitts: The San Francisco Chamber of Commerce has 
supported the Reciprocal Trade Agreements Act from its inception. The cham- 
ber of commerce first enunciated its tariff policy on February 4, 1932, calling 
upon the Congress for machinery for reciprocal concessions in tariff rates in the 
interest of the revival and upbuilding of our foreign commerce. We commend 
the Congress for initiating and continuing the Trade Agreements Act, first passed 
in 1934 and renewed from time to time since the initial passage. We also sup- 
port the General Agreement on Tariffs and Trade. 

No other instrument has had a more beneficial effect in expanding trade and 
strengthening friendly relations with other countries. This has been demon- 
strated not only by the volume and value of our multibillion dollar international 
business today, but by the fact that the Congress of the United States has ex- 
tended the act from time to time since 1934 and in each instance all phases of 
the act have been carefully considered and studied by both the legislature and by 
American business. The benefits of this act have been particularly well adapted 
to those aspects of the foreign policy of the United States designed to replace 
foreign aid by foreign trade and, thereby, to strengthen both the economy of 
this Nation and the peoples of the free world. 
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Because of the proven success and benefits derived under the Reciprocal Trade 
Agreements Act, and because of its adaptability to current world conditions, we 
now urge that Congress renew the act in its present form as permanent law. 
Such action we firmly believe will add needed stability, continuity and per- 
manence to our economic policies, both at home and abroad, and will strengthen 
our international position. 

We feel that the escape-clause and the peril-point amendments to the act are 
cumbersome and further studies should be undertaken for their early revision. 

The San Francisco Chamber of Commerce reaffirms the policy first enunciated 
in 19382 and recommends renewal of the Trade Agreements Act in its present 


_ form for not less than 5 years and, preferably, without an expiration date. 


Sincerely, 
ALAN K. Brownz, President. 





STATEMENT oF IrA D. Kaye, Past PRESIDENT, JUNIOR CHAMBER INTERNATIONAL 


Mr. Chairman, members of the committee, gentlemen, I’m happy to have the 
privilege of appearing before the committee on this very important Reciprocal 
Trade Act. I have no special interest nor am I here representing an organiza- 
tion or business, rather I am here as a citizen of the United States interested 
in my country’s welfare at home and abroad. 

It has been my good fortune this past year (1957) to serve a 1-year term as 
world president of the Junior Chamber International. JCI is the internationl 
association of junior chambers of commerce, presently organized in 89 countries 
of the world. 

In my capacity as world president I visited 65 countries, met with industrialist, 
businessmen, civic leaders, heads of State and in the main, young men in business 
or serving in executive capacities. I might point out at this point that Junior 
Chamber International is an organization that believes “economic justice can 
best be won by free men through free enterprise.” 

After completing over 200,000 miles of travel I am convinced that the day of 
protection from the great wall is gone. And at the same time I am just as con- 
fident that neither my country nor any country can close their borders to the 
exchange of goods and services and still survive. Our missions to the countries 
in Asia and the Far East have been very convincing in their arguments for 
the free enterprise system and invariably they have stated that trade is a two- 
way street, we need their products and they need ours. The missions have told 
our friends of the market that awaits the industrialist who is willing to pro- 
duce for export the quality goods that is demanded in the United States. 

If we were to drop reciprocal trade, the propaganda value of this action to the 
countries involved, who are not friendly to the United States will be very great. 

The Communist and Communist-influenced countries will most certainly point 
out that the United States really does not want to make the countries of Asia, 
Africa, and Europe self-sufficient if this means that these countries will compete 
economically with American products. 

Throughout the world where the United States (both Government and private 
eapital) is exerting its influence to assist nations, we are encouraging the 
establishment of industries to produce goods for the world market (which in- 
eludes the United States). These industrialists and businessmen look to the 
oe States market to build the dollar reserves they need in the conduct of their 

usiness. 

A friend of mine in Casablanca, Morocco, took me through his plant and 
continually asked me if the items he was producing could be marketed in the 
United States. A friend in Japan produces soap. He imports all his tallow 
from the United States. These same situations existed in almost every country 
I traveled through. 

It may be somewhat strange to my many friends at home in San Pedro, Calif., 
to learn that I have appeared before this committee in favor of extension of 
the Reciprocal Trade Act. Especially so when my own business has been hurt 
by the import of tunafish. When my many friends, the fishing-boat owners with 
investments of several millions of dollars are bordering on bankruptcy, but 
this is the dilemma that confronts us today. The responsibility rests with us 
to find a way that we can make trade freer and thus stimulate both imports 
and exports, and at the same time give the stability to American industry, fish- 
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eries, and agriculture that is demanded. I have sufficient faith in the leadership 
of the Congress of the United States that a solution to this dilemma will be 
found. While I am supporting a freer trade policy I feel it is the responsibility 
of government to give practical assistance to communities and enterprises found 
eligible for this type of adjustment. 

Yes, gentlemen, I feel it extremely important that we continue the exchange 
of goods and services with our friends. If not, I am certain that they will seek 
other markets for survival. 

It was brought to my attention several times during my travels a statement 
that has been credited to Stalin. In 1952 Stalin made the point that, “It fol- 
lows from this that the sphere of exploitation of the world’s resources by the 
major capitalist countries (United States, Britain, France) will not expand, but 
contract; that their opportunities for sales in the world will deteriorate, and 
that their industries will be operating more and more below capacity.” The 
gains in the economic struggle made by the Communists are very evident in that 
their trade missions and exhibitions of machinery are always in the field, always 
working. They don’t miss a bet to exploit our shortcomings. They even offer to 
buy those products excluded from our trade agreements. 

It is essential that we extend the free enterprise theory to include freedom 
for our friends to compete in the world market. This will have a greater psycho- 
logical effect than any cold-war propaganda. 

As an individual citizen I can only urge Congress to extend the Reciprocal 
Trade Act * * * and then turn to our industrialists and manufacturers and 
urge them to get their men into the field drumming up trade for the American 
producers. Let’s get out and beat the bushes like our competitors do. I feel 
certain that we can do a far better job of it because our goods, as a rule, are 
superior to theirs. 

Gentlemen, thank you again for the opportunity to appear before this com- 
mittee. The future of my contemporaries in the United States and around the 
world rests with you. I trust you will give us the chance to compete. 





MILWAUKEE ASSOCIATION OF COMMERCE, 
Milwaukee, Wis., March 19, 1958. 
Hon. WiLzEuRr D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear CONGRESSMAN MiLLs: The Milwaukee Association of Commerce respect- 
fully requests permission to present this statement in support of the Reciprocal 
Trade Agreements Act. 

On March 6 the board of directors of this organization voted that strong 
representations be made to your committee favoring H. R. 10368 known as the 
Trade Agreements Extension Act of 1958. This action by our board of directors 
resulted from a recommendation of our international trade committee, composed 
of specialists in all phases of overseas commerce. 

Notwithstanding a few isolated cases of hardship, we feel that on the whole, 
Milwaukee and Wisconsin commerce, industry, and agriculture have materially 
benefited over the past 24 years under this act. We also feel that extension of 
the proposed act for 5 years to June 30, 1963, is essential and vital to the estab- 
lishment of a strong negotiating position with the 6 countries that formed the 
European Economic Committee (EEC) on January 1 of this year to develop a 
common market (CM) in 3 stages of about 4 years each. 

We are of the opinion that it is necessary for the United States to negotiate 
with substantial strength during the coming 4 years. A 5-year extension of the 
proposed act will materially contribute to this. 

It is for the reasons listed above that the board of directors of this association 
wholeheartedly supports H. R. 10368 as introduced, and urge that your. com- 
mittee take positive action favoring this bill. 

Sincerely, 
Davin F. Howe, 
Manager, International T'rade Division. 
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New YorK CHAMBER OF COMMERCE, 
New York, N. Y. 


EXTENDING THE TRADE AGREEMENTS ACT 


The committee on foreign commerce and affairs offers the following: 

In his state of the Union message, the President called for a 5-year extension 
of the trade agreements program, with broadened authority to negotiate agree- 
ments with other nations. The current Trade Agreements Extension Act is 
scheduled to expire on June 30, 1958. 


THE ADMINISTRATION PROGRAM 


The details of the President’s program were announced jointly by the Depart- 
ments of Commerce and State. It includes: 

1. Extension for 5 years of Presidential authority to enter into trade 
agreements. 

2. Broadened Presidential authority to reduce any rate of duty existing on 
July 1, 1958— 

(a) By 5 percent of the duty annually for 5 successive years; or, as an alter- 
native, to reduce a duty by this same total amount over a 3-year period if no 
yearly reductions exceeds 10 percent of the duty. 

(b) By 3 percentage points ad valorem, without any yearly reduction exceed- 
ing 1 percentage point. 

(c) To 50 percent ad valorem if any existing duty is in excess of that amount. 
In such cases not more than one-third of the total reduction would be made in 
any one year. 

3. Retention of all safeguards in the present act (peril point, escape clause 
and national security provisions); and, further, increased authority to the 
President to raise duties to remedy threatened or actual serious injury to do- 
mestic industries when found necessary after escape clause investigations, to a 
level 50 percent above the rate of duty in effect on July 1, 1934 (instead of 50 
percent above the lower duties of January 1, 1945, as in the present act.) 

4. Provision for immediate institution of escape clause proceedings, after 
peril-point investigations disclose that existing rates of duty threaten or cause 
serious injury. 

+ + * * + * 7 


In advancing the program, the President stated in his state of the Union 
message : 

“Both in our national interest, and in the interest of world peace, we must 
have a 5-year extension of the trade agreements act—with broadened authority 
to negotiate. 

“World trade supports a significant segment of American industry and agri- 
culture. It provides employment for 4% million American workers. It helps 
supply our ever-increasing demand for raw materials. It provides the oppor- 
tunity for American free enterprise to develop on a worldwide scale. It 
strengthens our friends and increases their desire to be friends. World trade 
helps to lay the groundwork for peace by making all free nations of the world 
stronger and more self-reliant. 

“America is today the world’s greatest trading nation. If we use this great 
asset wisely to meet the expanding demands of the world, we shall not only 
provide future opportunities for our own business, agriculture and labor, but 
in the process strengthen our security posture and other prospects for a pros- 
perous, harmonious world.” 


THE NEW YORK CHAMBER OF COMMERCE POLICY ON THE TRADE AGREEMENTS PROGRAM 


The New York Chamber of Commerce has consistently supported the trade 
agreements program which is based on the principle of delegation of authority 
to the President to enter into trade agreements with other countries, within 
the limits prescribed by Congress. 

The program was first adopted by the Congress, in 1934. Since then, it has 
been periodically renewed for limited periods. Over the years, various amend- 
ments have been made to the original act. Many of these amendments have been 
in the nature of broadened Presidential authority, particularly with respect to 
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reductions in duties. Other amendments, in more recent years, have sought 
to provide some larger safeguards to domestic industries which may suffer 
threatened or actual serious injury from duty reductions. 

The most recent extension of the trade agreements program was in 1955, when 
the act was extended for 3 years, with liberalizing amendments. The New York 
Chamber of Commerce gave vigorous support to the 1955 extension measure. The 
committee report had this to say, at that time: 

“In the opinion of the committee on foreign commerce, the chamber should 
urge favorable congressional action on H. R. 1. The committee believes that the 
best interests of the Nation—domestic as well as international—would be served 
by adoption of the President’s program. Three principal considerations lead 
to this conclusion. 

“First, it is our view that it is essential to the proper conduct of our foreign 
economic relationships that the President continue to exercise the authority to 
enter into trade agreements, as expressed in the reciprocal trade agreements con- 
cept. Failure of Congress * * * to extend the Presidential authority in this field 
would seriously impede our Nation’s ability successfully to engage in trade 
negotiations with other countries. This could have profoundly damaging con- 
sequences, not only for the United States, but for the other nations of the free 
world. 

“Second, the committee believes that the international position of the United 
States in the free world, and, indeed, the Nation’s eventual security, requires the 
development of a long-range, stable, foreign trade policy which will encourage 
an expanded flow of goods between nations. This can be accomplished in large 
part through the President’s program * * * which provides for a modest, gradual 
reduction in our trade barriers, consistent with the needs of our own national 
security and domestic economy. 

“In the third place, in the committee’s opinion, the gradual reduction in our 
own trade barriers * * * is also in the best interests of our own domestic 
economy. Our exports * * * are important to the success of our own industry 
and agriculture. For many products, the maintenance of our export markets is 
essential. Of equal importance is the fact that some 414 million jobs * * * are 
attributable to United States foreign trade. We conclude that it is vital to the 
success of our own domestic economy that a high level of foreign trade be 
encouraged. We believe that this can best be accomplished through the adoption 
of the President’s trade proposals * * *,” 


THE PRESENT VIEWS OF THE COMMITTEE ON FOREIGN COMMERCE AND AFFAIRS 


The committee has given careful consideration to the administration’s pro- 
posals for extending the trade agreements program. 

In the opinion of the committee, it is vital that the trade agreements program 
be continued. The committee believes that the reasons set out in the chamber’s 
1955 report, previously quoted herein, are more than ever compelling, and clearly 
indicate the importance of the trade agreements program to the Nation, and to 
the free world. 

Moreover, since 1955 there have been other developments that emphasize the 
critical importance of the trade agreements program as part of our Nation’s 
foreign policy. 

The first is the intensification, by the Soviet Union, of its trade program, and 
program of economic assistance, aimed primarily at the more underdeveloped 
countries of the world. The aim of the Soviet Union is clear. It is to develop 
close economic ties with these countries to the end that they will become wholly 
dependent upon the Communists. The United States, and the free world as a 
whole, must counter this program of economic penetration. The President pro- 
poses a twofold program to meet this Communist threat: economic and technical 
assistance; and expanded trade between our Nation and these still uncommitted 
areas. Presidential authority to develop such trading relationships, through 
the trade agreements program, is essential to the achievement of the goal. 

The second development of major importance is the establishment by six gov- 
ernments of Western Europe of the European Economic Community, which came 
into being on January 1, 1958. The aim of this community is progressively 
freer trade between these countries, and the establishment of a single, common 
‘tariff. The common market countries have committed themselves to a 5-year 
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program ultimately leading to the elimination of trade barriers between them- 
selves; and, thereafter, they will be bound by a common tariff in their trade 
relationships with other nations of the world. The common market countries 
are important consumers of United States exports. Collectively, they represent 
our largest single market. In order to protect our own trade interests, it is 
imperative that the President retain the authority to negotiate mutually bene- 
ficial trade agreements with these countries, and with the Buropean Hconomie 
Community ; and in order to achieve this goal successfully, it is essential that the 
trade agreements program and approach be continued. 


RECOMMENDATIONS OF THE COMMITTEE 


The committee on foreign commerce and affairs recommends that the New 
York Chamber of Commerce strongly urge the Congress to extend the trade 
agreements program for a 5-year period from June 30, 1958. 

The committee further recommends that the chamber endorse the administra- 
tion recommendations, generally and in principle, for broadened authority, and 
other changes, in the trade agreements program, as outlined in the statement 
jointly issued by the Departments of Commerce and State. 

Now, therefore, be it 

Resolved, That the New York Chamber of Commerce urges the Congress to 
extend the trade agreements program for a 5-year period from the expiration of 
the present act, June 30, 1958 ; and, be it 

Resolved, That the New York Chamber of Commerce endorses the administra- 
tion recommendations, generally and in principle, for broadened authority, and 
other changes in the trade agreements program ; and, be it further 

Resolved, That copies of this report and resolutions be sent to the President, 
to the Secretaries of the Departments of Commerce and State, and to all Mem- 
bers of Congress. 

Respectfully submitted. 

Ratpeu I. Straus, Chairman, 

Jack ARON, 

H. W. BALGOOYEN, 

DovuGLas BRADLEY, 

LEon ISRAEL, Jr., 

Davin A. PATERSON, 
Committee on Foreign Commerce and Affairs. 

Attest: 

JoHN T. GwyNNkE, Secretary. 

Perry M. SHOEMAKER, President. 

New York, N. Y., January 16, 1958. 


The above report and resolution was adopted by the chamber at its monthly 
meeting on February 6, 1958. 


THE SwepIsH CHAMBER OF COMMERCE, 
OF THE UNITED STATES OF AMERICA, 
New York, March 10, 1958. 
Hon. Wiizvur D. MILLs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. Mitts: On behalf of the board of directors of the Swedish Chamber 
of Commerce of the United States of America, we wish to go on record as favor- 
ing the extension of the Reciprocal Trade Agreements Act for a period of at 
least 5 years, as recommended by the administration. 

We believe that this is essential for consistent adherence to a policy of ex- 
panding world trade so important to peace and prosperity. 

We would also like to emphasize the importance of the Trade Act being 
extended without the crippling amendments which have been proposed by the 
protectionistic interests, and which are now under consideration, and we 
strongly urge that the act be renewed in a form to assure the effective achieve- 
ment of its objectives. 

Very sincerely yours, 


N. A. Sterner, President. 
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Lonpon, February 27, 1958. 
Hon. WiLeur D. MIs, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 


American businessmen in Great Britain who manage the nearly $2 billion 
direct investment of United States private capital in United Kingdom industry 
and commerce are unanimous in the conviction that a 5-year extension of the 
Reciprocal Trade Agreements Act is fundamental to the maintenance and con- 
tinued development of United States business in foreign markets. Sceps the 
countries of Europe are taking currently to integrate their economies on a mutual 
and sectional and increasingly independent basis during the next two decades 
will demand that United States international business be given every encourage- 
ment to successfully compete and profitably increase our commercial relations 
with nations of the common market and the incipient European free trade area. 
On the basis of economic self-interest extension of the Trade Agreements Act 
now is vital to the future prosperity of every American. 


AMERICAN CHAMBER OF COMMERCE, LONDON. 


STATEMENT IN SUPPORT OF THE RENEWAL OF THE RECIPROCAL TRADE AGREEMENTS 


Act SUBMITTED BY THE AMERICAN CHAMBER OF COMMERCE FOR TRADE WITH 
ITaLy, INc, 


This chamber, an American organization incorporated under the laws of the 
State of New York, comprises most leading importers of commodities from Italy, 
together with many firms engaged in exports to that and other foreign countries, 
It also includes numerous concerns interested in foreign trade, such as banks 
and insurance companies, air and shipping lines, international freight forward- 
ers, etc. Because of the varied interests thus represented, our association’s 
stand on all matters discussed herewith constitutes the viewpoint of a representa- 
tive cross section of American enterprises deriving their livelihood from activ- 
ities related not only to trade with Italy, but in a broader sense to worldwide 
exchanges in general. On the other hand, as Americans, we are of course above 
all concerned about the national interest, the welfare of the largest possible 
number of people, and the rights of every American consumer, who as such is 
vitally affected by the issues under consideration. 

Because these issues have been considered on many prior occasions by your 
and other congressional committees and on the floor of both Houses, our chamber 
will attempt to avoid the repetition of facts and arguments reechoed innumerable 
times, strictly limiting itself to stating the following recommendations as briefly 
as possible: 

1. We favor an extension of the Reciprocal Trade Agreements Act for no less 
than 5 years, and preferably for at least 10 years, because— 

(a) Stability in our foreign trade policies is an essential element in forg- 
ing the national and international prosperity through which we believe 
peace can be achieved and maintained ; 

(b) Basic changes in the international economic outlook do not occur 
with the frequency and suddenness that might warrant such short-term 
congressional reappraisals of the act, as in the past 24 years have led to 
several long-drawn and repetitious debates conducted at 3-, 2-, or even 1-year 
intervals, often under practically unchanged conditions. 

2. We favor retention of the Preesident’s authority to reciprocally reduce 
tariffs, including a specific authorization to lower present tariffs by 25 percent 
over the next 5 years, because— 

(a) Without this authority our Government would have no leeway in 
obtaining concessions advantageous to American industries relying on ex- 
ports as a partial outlet for their goods ; 

(b) Without this defensive weapon the United States would be badly 
handicapped in its efforts to counteract communism’s bold economic offen- 

Sive in many lands. 

3. We favor amendments to the peril-point and escape-clause provisions, for 
the purpose of restricting and better defining the conditions and procedures 
under which they may be invoked and applied, because— 

(a) The danger should be eliminated of allowing inefficiently managed 
marginal industries to invoke protection which may result in hardships tu 
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the American consumer far in excess of the damage possibly suffered by said 
industries ; 

(b) The numerous and often petty applications for relief being filed 
under the present setup, investigation of which involves a waste of time 
and effort on the part of the Tariff Commission’s staff, should be discour- 
aged. In this connection it is important that a definition of the concept of 
“serious injury” based on strict economic criteria be sought and applied con- 
sistently in the future. 

4. We favor the adoption of legislation to assist sound and well-managed 
industries which can prove actual damage from competitive imports. Such 
assistance should include all possible forms of technical and fiscal aid—short of 
direct Federal subsidy—-whenever alternate production cannot be initiated 
profitably, and only until necessary to avoid injury and hardships thus caused 
to American employers and workers. 

5. We oppose granting to the President the authority to raise tariffs as much 
as 50 percent above the rates in effect in 1934, because— 

(a) Such authority would add another cause of grave uncertainty to any 
attempt to reach and maintain the stability of our economic pelicies which 
to us, as already stated, appears essential ; 

(b) Present legislation, which allows an increase in duties of as much 
as 50 percent above the rates in effect on January 1, 1945, offers ample pro- 
tection in bona fide cases of injury, without authorizing prohibitive increases 
of several hundred percent above present duties. 

6. We oppose amendments to H. R. 10368 that would transfer to the Tariff 
Commission the final responsibility in escape-clause cases, now vested in the 
President, because— 

(a) The transfer of this authority, even if subject to subsequent reversal 
on the part of Congress, would constitute a flagrant violation of the laws 
of statesmanship and commonsense. 

(b) As the members of the Commission themselves have unanimously 
pointed out, this worthy body, highly competent in its own specialized field, 
would be called upon to rule on additional matters involving issues to which 
it is totally extraneous. 

Our chamber extends very sincere thanks for having been offered this oppor- 
tunity to express its viewpoint on subjects that rate a very high priority on the 
agenda of the 2d session of the 85th Congress. 


STATEMENT AND RESOLUTION OF THE CHICAGO JUNIOR ASSOCIATION OF COMMERCE 
AND INDUSTRY, FEBRUARY 17, 1958 


THE UNITED STATES TARIFF PROBLEM 
I. THE PROBLEM 


The question of United States tariff policy affects at least two separate areas. 
These areas are first, United States foreign policy, and second, domestic prob- 
lems within the United States. In analyzing the impact of the tariff upon the 
United States domestic economy, several aspects of the problem warrant con- 
sideration: 

(a) Effect on the consumer and the general economic well-being in the 
United States; 

(>) Effect on tariff-protected industries ; 

(c) Effect on exporting industries. 

The approach of this study is to weigh the considerations of the opposing 
groups, to attempt to separate fact from fiction, and reach conclusions that will 
be in the long run best interests of the United States as a whole. 


II, FOREIGN POLICY 


It is only recently that the United States has assumed world leadership in 
economic and political affairs. This fact is significant because problems of 
foreign policy earlier in our history were not as important as they are now. 
The security of the United States in the past lay primarily in its relatively 
isolated geographic position. However, the situation is different today because 
of the worldwide nature of the Communist menace. Thus, the United States 
is dependent upon and has chosen to base its security in a large measure upon 
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that of our allies. Therefore, relations with our allies and other nations in the 
world become of primary importance to our national security and questions of 
foreign policy assume an immediacy unknown in the past. 

Since most United States tariffs affect manufactured items as distinguished 
from raw materials and crude foodstuffs, it is generally true that imports from 
underdeveloped countries are not unduly restricted by tariffs. Therefore, in 
meeting Russia’s offensive directed to underdeveloped countries, in general, it 
is clear that changes in our tariff downward probably are not important today, 
but United States tariffs certainly will not encourage them to seek to export 
to the United States dutiable items when and if they are able to manufacture 
them. 

However, today tariffs clearly affect trade between the United States and in- 
dustrialized nations. It is vital that we combat the U. S. S. R. by helping to 
keep Japan and our European allies economically strong and healthy. We can 
do this by permitting them greater access to the American consumer market. 
It should be remembered that many foreign countries have many industries 
that are dependent upon export markets. By allowing access to the United 
States market, the economic strength of these countries is increased. Psycho- 
logically speaking, our allies would rather maintain their self-respect by being 
equal partners in trade rather than passive recipients of handouts from Uncle 
Sam. 

Trading nations tend to become interdependent upon one another. Since the 
United States is so powerful economically, it will have a strong influence on its 
trading partners. This fact will serve as a lever to assure that the foreign 
policy objectives of the United States are served as much as is consistent with 
our policies of maintaining independent and strong allies. For example, a coun- 
try which has a significant market in the United States will be more likely to 
consider seriously its own foreign policy vis-a-vis its effects upon relations with 
the United States. It is in its own economic and political self-interest to do so. 

It is clear that a return to high tariffs will alienate our allies and would re- 
sult in immediate reciprocal raising of tariffs to exclude United States exports 
from markets in foreign countries. This occurred when the Smoot-Hawley 
tariff raised the rates to unprecedented heights in 1930. 

With the advent of the European Common Market, it is imperative that the 
United States leads the way toward liberalizing trade, otherwise the European 
Common Market is likely to take steps to exclude United States exports from 
this area and thereby decrease our influence and lead to less friendly relations 
with our allies in this region. 

Another aspect that must be considered is the propaganda value which will 
accrue to Russia if the United States moves toward a protectionist policy. The 
Russians then could argue that the United States is a commercial enemy of 
foreign countries and does not desire to engage in friendly international trade. 
If this occurred, foreign countries would seek new trading partners, and these 
partners might be Russia and/or its satellites. If nations whom we count as 
our allies began to trade on a larger scale with the Iron Curtain bloc it is clear 
that the Communists would use this economic cooperation as a weapon to at- 
tempt to neutralize our allies or to move them and the neutral nations into the 
Communist political orbit. This would be detrimental to our national security. 

The best policy to follow on tariff matters with regard to our foreign rela- 
tions with other nations is to lower our tariffs and to remove all import re- 
strictions as quickly as possible. 


III. DOMESTIC ASPECTS 


A. Effect on United States consumers and the general economic well-being m 
the United States 


An increase in imports would be of benefit to the United States consumerso 
long as such increase did not lower the purchasing power of the consumers in 
the United States. An increase in imports would yield the following benefits: 

(a) Higher standard of living because of specialization. 

(b) Better values through lower prices. 

(c) Greater variety. 

(d) Reduced taxes presently required for foreign aid. 

The basic economic reason for seeking and encouraging foreign trade is tw 
raise the standard of living in the United States. This increase will oecur be- 
cause of the principle of specialization or comparative advantage. 
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One of the reasons why the United States enjoys prosperity unequaled in 
other parts of the world is because we are dependent upon many specialists who 


are efficient in producing one type of product. This specialization and efficiency 


leads to lower costs. Such a degree of specialization is only possible in a mass 
market. It is clear that if each individual had to take the time to manufacture 
each item he used there would be available only the most basic necessities. An 
extremely low standard of living would result which would be comparable with 
life in the pioneer days in the United States. 

The principle of specialization which has functioned within the United States 
also functions in international trade. We import products not available here 
or produced cheaper or more efficiently abroad, and thereby raise our standard 
of living. However, tariff and other barriers interfere with this trade and 
allow less efficient and/or higher cost producers in this country to sell goods 
at higher prices and sometimes lower quality to United States consumers. The 
United States consumer and the foreign producer subsidize the tariff-protected 
United States producers. The consumer pays the higher price for the imported 
product and the foreign producers either are excluded or absorb part of the 
cost of the tariff. 

Although the tariff-protected industries and their workers benefit from the 
tariff, the resources applied to these industries could be more efficiently utilized 
in more dynamic industries that can better compete in international trade 
without penalizing the United States consumer and the low-cost and/or more 
efficient foreign producer. 

It is argued that an increase in imports will cause unemployment, especially 
in import-vulnerable industries; therefore, the consumers (at least those who 
work in these industries) will have less money to buy the cheaper foreign 
imports. However, if tariff reduction is gradual, the vulnerable industries will 
have time to increase efficiency, find new products, and retrain workers. Alter- 
natively, the workers may move to other industries better able to compete in 
the world markets. Except for a few industries, such as the chemical industry, 
those industries that fear import competition are often those that are marginal 
producers using large amounts of labor and outdated manufacturing techniques. 
The lowering of tariffs may stimulate the marginal producers to innovate and 
develop new products and manufacturing processes. 

It must be remembered that revenue was the basic purpose of the first United 
States tariff act. Later, protection of infant industries became a factor. Tariff 
revenue is comparatively insignificant today and the industrial prowess of the 
United States is unquestioned. Therefore, the only current justification of tar- 
iffs is the protection of particular industries which fear import competition. No 
longer is there a valid basic policy reason based on national interest as a whole 
for protection of United States industry by tariffs. 

The complaint of tariff-protected industries usually centers on the unfair 
competition of foreign industries due to very low wage rates. It is often argued 
by these industries that they are willing to compete if the foreign countries 
would raise wages to humanitarian and fair levels and tariffs merely compen- 
sate for low foreign wages. However, lowering tariffs would spur foreign pro- 
duction which would in turn tend to force foreign wages up. High tariffs help 
keep foreign wages low. 

Even without tariffs, United States industry could remain competitive with 
foreign industries utilizing cheap labor by relying upon technical ability, mass 
production techniques, proximity to the largest mass market (the United 
States), ability to innovate, ability to adapt to changes, and the dynamic char- 
acter of the United States economy to stimulate it to greater productivity. 

Even if one accepts the argument of high-tariff advocates—that foreigners 
ultimately could produce all products as cheaply and as efficiently as they are 
now produced in the United States—it does not follow that United States in- 
dustry would be destroyed if all import restrictions were removed. Foreign 
countries export to the United States only because these or other countries 
desire products produced here. That is, the dollar reflects value in terms of 
United States products desired abroad. In the absence of gifts or loans from 
the selling country, it is an obvious economic law that a country cannot sell 
to another when the purchasing produces nothing which the exporting country 
or other countries want. A corollary to this law is that an importing country 
cannot pay for foreign products unless it also sells abroad. 

Another argument of tariff-protected industries is that the defense of the 
United States is imperiled when we lower tariffs and rely upon imports for cer- 
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tain strategic items, and special products necessary in wartime. It is also 
argued that skilled persons utilized in import-vulnerable industries will be 
indispensable in wartime and therefore these industries should be protected. 
The validity of this argument depends upon the product concerned, but, more 
importantly, upon the type of war to be fought. If the next war is to consist 
of nuclear blasts occurring within a few hours after the initiation of hostilities, 
then most arguments for tariff protection for defense purposes are not convine- 
ing. Adequate defense will be secured before hostilities break out and availability 
or lack of availability of strategic materials afterwards would be immaterial. 
On the other hand, if the next war is to be similar to the last one, then availability 
of strategic materials and special products will be important. In any case, 
stockpiling and direct subsidies (e. g., defense contracts and other payments) 
should be the means to maintain the strategic materials, technicians, and products 
required for defense. The tariff was not designed to do this job and is ill fitted 
for it. 

It should be noted that all United States taxpayers would benefit from lower 
tariffs to the extent that foreign aid can be replaced by trade. To what extent 
trade can replace aid depends upon many factors, but it is probable that if for- 
eign countries earned more dollars from increased exports to the United States 
they would tend to need less foreign aid. 


B. Effect on Tariff-Protected Industries 


Industries that would suffer from lowered tariffs on products which they 
manufacture are cotton textiles, light manufacturing industry of a specialty 
nature, such as embroidered articles, fur-felt hats, leather handbags, and gloves, 
arthenware, chinaware, hand-blown glass, musical instruments, bicycles, cut- 
lery, watches, and optical instruments, and some agricultural products such 
as raw wool, oats, and barley. In other sections of the economy, import competi- 
tion would primarily hit the marginal producers who have a high ratio of labor 
cost to total manufactured cost. Injury to these industries can be minimized by 
making tariff reductions gradual so that they can adopt more efficient manufac- 
turing methods or convert their industrial plants to other products less subject 
to competition from imports. It is clear that such readjustments can more 
readily be made in good times when there are more opportunities for new 
products and more jobs available in other industries. If the United States tariff 
policy is to be one of lowering tariffs, United States Government assistance 
should be given to aid industries that are forced out of business due to import 
competition in order to help them readjust and produce products not subject to 
import competition. Industries vulnerable to increased imports which are neces- 
sary for national security should be subsidized rather than given tariff pro- 
tection. 

Undoubtedly certain industries would suffer seriously from free foreign com- 
petition. But within our own economy not a year passes without many business 
failures caused by competition from fellow American producers. Likewise, en- 
tire industries continually are being forced to adjust, adapt, and occasionally 
abandon their activities because of technological progress and other competitive 
factors. The movement of the textile industry to the South is an example of 
such a readjustment. A gradual, planned lowering of tariffs would be far less 
damaging than many of the risks the American businessman has been accus- 
tomed to facing within his own country. 

At present, the trend for lower tariffs is barely perceptible, if not completely 
halted due to the various amendments in the Reciprocal Trade Act. The basic 
fact is that no tariff, or very few tariffs, have ever been lowered that destroyed 
local industry. At the time of the passage of the act, it was clearly stated that 
no injury to local industry was to occur due to tariff reductions. On the whole, 
it has been administered on this principle. It must be remembered that the 
present Reciprocal Trade Act is a compromise between advocates of free trade 
and those who desire tariff protection. 

It is clear that lowering tariffs probably is not in the best interest of the im- 
port-vulnerable industries because it will destroy some of them if they do not 
move into other types of products or become more efficient. However, under the 
present Reciprocal Trade Act, as amended, the escape clause and the peril-point 
amendments allow lowering tariffs only if no domestic industry is adversely 
affected. 
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C. Exports 


A cursory examination of the figures of United States imports and exports to 
various countries reveals that exports to a particular country usually vary in 
proportion to (1) the amount we import from that country; (2) the amount of 
aid received by that country; and (3) the availability of dollars in that coun- 
try from other sources. If the balance of payments is against a foreign coun- 
try, it has no dollar resources to spend for our products. Imports by the United 
States therefore are obviously the best way to give foreign countries the means 
to pay for United States exports. 

If tariffs were lowered and imports increased, this would mean increased 
dollars abroad which would be used to purchase United States exports directly or 
indirectly. Dollars in foreign countries, although used to purchase goods from 
third countries, must ultimately be returned to the United States in one form or 
another. They return usualiy to purchase United States products. 

It is difficult to predict future developments, but it appears likely that regional 
arrangements similar to the European Common Market will be formed in other 
areas of the world. The purpose of these regional arrangements is to create a 
mass market for the industries within the region concerned. The larger the 
area, wealth and population within the region, the stronger and more efficient the 
industry is likely to become. Given this trend, it is clearly in the best interests 
of the United States to secure access to markets outside of the continental 
United States. Otherwise, large export markets will be denied to us. 

The lowering of tariff barriers will encourage the most dynamic industries 


in the United States to expand their foreign trade and will leave a larger 


portion of the United States market to foreign producers who produce certain 
products better and/or more efficiently. 


Iv. CONCLUSION 


In order to reach an objective conclusion on what the United States tariff 
policy should be, we have considered the impact of the tariff on United States 
foreign policy and on the domestic economy, including the United States con- 
sumer, United States tariff-protected manufacturers and United States export- 
ers. The interests of each of these areas and groups must be carefully weighed 
and balanced. From the research done by this committee, it appears that the 
long-range interests of the United States as a whole are best served by a tariff 
policy which seeks the gradual lowering of tariffs. The best interests of the 
United States in foreign policy and the best interests of the consumer and the 
exporting industries outweigh the interests of the tariff-protected industries 
which will need to readjust. 

Resolved, That the Chicago Junior Association of Commerce and Industry 
recommend the extension of the Reciprocal Trade Act for a period of 5 years, in 
accordance with the President’s proposal, except that no authority should be 
granted to raise tariffs above the 1934 level, and no other amendments should be 
made that render the act less effective in the gradual lowering of United States 
tariffs. 

Such extension will— 

(1) Benefit the United States consumer—he may buy more for less. 

(2) Benefit United States industry as a whole by stimulating foreign imports 
and thereby increasing the capacity of foreign countries to absorb United States 
exports by making more dollars available. 

(3) Benefit the United States taxpayer by substituting trade for grants and 
aid as a method of supporting our allies and thereby lowering the onerous taxes 
made necessary to support expensive aid programs. 

Furthermore, such extension is essential if the United States is to lead the free 
world in the war of peaceful trade against Russia rather than forfeiting its 
leadership and falling into a position of economic and political isolation. It is 
imperative that the United States be armed and ready to meet the coming trade 
offensive of the U.S. S. R. 


APPENDIX A 


HISTORY OF THE TARIFF 


The problem of tariffs began for the United States during the period of the 
Articles of Confederation. At that time, local interests in each State put duties 
on goods coming from other States. For example, New York taxed firewood 
from Connecticut and vegetables from New Jersey. In 1789, Madison introduced 
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the first moderate tariff as a revenue measure and some Members of Congress 
saw in it a means to protect home manufacturers. Rates were raised in 1816 to 
prevent the British from dumping woolen goods. Manufacturers demanded in- 
creases that culminated in the “Tariff of Abominations” in 1828. Farmers, espe- 
cially in the predominantly agricultural South, objected violently because it 
increased the cost of the imported manufactured goods they needed without 
affecting the prices of the products they produced. Some shipping and commer- 
cial districts in the East also fought the rise in tariffs. This opposition forced 
gradual lowering after 1833, but only after South Carolina threatened to ignore 
the tariff measure and forced the Union to prepare to mobilize necessary mili- 
tary forces to coerce compliance. During the Civil War, duties were raised 
again and generally increased by the McKinley Tariff (Dingley Act) of 1890, 
were reduced slightly by Wilson (Underwood Tariff), then nearly doubled in 
1922, and increased still more by the Hawley-Smoot Act in 1930 to an average 
of 53 percent of dutiable items. This caused the erection of trade barriers by 
foreign countries against American exports. The great depression caused a 
reappraisal of the importance of American exports and the Reciprocal Trade Act 
was passed for the purpose of increasing exports of surplus products and to 
reduce unemployment in industry; it was primarily an emergency measure. 
This measure has been reenacted on repeated occasions, and the last extension 
will expire in June of 1958. A basic principle of this act was that the President 
received authority to negotiate tariff reductions, but only so long as they would 
not “cause or threaten serious injury to domestic producers.” This policy was 
formally declared by Executive Order No. 9832, February 24, 1947. In 1948, 
Congress added the “peril-point amendment” which requires the Tariff Commis- 
sion to determine in advance the limit of bargaining which the Executive may 
pursue without imperiling any home industry. In 1955, an amendment gave the 
Office of Defense Mobilization the authority to determine if any import threatens 
national security and so advise the President, who may, if he finds the import in 
question threatens national security, adjust the imports allowed. 


APPENDIX B 
SIGNIFICANT TARIFF FACTS 


Rates of duty and type of import 

In general, crude foodstuffs and raw materials are subject to no duty or very 
low duty. Manufactured foods and beverages fall primarily in the middle and 
higher duty brackets. With reference to industrial materials, it is the general 
rule that less finished materials fall into lower duty categories than materials 
that are highly processed. Finished manufactured products are, in general, 
subjected to higher duty and within this category those products which have a 
high ratio of labor costs to total costs are taxed at higher duty rates than 
products which do not require much labor. 

Generally speaking, crude foodstuffs such as coffee, cacao beans, tea and 
bananas are subject to an average tariff of only about 1 percent. Most of the 
goods in this category are not dutiable at all. Nonagricultural raw materials 
and semimanufactured goods are subject to relatively low duty rates, averaging 
about 3 percent. Dutiable imports of agricultural raw materials, excluding 
foods, have an average tariff rate of about 18 percent. The reason this figure is 
relatively so high, is because wool is included in this category. Wool is a high- 
duty commodity. Manufactured foods and beverages, including alcoholic bev- 
erages, are dutiable at an average rate of 12 percent. Four-fifths of all dutiable 
imports fall into the class of finished manufactured goods. The average duty 
rate on this category is 20 percent. 

Since imports from Canada, Latin America and Africa consist primarily of raw 
materials or crude foodstuffs, these imports are not subject to high duties (an 
average of 6, 7, and 10 percent, respectively in 1956). More than half of the 
imports from these areas are completely duty-free. The highest average duty 
is imposed on imports from Japan and Europe. This is obviously a reflection 
of the fact that more manufactured products flow in from these countries rather 
than raw materials, which come in from Canada, Latin America, Africa, and 
underdeveloped parts of Asia. 
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Does the United States maintain high tariffs compared to other countries? 


Although there is a violent controversy in answering this question, most 
specialists generally agree to the following general groupings: In the high tariff 
group, France, Germany, Italy, Austria, New Zealand, Australia, and most Latin 
American and Near Eastern countries are included. The United States and 
Canada fall into an intermediate position. Usually considered countries with 
lower tariff rates are Norway, Sweden, Denmark, Belgium, the Netherlands, 
United Kingdom, South Africa, and Japan. 


Do Tariffs keep many imports out of the United States? 

Quantitatively speaking, compared to the gross national product, the United 
States imports very little. The basic reason why the United States imports 
only a small number of products from abroad is primarily because of the struc- 
ture of the United States economy. The American economy is the largest, 
wealthiest and the most competitive self-contained market in the world, and it 
also has developed the technique of mass production to an extent which has as 
yet been unequaled in any other country. For these reasons, foreign imports 
cannot as a practical matter, compete with the great bulk of the products that 
are sold in the United States. Consumers, as a rule, prefer United States-made 
products, and their tastes are tailored by United States advertising for United 
States products. It is often true that foreigners desirous of exporting to the 
United States find that it is too much trouble. They often must deliver dollars 
they earn to their exchange control authorities in exchange for local currency. 
It is quite often the case that they can make as profitable a sale to a third country. 
It is also true that, in general, foreigners are not equipped to exploit a mass 
market such as the United States due to production insufficient to supply such 
a mass market and to justify a large and expensive advertising campaign in 
the United States. The fact of distance makes delivery from foreign ports much 
less predictable and speedy than delivery from a factory producing in the United 
States, and the additional freight to move a foreign product into the United 
States often makes it noncompetitive. 

This fact is confirmed by expert estimates of the effect of the removal of all 
United States tariffs. Howard S. Piquet, an individual with long experience 
in tariff matters, estimates that on the basis of 1951 figures, if all tariffs were 
suspended, there would be an 8-17 percent increase in imports. Assuming that 
the maximum 17 percent occurred in the year 1951, this increase would account 
for 40 percent of the aid granted by the United States to foreign countries in 
that year. If all quota restrictions on agricultural imports were removed, the 
percentage increase in imports was estimated by Dr. Piquet to be 11 to 25 per- 
cent. If import quotas were removed as well as tariffs, this would mean, at 
the maximum figures, that 58 percent of each dollar spent on foreign aid in 
1951 might have been used to buy imports rather than the foreign aid. It should 
be noted that there would be a $600-million-a-year revenue loss from the removal 
of these tariffs. However, when compared to 58 percent of the net foreign 
aid of $4,576 million, this appears to be a bargain. These figures are based 
upon the assumption that 1951 conditions prevailed for the few succeeding years. 
There are so many indefinite factors affecting the estimates that they can only 
be guesses. These figures do not purport to be long-range estimates. 

Whether or not the countries which received dollars from products sold in 
the United States were the countries that would receive foreign aid can be ascer- 
tained only by taking a specific year. Selective tariff concessions by product 
might help in assuring that countries which needed aid would receive United 
States tariff adjustments. 


Import trends 


Historically, the United States began by importing manufactured articles. 
As its industrial development grew, less manufactured articles were imported, 
until over 70 percent of all imports today consist of tropical agricultural pro- 
ducts and raw semiprocessed industrial materials. However, since 1934, there 
has been an increase in the rate of growth of dutiable imports (to a large extent 
manufactured items) as a class as compared to nondutiable imports. The 
former has increased 12 times, whereas the latter has increased 7 times, com- 
paring 1933 figures with 1956 figures. Some believe that this increase has 


we from lowering tariffs under the reciprocal trade program initiated in 
934, 
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UNITED STaTES AUSTRIAN CHAMBER OF COMMERCE, INC., 
New York, N. Y., March 24,1958. 
Hon. WILBER D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Sir: The United States Austrian Chamber of Commerce, Inc., an Ameri- 
ean organization, incorporated under the laws of the State of New York, the 
representative American organization of importers from and exporters to 
Austria has always supported the reciprocal trade agreements program. 

(1) Our chamber supports the proposed 5-year extension of the program and 
preferably for 11 years for the following reason : 

The next 5 years, a critical period in international trade, chiefly because of 
the formation of the European Common Market, will make it imperative that 
the United States be a leading contracting party to the General Agreement on 
Tariffs and Trade. In the interest of the world peace the United States must 
stand for a sure and steadfast foreign trade policy. 

(2) We support the proposal to authorize a reduction up to 25 percent duty 
rates evisting on July 1, 1958, over a 3- to 5-year period, where a reduction is 
justified. The President of the United States should retain the authority to 
reciprocally reduce tariffs on the above basis. 

(3) We strongly oppose the proposal to authorize existing duty rates to be 
increased 50 percent above July 1. 1934, rates, as such authority would insert 
another element of insecurity into the foreign trade policy of the United States 
and tend to shatter the confidence of the free world. 

(4) We favor amendment to the peril-point and escape-clause provisions, in 
order to clarify terms and procedures under which they can be evoked and 
applied. 

5) We oppose the provision requiring Tariff Commission to conduct an escape- 
clause) investigation upon application. The Tariff Commission should be au- 
thorized to decide, after a preliminary investigation, whether or not a formal 
investigation is necessary. 

We are grateful for the opportunity to submit our views and are 

Respectfully yours, 
PauL A. GOLDSCHMIDT, 
Executive Secretary. 





ITALIAN AMERICAN CHAMBER OF COMMERCE OF THE PaAcriFiIc COAST, 
San Francisco, Calif., February 19, 1958 
Hon. Wiisur D. MILLs, 
House Office Building, Washington, D. C.: 

As an American trade organization composed principally of American business 
interests on the west coast we respectfully urge you to exert your utmost to 
bring about a passage Reciprocal Trade Agreements Act and extension for ad- 
ditional 5-year period as a vital measure in fostering a farsighted American 
self-interest in foreign trade and the promotion of friendly relations between 
the United States and the rest of the free world. 

RAYMOND V. WiNQuist, President. 
Riccarpo ALVINO, Secretary. 





CHAMBER OF COMMERCE OF KANSAS CITY, 
Kansas City, Mo., February 14, 1958. 
WiLsur D. MILs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


Kansas City manufacturers export annually $25 million of products. Many 
million bushels of grain are exported from surrounding agricultural area. This 
city and its trade territory have a substantial interest in extension of the Re- 
ciprocal Trade Agreements Act. We believe this program vital to our interest 
and that of the American people. We request your support for extending this 
Act so that imports into this country may help pay for manufactured goods 
and products exported from Kansas City. 


Curr C. Jones, Jr., President. 
’ 
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STATEMENT OF THE BROOKLYN CHAMBER OF COMMERCE 


There is now before your committee and at hearing H. R. 10368 by Mr. Mills. 
This measure would effect the extension of the power of the President of the 
United States to enter into trade agreements under section 350 of the Tariff 
Act of 1930. There have also been introduced H. R. 10369, Mr. Kean; H. R. 
10370, Mr. Frelinghuysen, Jr.; and H. R. 10371, Mr. Chamberlain. While these 
bills have as a common purpose the extension of the Presidential powers, which 
under present statutes will expire with the close of business on June 30, 1958, 
they also extend and in some respects curtail those powers as they now exist. 
This matter is now at public hearing and a record is being made, which will be 
used by the members of your committee in determining appropriate modification 
or amendments if any to the bill at the time the measure is reported to the 
House of Representatives of the Congress for action. Now the Brooklyn Cham- 
ber of Comerce respectfully requests that this, its statement, be included in the 
record of these public hearings. 

This chamber believes that international trade is a power of vital importance 
in our peaceful relations with our friends and allies and it is the most potent 
means at our command to further a common understanding with other nations 
and insure world peace. We are known by our products but these products 
cannot reach the world markets unless we bestow them as gifts or sell them to 
friendly customers. We do not believe in giving our products to the world un- 
less under circumstances of the gravest necessity. Friendship is not for sale or 
barter. But our goods cannot as a rule be sold except for American dollars. 
Our customers have only one way of obtaining these dollars compatible with 
national pride and that is by selling their products of hand and soil in our market 
place. Tariff walls may prevent this and unless we are properly to adjust these 
barriers no trade is possible. The reduction of these barriers must be made 
with consideration of our own industries or we may permit improper competi- 
tive advantages in our own markets. We believe the method established under 
the trade-agreements procedure is the best yet devised to accomplish this purpose. 
In consideration to our international peace and commerce it should be continued. 


I. LENGTH OF EXTENSION 


Since the enactment of the first Reciprocal Trade Act in 1934.an expiration 
provision was included in the law, generally a period of 3 years; but world 
conditions have changed. The campaign of Russia and Red China for stepping 
up their commerce and the organization of the European common market are 
two developments which require a definite quickening of our commercial develop- 
ments if we are to avoid serious trade injury in the markets of the world. The 
changing conditions make a longer period a necessity The 5-year period seems 
to meet this requirement. The chamber urges a 5-year extension of the present 
law. 

II. PROPOSED CHANGE IN PERIL-POINT PROCEDURE 


While our international trade is vital to our world prestige and is a basic aid 
to peace and while reduction in our tariff wall is a controlling factor in our for- 
eign trade, we should not lose sight of the fact that all this must not be done 
at the price of our own industry. Tariffs should not be so low as to deprive our 
markets of the products of our own industry. To guard against this the law 
provides that the Tariff Commission shall institute an investigation of each 
product to be negotiated downward before such reduction is agreed upon to 
determine the minimum tariff rate compatible with the safety of our producers. 
This is the peril point. The change in the law proposed by the bills now before 
you would be that whenever the Tariff Commission finds a peril point to be 
higher than the present tariff, immediate steps be taken to effect an increase by 
act of the President under his “escape clause” power. 

We believe the change to be a wise one since it would expedite the necessary 
tariff adjustment essential to the protection of our industry. 


III. GRANTING TO THE PRESIDENT POWER TO REDUCE TARIFFS GRADUALLY OVER A 
5-YEAR PERIOD 


The authority to progressively remove trade restrictions through reciprocal 
tariff negotiations is necessary to promote the further expansion of our export 
trade and should be approved. However, this authority must be subject to all 
the safeguards of the “peril point” procedure and the “escape clause” protection 
of the act. 
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CONCLUSION 


The Brooklyn Chamber of Commerce favors the principle of tariff adjustment 
and the elimination by negotiation of trade barriers and unfair competitive 
practices. The reciprocal trade policy is the most efficient method yet devised 
and we believe it should be kept in full force. 

We urge that H. R. 10368 be reported favorably without amendment for early 
action by the House of Representatives of the Congress. 

Respectfully submitted, 

A. C. WELSH. 


CONGRESS OF THE UNITED STATES, 
HOovuseE OF REPRESENTATIVES, 
Washington, D. C., January 24, 1958. 
Hon. Wiizvur D. MILLS, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: I would greatly appreciate your making the enclosed 
letter a part of the committee record when hearings are held on the extension 
of the Reciprocal Trade Agreements Act. 

With best wishes and kindest personal regards, I am 

Sincerely yours, 
MELVIN R. Largo, Member of Congress. 


STEVENS PoINT CHAMBER OF COMMERCE, 
Stevens Point, Wis., January 8, 1958. 
CHAMBER OF COMMERCE OF THE NEW ORLEANS AREA, 
Post Office Bow 1460, New Orleans, La. 

GENTLEMEN: Your letter of October 31, 1957, and the enclosed copy of a 
resolution endorsing the reciprocal trade agreements program was read and 
thoroughly discussed at a recent meeting of our board of directors. 

Although we are generally in accord with and support the world trade pro- 
gram, we do oppose the administration’s recommendation to continue the Re- 
ciprocal Trade Act as written and any further reductions in tariffs. 

Our position is not one of arbitrary opposition to the program, but we do 
feel that some changes are necessary in order to protect American labor and 
industry against unfair competition from low-wage-paying countries. Our 
board of directors takes the liberty of proposing a compromise arrangement 
which we feel would serve the double purpose of protecting our American 
labor and industry and ultimately encouraging world trade. 

We propose and favor legislation which would encourage trade with other 
countries on a basis of a percentage of the wages paid for labor in such coun- 
tries as compared to wages paid for labor in the United States. For instance, 
if the American wage level at the present time is $1 per hour and a certain 
foreign country is paying 15 cents per hour, imports from that country to the 
United States should be limited to 15 percent of the American market. Should 
that foreign country subsequently increase their wages to 50 cents per hour, 
that country’s limit would be increased accordingly to 50 percent of the Ameri- 
ean market. Should they then pay the same wages as American labor enjoys, 
there would be no limit whatever on imports from that country. 

Restricting the imports to a percentage of labor wages paid, would auto- 
matically permit a foreign country to increase its prices considerably, since 
only a small percentage of the American market is received, and thereby enable 
such foreign country to pay a higher wage with greater profits earned on the 
higher prices received on the exports. The standard of living in such country 
could thus be raised considerably and the country’s population would take up 
an increased portion of the industry’s products and would result in an increase 
of markets for American products. 

It may seem at first blush to be a hopeless task to try to increase wages in 
foreign countries, but we need only to look at the example set in the United 
States. The wages paid at the present time are many times the wages paid in 
the United States at the turn of the century. Only recently it was the consensus 
of many that it would be impossible to force a minimum wage of $1 per hour on 
certain sections of the country but such a minimum wage rate has been estab- 
lished and the results have been startling. The inhabitants of such sections 
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of the country, due to their increased wages, have been absorbing more of the 
commodities manufactured in those sections and other sections of the country 
and this could well happen in foreign countries. The standard of living in the 
competing foreign countries is considerably lower than the standard of living 
in the United States and we do not feel that our industry and labor should be 
penalized because of that. 

We are taking the liberty of giving this letter a general circulation and would 
appreciate comments from other chambers and any interested parties. We 
honestly feel that our proposal would ultimately result in the betterment of all 
and is a proposal worthy of serious consideration. 

Sincerely, 
WILLIAM ©. HANSEN, President. 


STATEMENT OF MAx E. RAPPAPORT, PRESIDENT OF NAPCO INpbustTRIEs, INc., 
MINNEAPOLIS, MINN. 


Mr. Chairman, I deem it a privilege to testify before the House Committee on 
Ways and Means on H. R. 10368, a bill to extend for 5 years the President’s 
authority to enter into trade agreements under section 350 of the Tariff Act of 
1930 as amended. I speak not only in my own behalf as president of NAPCO 
Industries, Inc., but also in behalf of the chamber of commerce of Minneapolis, 
Minn. 

We of the Minneapolis Chamber of Commerce endorse the renewal of the 
reciprocal trade agreement program. We believe that the program inaugurated 
in 1984 has been successful in promoting international trade throughout the 
world and has resulted in improved business conditions for our country as well. 
We are of the opinion that the promotion of international trade is of direct 
assistance to both American export and import activities; that by improving 
business it helps management and labor; and that it has been one of the 
foundations for an efficient and productive agricultural economy as well. 

I would consider it a privilege if I could have a policy statement on this 
subject adopted by the Minneapolis Chamber of Commerce placed in the record 
of your committee deliberations at the conclusion of this statement. 

It might be helpful for the committee to know a word about the activities and 
experience of our corporation as they relate to the question of international 
trade. NAPCO Industries is the parent corporation of a business enterprise 
which includes the Federal Motor Truck Co. and the Northwestern Parts divi- 
sion, among our divisions. Both Federal and Northwestern sell extensively to 
foreign countries. In the course of our selling abroad we find ourselves in com- 
petition with European, Asian, and South American business firms. These 
firms frequently have the advantage of lower labor costs as well as being 
adjacent to foreign markets. Their competition is therefore quite heavy. We 
also find that some of our competition is in effect subsidized by their govern- 
ments for international trade, and we ourselves in the United States do not 
have any such advantages. 

In spite of that, our own experience is clear that our exports have increased 
even as our foreign competition has increased. The very fact that suppliers in 
Italy, England, France, Japan, and Brazil are able to supply our foreign 
customers with trucks and parts does not necessarily mean that we have lost 
business in the total aggregate. 

Our conclusion is that within increased and free international trade and 
international competition there is increased activity for all. If other govern- 
ments are able to earn dollars by selling to us, they are in a much better 
position to spend dollars and buy from us. 

We in the United States cannot live in a vacuum. Our economy would die if it 
became isolated. We need to import from other countries and we need to sell 
to other countries. This means that we must enter the competition with full 
determination to be a part of the international business community. This 
means we must recognize that other businesses abroad have a right to sell here 
in the United States just as we have a right to sell abroad. There is no substi- 
tute for this interchange of trade and services. 

It is for these reasons that we enthusiastically and energetically urge the 
Congress to enact legislation which will expand the opportunities for the 
reciprocal trade program. 
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Furthermore, let me point out that such international trade is not only 
directly beneficial to America’s economic well-being, but also is beneficial to our 
political well-being as a nation. My business calls for me to travel extensively 
abroad. We have a factory in Turkey. We have agents all over the world. 
Within recent months I returned from a trip around the world. Time after 
time I became persuaded of the fact that it is economic intercourse between our 
country and other nations that is the soundest and the firmest basis for friend- 
ship between our Nation and other nations. Foreign businessmen who do 
business with us soon become our friends and our champions, not only because 
these opportunities give them the occasion to know us and learn about us, but 
also because they come to appreciate that the best interests of their nation call 
for cooperation—economic and political—with us. 

I am well aware personally that a reciprocal trade program could have the 
effect of injuring some specific American businesses and some specific areas. 
These are few and far between and yet they are meaningful to the individuals 
and communities concerned. Meaningful as they are, however, we cannot afford, 
as a nation, to cut off our noses to spite our faces. We cannot afford, for the 
sake of the specific and rare dislocations, to sacrifice the economic and political 
well-being of the Nation as a whole. It is my own feeling, therefore, that 
where the reciprocal trade program does have the effect of injuring a specific 
business or community, the Congress should adopt, as a national policy, programs 
of helping to alleviate the dislocations, inconvenience, and injury. If the 
Nation as a whole is the gainer from reciprocal trade—and of that I am con- 
vinced—then the Nation as a whole ought to share in the responsibility of 
taking care of the dislocations. I am convinced that the intelligence and 
ingenuity of the Congress when applied toward this subject can produce a legis- 
lative program of loans to businessmen, increased unemployment Compensation, 
special community facilities, training programs, and the like for those specific 
industries and communities that are hurt. 

Now let me say a word in conclusion about our State—Minnesota—and its 
stake in liberal trade policies for America, as it is seen, not only by me, but by 
the Minneapolis Chamber of Commerce and by all of the political and govern- 
mental leaders of our State including Governor Freeman, Senator Thye, and 
Senator Humphrey. 

Minnesota in general, and Minneapolis in particular, has a great stake in 
world trade. Over 250 Minnesota firms exported in excess of $50 million worth 
of merchandise in 1957 to over 40 countries. Approximately 55 percent of these 
exporting firms had fewer than 50 employees. The export business represents 
big business and small business in Minnesota—it represents people—over 51,000 
people—whose jobs depend on imports and exports. (These figures are extremely 
modest, as they do not take into account any goods that go out of the country 
via a middleman. For example, a company manufacturing batteries reports 
only its sales out of the United States. If a battery goes to a farm implement 
manufacturer or auto manufacturer and that tractor or automobile is exported, 
that battery is an export sale, but is not reflected in these figures. ) 

A wide variety of products is shipped from Minnesota: Calendars, flour, con- 
struction equipment, extracts, shirts, dairy products, poultry, power mowers, 
tools, electrical machinery, paper and paper products, and a host of food products. 

Over one-fifth of Minnesota’s income is from agriculture, and the farmer de- 
pends heavily on free trade. Since World War II, about one-eighth of our farm 
income has come from crops that were exported. Products of an estimated 
60 million acres of farmland are sold abroad. This is especially true when we 
remember that economists say that our farm woes come from an overproduction 
of from 5 to 7 percent. Regardless of how this farm produce moves into export 
markets, it is channeled away from the United States market and helps to 
stabilize the United States price for farm commodities. Our Minnesota farm 
organizations stand solidly behind the concept of freer trade. 

Minneapolis, with approximately 25,000 employees depending on imports and 
exports for their livelihood, cannot afford to see trade barriers raised. Like 
other great cities, we have our own unemployment problem of the moment. The 
Minneapolis Chamber of Commerce, representing Minneapolis businessmen, is 
convinced that the future prosperity of the area is directly linked to liberal trade 
policies. Such policies are reflected in the Trade Agreements Act now before 
Congress for a proposed 5-year extension. In Minneapolis we have a skilled, 
highly competent labor force. We have proved that we can compete not only 
on the United States market, but on the world market as well. 
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As a business community we feel a responsibility in the matter of world trade 
that transcends the boundaries of our own city and over our State of Minnesota. 

It seems unthinkable that we as a Nation could move away from the concept 
of freer trade when the rest of the world is finally making progress in breaking 
down some of the tariff walls—we, who have said to the rest of the world, “For 
an example of sane trade policy, look at our 48 States, essentially free of trade 
barriers”; we, who have committed ourselves to the task of elevating the living 
standards of backward nations around the world; we, who have preached long 
and loud the equal rights of all men. It is inconceivable that at this late date 
we should pull back into our isolationists’ shell and cut off other nations from 
our abundance. We know that Congress agrees that some way must be found 
to make some of our abundance overflow to others. We suggest that there is 
no magic formula—either we must give American dollars to foreign nations in 
a greatly expanded foreign aid program, or else we must let them sell to us and 
earn our American dollars. These dollars will come back to us; there is no 
other place that they can go. 

Not only do we have a moral obligation, but we are locked with Russia in a 
battle for the confidence, friendship, and loyalty of free people all over the 
world. Kremlin leaders are attempting to use trade as a political weapon to 
destroy free world unity and to obtain political domination over free nations. 
Targets are the underdeveloped, less industrialized areas of the world. We rely 
on some of the nations for 100 percent of our tin and our natural rubber. They 
sell us great quantities of other minerals and raw materials essential to United 
States prosperity and our national security. 

Trade between Russia and the Middle Hast and Africa rose by $160 million 
between 1954 and 1956, while trade with the United States declined. Trade 
with Russia in Latin America went up from $68 million in 1953 to $223 million 
in 1956. It appears that, if we won’t trade, Russia will. 

Finally, we think the length of this extension of the Trade Agreements Act is 
most important. A 5-year extension will give traders a somewhat stable pro- 
gram. It will allow the President to negotiate with the six common-market 
countries of Europe on their common external tariff. 

Sufficient protection is afforded for the exceptional industry that is suddenly 
jeopardized through foreign imports that it should not be necessary to consider 
the basic act every few years. 


POLICY STATEMENT ON TRADE AGREEMENTS ACT BY MINNEAPOLIS CHAMBER OF 
COM MERCE 


The Minneapolis Chamber of Commerce endorses a renewal, for not less than 
5 years, of the reciprocal trade agreement program, based on the following 
reasons: 

The Trade Agreements Act inaugurated in 1934 has been successful in promot- 
ing international trade throughout the world and resulted in record levels of 
exports and imports. 

United States exports, amounting to over $20 billion, is an essential part of a 
thriving and growing United States economy. 

The Trade Agreements Act fosters private foreign investment through which 
United States receives nearly 25 percent of its imports. 

The rest of the world moves toward freer trade as evidenced by the European 
market concept. 

A 5-year extension of the Trade Agreements Act is needed to permit the 
United States to undertake the single most important foreseeable trade negotia- 
tions; that with the six common-market countries on their common external 
tariff. 

The St. Lawrence seaway will open up new opportunities for world trade in 
our area. 

According to United States Department of Commerce estimates, Minneapolis 
exports amount to over $50 million annually, with annual imports of $25 million. 


Some 25,000 Minneapolis employees depend on import-export business for their 
livelihood. 


Mr. Grecory. The next witness is Mr. James R. Sharp. 
Mr. Sharp, will you please identify yourself for the recori. 
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STATEMENT OF JAMES R. SHARP, OF SHARP & BOGAN, WASHING- 
TON, D. C., ON BEHALF OF THE IMPORTED HARDWOOD PLYWOOD 
ASSOCIATION OF THE UNITED STATES AND THE PLYWOOD GROUP 
OF THE NATIONAL COUNCIL OF AMERICAN IMPORTERS 


Mr. Suarp. I am James R. Sharp of the law firm of Sharp & Bogan, 
Washington, D.C. Since 1944 I have represented clients engaged in 
practically all phases of international trade. 

Our firm represents importers, exporters, and firms engaged in both 
of these phases of international trade. Our clients also include do- 
mestic industries who sell their products solely or partially for domes- 
tic consumption, but who compete with imports. We also represent 
domestic industries and concerns exclusively or primarily engaged in 
operations outside the United States. 

Although I appear here today as the representative of the Im- 
ported Hardwood Plywood Association of the United States and the 
plywood group of the National Council of American Importers, I 
speak as well on behalf of the major importers of mink skins from 
Sweden, Denmark, Norway, and Finland. 

The views I express, I may say, are subscribed to fully by others of 
our clients, including major importers of a variety of products which 
embrace copper and brass mill products, hardboard, pipe fittings, 
woodpulp, fertilizers, rayon staple fiber, dairy products and even the 
lowly spring clothespins used by our wives to hang the laundry in the 
basement, the backyard or, to the discomfort of most of us men, the 
bathroom. 

The subject under consideration by this committee may be likened 
to a stone cut with many facets, each facet reflecting a different light. 
An observer from one vantage point views the subject in the light re- 
flected from only that facet which can be seen from his particular 
observation post. 

To the credit of this committee, it has scheduled these hearings to 
assure that its members, the Congress, and the public may examine the 
subject from every possible facet before action is taken on a matter of 
such great national importance. 

I have three points to make. One point, I believe, has been or will 
be touched upon by others appearing before you. The other two have 
not yet been discussed in these hearings. All three points relate solely 
to the proposal to eliminate the President from the processes by which 
escape-clause relief is granted or denied. 

While as a citizen I naturally have a philosophy about the subject 
matter of these hearings, nevertheless, separate and apart from my 

ersonal belief as a lawyer and as counsel to clients vitally interested 
in this subject, I feel compelled to discuss these three points from the 
standpoint of law and logic. I hope that the tenor of my remarks 
will be somewhat refreshing. 

It is my observation that much of the testimony received by this 
committee to date has been motivated by selfish interests having too 
little or no regard for the practical considerations and constitutional 
problems which I feel are present. 

It is apparent that the basic question which underlies much of the 
discussion as to the form which the trade agreements extension legis- 
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lation should take centers about the proposal to shift the final author- 
ity on escape-clause matters away from the President. 

I am convinced that such proposal is so illogical and impractical as 
to threaten the efficacy of the entire reciprocal trade agreements pro- 
gram. Iam also convinced that it is absolutely unconstitutional. 


1. THE PROPOSAL IS IMPRACTICAL AND ILLOGICAL 


First, I will address myself to the impracticability of the proposal. 
For 24 years the limited tariff-rate adjusting authority delegated to 
the President by the Congress in the trade agreements logidiaiuie has 
served to supplement the plenary power of the President in the field 
of foreign relations. 

The union of these two powers in the Executive has served the 
interests of the United States well. Our country has prospered ; our 
foreign relations have been strengthened. The committee is well 
aware of the strain on our relations with various nations which has 
resulted from the substantial excess of exports over the volume of our 
imports. It is also a fact that an increase in imports creates greater 
dollar balances in the hands of other nations and inevitably results in 
‘in increase in our exports. These results are attributable primarily 
to the effective operation of the trade agreements program. 

The tariff has long since ceased to be simply a matter of revenue and 
protection. With this conclusion I believe there is general agreement, 
for tariff policy is so closely related to foreign policy that it is not 
possible to treat with one and ignore the other. 

The Congress has recognized this truism by keeping to a minimum 
the restrictions and limitations on Presidential action in the field of 
foreign trade agreements. By far the most important restraint which 
has been exercised by the Congress is reflected in the affirmative grant 
in 1951 of discretion to the President in matters arising under the 
escape-clause procedures. 

The proposal to remove the Executive from the escape-clause proc- 
esses reflects a misunderstanding of the nature of a trade agreement 
and a lack of appreciation of the very grave issues involved in any 
decision which may be made by the United States to escape from an 
obligation voluntarily undertaken in any such agreement. 

Under the trade agreements legislation, the President is authorized 
to enter into foreign trade agreements and to proclaim the rates of 
duty “required or appropriate” to carry out any such agreement. At 
the outset, the Trade Agreements Act confers upon the President the 
discretion as to whether a trade agreement should be concluded with 
a particular foreign country and, if so, what the scope of such agree- 
ment should be. 

I am confident that no trade agreement has been entered into to date 
for the purpose of, or has resulted in, the opening of United States 
markets to foreign-produced goods which has not, at the same time, 
provided United States industries and agriculture with expanded for- 
eign outlets. 

At times the advantages we have obtained have far outweighed the 
cost to us of the concessions we made to obtain the advantages, On 
other occasions, the balance has undoubtedly been in favor of the na- 
tion from whom we obtained the concession. 
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But the important thing to remember is that the United States re- 
ceives something of value, a quid pro quo, if you will, for any conces- 
sions it makes. Decisions as to what we should concede, as to what 
we should obtain in return and as to with what nations we should 
negotiate, are obviously of the greatest importance. 

For instance, an invitation to one foreign nation to consider an 
agreement with the United States might place in jeopardy our rela- 
tions with one or more uninvited nations. Diplomatic skill is re- 
quired to resolve such a delicate matter. Often the extent to which the 
United States is willing to negotiate—that is, the number of com- 
modities it is willing to talk about—will bring about an acceptance or 
rejection of the invitation. 

From the foregoing, it is easy to see why only the President can 
decide these questions and why the Congress vested in him alone the 
authority to make these important decisions. 

Before discussing the compelling need for continuing the “escape” 
discretion in the President, I believe it is in order to analyze briefly 
the nature of a foreign-trade agreement. As we all know such an 
agreement is a contract. The supporting consideration for this con- 
tract is the mutual promises of the parties. Each contracting party 
to a trade agreement initially agrees to a schedule of rates of duty. 

However, these schedules of rates of duty are, in and of themselves, 
meaningless. The agreement comes into being only when each con- 
tracting party solemnly promises that no higher rates than those 
called for in the schedules will be imposed. This mutual exchange of 
promises is the lifeblood of a trade agreement, the sine qua non, the 
raison d’etre. 

So, in every trade agreement to which the United States is a con- 
tracting party, there is contained a promise by the President of the 
United States that our country will not increase any of the rates of 
duty agreed to, nor will we impose any additional import restrictions 
on the products covered by the agreement, except insofar as such action 
is permitted by the terms of the agreement. 

I need not dwell at length on the serious nature of such a promise. 
We are experiencing now the terrible consequences that flow from the 
irresponsible actions of those nations of the world who recognize no 
legal or moral responsibility for keeping promises made in treaties 
or pacts. They have been, are being, and should continue to be con- 
demned for such international irresponsibility. 

All of our trade agreements, with but 1 or 2 unimportant exceptions, 
contain a so-called escape clause, a provision which permits a contract- 
ing party to withdraw or modify a concession under specified con- 
ditions. 

In section 7 of the Trade Agreements Extension Act of 1951, as 
amended, the Congress has established procedures governing the ac- 
tions of the United States under this clause. The President has ad- 
vised the Congress that the procedural requirements of section 7 are 
consistent with the spirit of the escape clauses contained in our trade 
agreements. 

These procedures, as the committee knows, require an investigation 
by the Tariff Commission to determine whether, under certain condi- 
tions and in certain circumstances, a domestic industry is being seri- 
ously injured or threatened with serious injury. An affirmative lind- 
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ing of the Commission brings about a recommendation to the President 
for remedial action. The President is empowered to ultimately dispose 
of the matter. 

An “escape” action, therefore, is tantamount to a partial termination 
of the contract theretofore entered into between the parties. A more 
serious matter in the field of international relations is difficult to 
imagine. 

On the basis of the solemn promises made by the United States in its 
several trade agreements, foreign nations have encouraged their citi- 
zens to invest in the facilities necessary for developing trade with the 
United States. 

Much reliance has been placed on our promises. We would not want 
it to be any other way. We in the United States are proud of our 
“word.” We do not give our promises lightly nor can we in good faith 
take them back lightly. 

The question presented in an escape-clause proceeding is whether we 
should take back part of our promise with respect to the customs treat- 
ment of a particular commodity, or even wipe out the entire promise. 
It is true that such action, taken consistent with the letter and spirit 
of the escape clause, is not violative of our agreement. 

However, it is fundamental that contractual escape mechanisms 
contained in foreign trade agreements should not be used when over- 
riding considerations of foreign policy and the welfare of the United 
States make such action inadvisable or even dangerous. 

Such considerations, necessarily, go much beyond the single question 
of the need for increased protection to a domestic industry. Since 
the foreign relations of the United States, in fact, the very welfare 
of the Nation, hang in the balance, the decision as to whether there 
should be escape action should not be confined to the “injury” test 
alone. 

Recognizing the need, and the wisdom, for vesting the President 
with the initial discretion as to whether the United States should en- 
ter into an agreement with a foreign nation, it is indeed anomalous to 
contend that there is no need for Presidential discretion as to whether 
the United States should terminate a part of one of its agreements. 
The need for such discretion is manifest. 

The issues involved in the question of whether escape action should 
be taken are indeed serious. Indiscriminate employment of the es- 
cape processes could lead to the raveling of the entire agreement with 
consequent severe strain on the foreign relations of our country. 

Only the President can decide whether escape action is feasible. 
Only he is in a position to foresee the international repercussions 
which may flow from a proposed escape action. If he decides to in- 
voke the escape clause in a particular situation, only he can soften the 
reaction of the affected contracting party and reassure it of the good 
faith and high purposes of the United States. 

Neither the Tariff Commission nor the respective Houses of Con- 
gress have access to the facts necessary to make a decision on the ad- 
visability of an “escape.” For obvious reasons, full disclosure of all 
of such facts cannot be made to those bodies. 

I believe that the transfer of the escape function out of the Execu- 
tive would be a gross error in judgment on the part of the Congress 
and would be at cross purposes with the efforts of the United States 
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to strengthen and solidify our position in the world. I believe fur- 
ther that to do so would be destroy the efficacy of the entire program 
designed to be accomplished by the extension of the act. 


2, CLARIFICATION OF PRESIDENT’S POWER IS NECESSARY 


If the President’s power in escape-clause matters is to be continued 
as we believe it should, I have one clarifying change to recommend. 

Section 7 of the Trade Agreements Extension Act of 1951, as 
amended, now provides that upon receipt of a finding of the Tariff 
Commission, the President— 
may make such adjustments in the rates of duty, impose such quotas, or make 
such other modifications as are found and reported by the Commission to be 
necessary to prevent or remedy serious injury to the respective domestic in- 
dustry. 


The law further provides that— 


if the President does not take such action within 60 days he shall immediately 
submit a report to the Committee on Ways and Means of the House and to the 
Committee on Finance of the Senate stating why he has not made such adjust- 
ments or modifications, or imposed such quotas. 

A literal reading of this provision would seem to limit the President 
to either approving or disapproving in toto the recommendations of 
the Tariff Commission. 

The executive branch has indicated that it has the power to modify 
the recommendations of the Tariff Commission. On occasions it has 
provided relief to a complaining domestic industry, in a different 
form, and to a different extent, than that recommended by the Com- 
mission. 

For example, in the case of spring clothespins, the Tariff Commis- 
sion’s recommendation for a quota, was supplanted by Presidential 
action withdrawing the concession with the resultant increase in the 
tariff to the preconcession level. 

Similarly, in the bicycle case, the Commission recommended in- 
creases in the tariffs on bicycles, but the President determined that 
lesser increases on certain types of bicycles would be adequate to af- 
ford the necessary protection to the domestic industry. The legality 
of the action of the President in the bicycle case is now being con- 
tested in the United States Court of Customs. 

There should be no uncertainty in the law. In these circumstances, 
the Congress should make it clear that the President has the power 
to determine both the form and the measure of relief which is to be 
given to an affected domestic industry. 


3. THE PROPOSAL IS UNCONSTITUTIONAL 


I believe this proposed amendment in the trade agreements legisla- 
tion would, if enacted, be unconstitutional. I am convinced that this 
proposal, if adopted, would violate the constitutional principle of the 
separation of powers—that basic principle which established the 
checks and balances so vitally important to the success of our system 
of democratic government and to the protection of the rights of the 
people. 

As we all know, the Constitution of the United States divides the 
Government into three great departments—the legislative, the execu- 
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tive and the judicial—and it establishes the principle that they shall 
be kept separate and that none of such departments may exercise 
functions belonging to any other. 

In 1920, President Woodrow Wilson, in vetoing an appropriation 
act. which permitted the Congress to reserve to itself certain functions 
of the executive Contre pointed out that there was then a grow- 
ing tendency by the legislative department of our Government to 
encroach on the powers of the executive, a tendency which he care- 
fully pointed out “is not fully realized by the Congress itself and 
certainly not by the people of the country.” : 

Both major political parties have stood guard over the separation 
of powers clause. Attorney General William D. Mitchell, in a schol- 
arly opinion rendered on January 24, 1933 (37 Op. A. G. 56 et seq.), 
advised the President to veto H. R. 13975, 72d Congress, because the 
bill contained a provision that would have permitted the Commis- 
sioner of Internal Revenue to make certain refunds of taxes illegally 
or erroneously collected only if the refunds were approved by the 
Joint Committee on Internal Revenue Taxation. In this opinion, 
the Attorney General said : 


* * * The proviso in the urgent deficiency bill violates this constitutional 
principle, separation of powers. It attempts to entrust to members of the legis- 
lative branch, acting ex officio, executive functions in the execution of the 
law, and it attempts to give to a committee of the legislative branch power to 
approve or disapprove executive acts * * * 

If the process of examination and allowance of a claim for refund of taxes 
may be viewed as a legislative function, the proviso in this bill is equally 
obnoxious to the Constitution because a joint committee has not power to legis- 
late, and legislative powers cannot be delegated toit * * * 

Attempting to have committees of Congress approve executive acts, or execute 
administrative functions, or participate in the execution of laws is not a new 
idea. Carried to its logical conclusion it would enable Congress, through com- 
mittees or persons selected by it, gradually to take over all executive func- 
tions or at least exercise a veto power upon executive action, not by legislation 
withdrawing authority, but by action of the committees, or of either House 
acting separately from the * * * 

Mr. Mitchell then quoted the veto message of President Wilson, 
dated May 13, 1920, in which the President said: 

The Congress and the Executive should function within their respective 
spheres. Otherwise efficient and responsible management will be impossible 
and progress impeded by wasteful forces of disorganization and obstruction. 
The Congress has the power and the right to grant or deny an appropriation, 
or to enact or refuse to enact a law; but once an appropriation is made or a 
law is passed, the appropriation should be administered or the law executed 
by the executive branch of the Government. 

Mr. Mitchell’s comments to President Hoover are clearly applicable 
to the proposal to have Tariff Commission escape-clause recommenda- 
tions made effective only when consented to by either House of Con- 
gress. 

I might mention in passing that Mr. Mitchell’s opinion has been 
cited with complete approval by both Republican and Demorcatic 
Attorneys General of the United States. 

Thus, in an opinion of May 17, 1937, the Honorable Homer Cum- 
mings, as the basis for his recommendation of a veto of a congressional 
act under which the Congress would invade the powers of the Execu- 
tive, stated : 

The question of the encroachment of the legislative branch upon the executive 
was fully and ably discussed by Attorney General Mitchell. 
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On July 14, 1955, the Honorable Herbert W. Brownell placed com- 
plete reliance on Attorney General Mitchell’s 1933 opinion in recom- 
mending that President Eisenhower veto legislation which would have 
made certain decisions of the Secretary of Defense as to the disposal 
or transfer of defense contracts, subject to approval or disapproval of 
either the House or Senate Appropriations Committee. 

In conclusion, may I add that I have found no disagreement any- 
where in the law with these basic principles. 

I believe the Congress should enact the law and establish reasonable 
standards under which relief under the escape clause may be granted 
or denied. But having done so, I believe it must leave to the executive 
department the function of carrying out that law. 

It must do so because of the constitutional prohibitions against doing 
otherwise. It should do so if it is to permit the President to effectively 
carry out his plenary power in the field of foreign relations. 

The economic and political relations between the United States and 
other countries are the keystone of our ability to maintain peace, that 
commodity which costs so dearly, but the cost of which is but a 
pittance when compared to the cost of war. 

Conclusion : Gentlemen, for the reasons stated, I trust you will reject 
the recommendations of those who would deprive the President of the 
function of making the final decision in escape-clause matters. I wish 
to thank the committee for this opportunity of presenting my views. 
I hope that you will find my contribution helpful in arriving at a solu- 
tion to the problems you face in formulating congressional policy in 
this difficult and controversial field. 

The Cuatrman. Mr. Sharp, I am sorry that I could not be in the 
committee room when you began your statement, but I am sure you 
have made a very fine st: atement, at least judging from the parts that 
I did get to hear. 

We thank you, sir, for coming to the committee and giving us the 
benefit of your viewpoint. 

Mr. Simpson will inquire. 

Mr. Stupson. Mr. Sharp, I have in mind offering an amendment 
to this bill which I hope may be adopted by this committee of the 
Congress, the effect of which will be to authorize the Congress to have 
the final s say with respect to the validity of a recommendation which 
might be made by the Tariff Commission in the matter of proceed- 
ings under the escape clause. Is it your contention that such a prop- 
osition, if agreed to by the President, would be unconstitutional ? 

Mr. Suarp. That is my opinion, Mr. Simpson. 

Mr. Srupson. These references you cite here seem to refer to rec- 
ommendations made by the several Attorneys General advising the 
President to veto a proposed law. As I read them they do not refer 
to a fact where a law is in existence. 

Mr. Suarp. In each instance, Mr. Simpson, the opinions of the At- 
torneys General which were referred to or the statements of the Presi- 
dential veto messages which were referred to in my statement had to 
do with statute adopted by the Congress which reserved to the Con- 
gress— 

Mr. Srurson. But it is not a law as yet if it is presented to the 
President for his signature and the Attorney General advises him not 
to sign it. 
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Mr. Suarr. That is correct. 

Mr. Srurson. That is different from my point here, which is we 
are sending a bill to the White House that the President may or may 
not sign. If he signs it, my question to you is: Is it unconstitutional ? 

Mr. Suarp. It is my opinion it is unconstitutional. 

Mr. Sturson. What is your authority for that? 

Mr. Swarr. My authority is on the basis of the constitutional sep- 
aration of powers. It seems to me that the basic principle of the sep- 
aration of powers is that each of the three great departments, the leg- 
islative, the judicial, and the executive must reserve to each its func- 
tion and the function of the legislature is to legislate. 

As I pointed out in the conclusion of my statement, I think the 
Congress should pass the law, but the execution of the law, I think, 
clearly, under the constitutional provision, must be reserved to the ex- 
ecutive branch of the Government. 

Mr. Stupson. Of course, it would not be a law unless the President 
saw fit to sign it and Congress can certainly authorize the President 
in certain areas and at the same time retain certain rights. 

The President need not accept it unless he wants it. Therefore, 
having accepted it with the limitation which Congress writes into 
the law, I do not follow you when you say that, therefore, it is un- 
constitutional. 

Mr. Suarp. Certainly all of us lawyers know of many, many cases 
where the Congress has passed a law, where the President has signed 
the law, where it has become law, and where it has nevertheless been 
held to be unconstitutional because it violated the basic principle of 
the Constitution. 

That is what I have in mind here. Regardless of whether the 
President signed a bill of the type you speak of, unquestionably if it 
does violate the separation of powers cient of the Constitution, if 
it does amount to the reservation by the legislature of an executive 
function, it is unconstitutional whether the President signs it or not. 

Mr. Simpson. I may agree with that but these citations you give 
here, though, refer to the fact before the signature, before the matter 
in question has become law. 

Mr. Suarr. That is true, but certainly the authority of each of the 
Attorneys General is the constitutional provision itself. 

Mr. Suwprson. That is the argument they use but they do not cite 
any instance where there has been a law. 

Mr. Suarr. Mr. Simpson, may I say that in preparing the state- 
ment I did not attempt to search the Supreme Court cases for author- 
ity backing this but I am confident of one thing; that is, that this is 
a principle which is so basic to our whole system of government. You 
and I have heard frequently criticisms of the courts for attempting 
to take over the function of the legislative branch, and similarly we 
have heard criticisms of the legislative for having attempted to take 
over the functions of the executive branch. 

Mr. Stmpson. But here Congress is so clearly delegating the au- 
thority to the President with a limitation that I fail to see how it can 
later on be argued that Congress, having reserved that right, the 
President having accepted that reservation would be creating an un- 
constitutional thing when he accepted it. 
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Mr. Swarr. I can only answer you by saying that whether the 
President accepts it or not it is either unconstitutional or constitu- 
tional depending on whether the courts eventually determine that it 
violates the separation of powers principle in the Constitution. 

Mr. Stmpson. With respect to the escape clause, I understand you 
want it strengthened so that the President will have the authority to 
change the recommendations made by the Tariff Commission and 
levy a different remedy than that suggested by the Tariff Commission. 
Is that right? 

Mr. Suarp. To my mind this amounts to a clarifying amendment. 

As I have pointed out, the relief given to domestic industries on 
occasion has varied from the recommendation of the Tariff 
Commission. 

It is my assumption that the executive branch has determined that 
it has this authority. However, as I pointed out, I think the law 
should be clear on this subject, and since on a literal reading of the 
statute there could arise some question, and since there is presently 
litigation pending, it seems to me that such a clarifying amendment 
would avoid this sort of thing in the future. 

Mr. Stmpson. Do you believe that the escape-clause provision of 
the law should be continued ¢ 

Mr. Suarp. Yes, I do, Mr. Simpson. 

Mr. Simpson. Why do you say that in effect relief granted under 
the escape-clause action is tantamount to a partial termination of 
the contract? You imply that that is not the proper thing. 

Mr. Suarp. I do not imply that is not proper. In fact, I point 
out that so long as it is done within the means and within the limits 
established in the trade agreement itself, there is no violation of the 
contract. 

All I said is that having given a solemn word that we will grant 
a concession to one nation and having accepted the benefits of the 
quid pro quo which that nation gave to us in return, I think we should 
be very careful and very judicious about the circumstances under 
which we take back the quid pro quo which we gave in return. 

Mr. Simpson. So you agree with me that if the other nation pro- 
poses limitations by way of quota or licensing or increased duties or 
money devaluation, those many ways in which they can in effect get 
around a contract which they have entered, they, too, jeopardize the 
field of international politics. 

Mr. Suarr. It may well, but that again, you see, the net effect of 
that is that that nation is reneging on its promise. 

Mr. Stimpson. You think when they do such a thing we should in 
turn exercise our rights and withdraw from the agreement ? 

Mr. Suarr. Mr. Simpson, I believe that the United States for- 
tunately has set an example and should set an example in this respect. 
Retaliation by our country is something that is quite foreign to us. 
I think in most instances we have attempted by diplomatic procedures 
to work out problems like that without what we will call retaliation, 
by merely taking back what we have given. I do not say we should 
not doso. I should say through diplomatic efforts we should attempt 
to induce the nation, which has withdrawn the benefits which it 
granted to us in the agreement, to restore them. 





RENEWAL OF TRADE AGREEMENTS ACT 1661 


Mr. Simevson. You mean that we should not retaliate when these 
countries, in effect, invalidate the concession, the quid pro quo that 
has been exchanged ? 

Mr. Suarpr. Obviously, it would depend on the circumstances, but 
I should say only under severe circumstances would straight out re- 
taliation be appropriate, it seems to me. 

Mr. Stupson. Should we not do it because they do it tous? Should 
we sit back and smile, which we have been doing, I might point 
out ¢ 

Mr. Suarrv. I think that most of us individually, and we as a 
Nation 

Mr. Simpson. Do you think that foreign countries are inclined to 
respect us because they outrade us and then—within the provisions, 
remember, of the law—they see fit to impose barriers and they get 
the advantages we gave them, all within the law, and we do not exer- 
cise our right under the contract where they exercised theirs? 

Mr. Suarp. Obviously, there are circumstances under which there 
would be no recourse but to do that, but in general we as individuals 
and we as a Nation should live by the Golden Rule; that is, to do 
unto others as we would have them do unto us, and I think it is ¢ 
good one. 

Mr. Stmrson. The Golden Rule is fine and I hope we live under 
it, but under the Golden Rule we make contracts. 

Mr. Suarp. That is correct. I will agree with you fully that there 
are circumstances under which there would be no recourse but to re- 
taliate or to withdraw. 

Mr. Simpson. We can always relax and let the other felow do it to 
us and turn the other cheek. That is what we have been doing. 

I bring it up every time a discussion comes up, no one denies it. 
There are more limitations on trade today than there were when we 
started the reciprocal trade agreements back in 1934, and we have 
traded away a very large proportion of the exceedingly high duties 
we had in 1930 and it seems to me as though we are rapidly approach- 
ing the time when we will have given up everything only to find that 
the other countries have accepted what we have given them and have 
not given anything in return. 

Mr. Suarr. Mr. Simpson, while I am sure you have a more pro- 
found knowledge in this field than I, I must say that I am convinced 
that the major nations in Europe, in fact throughout the world, are 
convinced that it is necessary to reduce the restrictions. 

I think this is what has led to the formation, to the studies that are 
being made of the Scandinavian Customs Union. I think this is what 
has led to the agreement elsewhere in Europe to try, on a local basis, 
first, and with a constantly expanding effort, to continue to attempt 
to reduce the restrictions on the flow of trade between various na- 
tions as they have been eliminated or restricted in the flow of goods 
between the States in this great country. 

Mr. Simpson. Can we still agree that the question of reciprocal 
trade agreements should be one of Yankee trading wherein we give 
as much as they give ? 

Mr. Suarp. In general, I should think that is true, but there is one 
other factor which obviously must be taken into consideration both at 
the time when the agreement is negotiated and at the time when any 
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portion of the concession is taken back, and that is the foreign policy 
problem, the foreign policy factors, the national defense factors, those 
other factors which the President, in my opinion, alone has the 
ability to weigh. 

Mr. Srmpson. Would you apply that to mink and fish proceeding 
and plywood, everything, farm products? 

Mr. Suarp. Would I apply what? 

Mr. Srupson. This international question, international relations. 

Mr. Smarr. Yes; indeed. Regardless of the nature of the com- 
modity and regardless of the seriousness of the injury, that the 
welfare of the United States can be affected so seriously by the 
withdrawing of a concession, or the modification of a concession that 
it is just not worth doing. 

Mr. Stmprson. That would apply to the purchase of bicycles. 

Mr. Suarp. I am not a sufficient student of the bicycle problem to 
know. We all know that bicycles come from Britain. Let us assume 
this amounts to 90 percent of the British trade in the United 
States 

Mr. Srvpson. I am talking about an admittedly trivial thing. 

Do you think the President ought to have absolute influence; do 
you think he ought to be bothered with respect to these little items? 
Why not give him exclusive jurisdiction in the area where he is will- 
ing to certify that national security is involved? Why not give the 
President—a man who has to look into such little things as safety 
pins, clothespins, yes, plywood, rubber-soled shoes or bicycles—ex- 
clusive jurisdiction, and my amendment will do this, in the area where 
he states that the United States security is at stake? But in the 
other areas do not bother him about it, let the Congress make it effec- 
tive on the basis of its own right arm, which is the Tariff Commission, 
and then take the findings as final until the Congress sees other- 
wise ? 

Mr. Swarp. It is a long question. I will try to answer it briefly, 
but I feel this way about it: That there are other things which are 
equally important to the welfare of the Nation than what we call or 
what you term the “national security.” I think the foreign relations, 
the maintenance of foreign relations—let us take an example—is it 
important to keep a nation out of the Communist orbit? Is this re- 
lated directly to national security? One person may say “yes,” an- 
other “no.” “But, in any event, it has a great deal to do with foreign 
relations, in my opinion. 

If it fell in what the President might determine, and the Congress 
might disagree, was the field of national security, it does not, in my 
opinion, put that much magic on it, that that is the only area in 
which he should be permitted | to vote. 

Mr. Srwpson. Assume for a minute that this plywood industry that 
you so successfully represent, that is the importing of plywood, that 
that is highly desirable as a part of the Nation’s defense and security, 
which I assume is the reason that we give them the right to make 
such large imports—assuming that that ‘is the answer there, what do 
we do with the American workman who no longer can work in that 
industry? Do we make him bear the burden of that price for na- 
tional security? What justification is there to load the burden on 
his shoulders? 
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Mr. Suarp. Of course, I could argue with you at length on the ply- 
wood question. It is my opinion that the importation of plywood 
has given a great big lift to the whole plywood business and the 
quantities of softer plywood and domestically, particularly manufac- 
tured wood products, have increased substantially. 

Mr. Simpson. Not in the actual manufacture in this country. 

Mr. Suarp. If what I say is true, then there are more men manu- 
facturing plywood products in domestic sources than there were at 
the time that plywood started to come in the United States. I say 
unquestionably you and I have different understandings of the facts. 
When, as, and if the plywood bills ever come before a hearing, I am 
sure the facts on both sides will be brought up fully. 

Mr. Simpson. Is it right to place the burden of our international 
problem of national security on the man who loses his job ? 

Mr. Suarre. What I have been arguing is that there are times when 
despite injury which exists, I believe that the larger considerations 
require that we not give relief and therefore somebody has got to 
take the hurt. 

Now, you ask what should we do under the circumstances? I have 
no ready answer, nor apparently does the Congress, because I am sure 
this is one that has been kicked around a great deal. It is, what do 
you do in the case even when the Congress agreed with the President 
that this is a case where you simply could not withdraw the conces- 
sion. It just would bust up the hula relations between the nation 
involved and the United States. 

Mr. Stupson. What kind of relation, international or political rela- 
tion? 

Mr. Suarp. Political, economic, which are the principal ones. 

Mr. Stmpson. Of course, what I am trying to do is to provide a 
job for this American workman. 

What I would do is to limit the imports of the product so that our 
man goes back to work and goes off relief. 

Mr. Suarp. I would think I would like to do this. I would like 
to try to find an agency of the Government which under those cir- 
cumstances would try to make it possible to place new industries into 
direct the area or Government contracts there and to place work in 
those areas that are affected. If the Nation is going to benefit from 
. the refusal of the President or the Congress to grant escape-clause 
relief to a domestic industry which has been hurt by imports, then 
I say the Nation should find a way to help that little community and 
the man you are speaking about. 

gaan You are recommending that the Nation put him on 
relief ? 

Mr. Suarp. No, sir, I do not, because I think relief is the most 
horrible form of helping a man you could devise. I think you should 
find him a job. Certainly there are other industries which are pros- 
pering in the United States. There are Government contracts which 
are being let, there are jobs which can be provided in that little com- 
munity which is being hurt. 

Mr. Stmpson. Do you want to move him to some other section of the 
country ? 

Mr. Swarr. No; I think it is possible to funnel industry, new pro- 
ductions into those areas. I think if a concentrated effort was made 


seo 


mot: 








1664 RENEWAL OF TRADE AGREEMENTS ACT 


either by the Small Business Administration, the Small Business 
Committee of the Congress, certainly solutions could be found to 
most of those problems because in most of the instances, I think you 
will find that of the spokesmen who come here and complain to you of 
the areas of their little towns that are being hurt, they are relatively 
small in most instances, it is not the big steel industry, the auomobile 
industry, but there are 50 employees here, 100 there, 200 somewhere 
else. It is a relatively small group. That does not mean you should 
let them suffer but I say it is beyond me to believe that this reciprocal 
trade, if it is going to enjoy the benefits of this escape clause, cannot 
find a method of helping that community by funneling jobs into that 
area, by funneling work into that area so that the jobs can be available. 

Mr. Surpson. I want to funnel some plywood work in that factory. 

Mr. Suarr. Mr. Simpson, I see no magic in plywood, as such, is 
seems to me, as long as the job is maintained, whether it be plywood 
or the manufacture of what-nots. 

Mr. Srurson. The fellow IT am talking about is unemployed. 

Thank you very much. 

The Cuarrman. Mr. Reed will inquire. 

Mr. Rrep. Mr. Sharp, you have given a great deal of study to this 
situs ition apparently. I wonder if you could tell me why Great 
Britain, after being a free-trade country for practically 60 years went 
off free trade and under protection ? 

Mr. Suarp. Not having made a study of the economy of Great 
Britain to that extent, I do not know that I can answer vou directly 
except to say that Great Britain unfortunately has been somewhat 
isolated. Of course, it was severely hurt and damaged as a resuli 
of the devastation during the war, it was a country where by reason 
of the great destruction ‘of its industries and so forth, the economic 
losses wrere great. They have had substantial financial difficulties, 
they have ow ed other nations substantial sums of money, and T should 
judge that this is a situation more or less peculiar to the postwar 
rehabilitation that Britain has had. 

Mr. Reep. She has built up her protection. Her tariffs are as high 
as ours. She is trying to force us with all her propaganda to adopt 
free trade. 

I thought perhaps you could enlighten me on that subject. 

Mr. Sirarp. Other than what I have said I have not studied the 
matter and T could not say. It seems to me, however, that if a nation 
is a poor nation, as Britain has more or less been since the war, that 
ating those circumstances they might well momentarily raise barriers 
which never existed before. 

I cannot believe that with Britain’s great background as a free 
trading nation that this development is anything but tecupondry be- 
cause I believe that the British firmly believe that their greatness at 
one time was based upon the lack of barriers and their trading abili- 
ties. I think that they will restore itself eventually. But certainly 
this country could not be compared to Britain in that respect. 

Mr. Rerp. There has been a great deal of testimony here that this 
trade agreement program w ould make the peace, that is, by breaking 
down all the tariffs, free trade would give us peace throughout the 
world. Do you believe that ? 
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Mr. Suarp. I am not sure I got you, Mr. Reed, but I believe you 
said that there is a great deal of testimony that it has broken down 
barriers ¢ 

Mr. Reep. No, I did not say that. 

Mr. Suarpr. I did not understand that. 

Mr. Reep. I am sorry I did not make myself heard. 

I asked: Do you believe that the free-trade program of low tariffs 
will bring about peace in the world ? 

Mr. Suarp. Well, I personally believe it, yes, I do. The major 
reason is because the freer the flow of trade between nations the freer 
the flow of peoples between nations. The freer the flow of people 
between nations, the greater understanding there will be between 
these peoples. 

Mr. Reep. Did that save Great Britain from wars during the 60 
years she was on free trade? 

Mr. Suarp. No, of course it did not; but it certainly did not bring 
the war either. 

Mr. Reep. Germany and England had a very large volume of trade 
prior to 1914. That did not prevent war, did it ¢ 

Mr. Suarp. It did not. 

Mr. Reep. That is all. 

The Cuarrman. Any further questions of Mr. Sharp? If not, Mr, 
Sharp, we thank you again, sir, for coming to the committee and 
giving us the benefit of your views. 

Mr. Swarr. Thank you, Mr, Chairman. 

The Cuarrman. Our next witness is Mr. Ross Connelly. 

Mr. Connelly, will you come forward and identify yourself for 
the record by giving your name, address, and the capacity in which 
you appear? 


STATEMENT OF ROSS CONNELLY, S. M. WOLFF CO., NEW YORK, N. Y. 


Mr. Connetty. My name is Ross Connelly. I am associated with 
S. M. Wolff Co., of New York. 

The Cuatrman. Mr. Connelly, will it be possible to conclude your 
statement in the 15 minutes allotted to you ¢ 

Mr. Connetiy. Yes, sir. 

The Cuamman. Without objection your entire statement will be 
included in the record in the event you exclude any parts of it. 

Mr. Connetiy. If you wish, I will submit the statement and cover 
just 1 or 2 points, Mr. Chairman. 

The Cuamman. Any way you want to proceed. You are recog- 
nized for 15 minutes. 

Mr. Connetiy. My name is Ross Connelly. I am an associate of 
the S. M. Wolff Co., of New York City. We are a relatively small 
exporting and importing firm. But being small our relationships 
abroad are close and personal. In the course of a year—and every 
year—our executives visit a great many countries. In our travels, 
always, every time, every place, the question arises from foreign 
businessmen : 

“What is your Government going to do to us this season?” 

Our tried and stock answer is: “Damned if we know but prepare for 
the worst.” A reply and apology, though not acceptable, at least 
tends to get their minds off the subject. 
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My firm is in favor of legislation to encourage expansion of foreign 
trade i in the national interest. That, of course, would benefit our own 
particular interests. But it would ‘benefit this Nation’s economy in 
the long run. And I repeat, it should be in the interest of the entire 
Nation. The legislation should not be designed to benefit specifically 
importers or exporters 5 nor should it give special assistance to any 
other types of business, interests or individuals. 

In matters of this kind, too frequently, not enough consideration is 
given the interests of the consumers. 

When imports are restricted, freedom of choice is limited. Also 
the further reduction of business competition is reduced—competition 
that benefits the consumer through lower prices, and in many, many 
cases in value received. 

The consumer receives the benefit from competition among domestic 
producers and sellers. Why should he be denied the same benefits— 
choice quality, price between domestic and foreign goods? We should 
permit our consuming public to gratify the w idest range of individual 
taste. Imports make av ailable to the consumer a wider variety of 
goods. 

In the American tradition, the consumer is entitled to the benefits of 
all types of fair competition. 

The American consumer is becoming a widely traveled individual. 
He is going abroad this coming summer in greater numbers than ever 
before. He is coming back with many new tastes, preferences and 
values that cannot be supplied at home. 

A large part of the responsible American press is advocating the 
administration’s program for foreign trade. Thoughtful paid-cir- 
culation readers are probably as well informed on the merits of this 
administration’s foreign trade program as we are ourselves. May I 
qualify that observation by saying that, small sectional clamorings 
aside, the American citizen and consumer wants to live in peace and 
in harmony and in trade with his foreign neighbors. 

What about exports? It certainly is significant that the decline in 
exports which began in mid-1957 is now marked. Many business- 
men and economists say this is a major factor in the present slump. 
Not surprising, as jobs provided by production for export and the 
sale and distribution of imports account for 7 percent of our 
employment. 

This loss embraces many fields. The world is producing larger and 
better agricultural crops. The energetic Germans and Japanese are 
selling products of plant and factory in foreign markets we con- 
sidered as perpetual franchises. The brilliant Italian departures in 
efficiency and design, in so many items, are finding acceptance in 
world markets where our brand names long held dominance. 

Why? Nodollars? Tosome extent. But ‘from the opinion of many 
businessmen engaged in foreign trade we are losing a great deal of 
foreign business now because of such attributes as service, quality, 
beauty, price, efficiency, and functional design. ; 

As in science, God in his wisdom rewards all diligent men with- 
out geographical distinctions. Subsidies or surplus export gim- 
micks will not bring these things back to our markets, principally be- 
cause the American consumer and taxpayer is becoming fed up with 
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these panaceas. What is required are hard thinking and planning, 
and hard selling work, and a stable Federal program for world trade. 

It is quite easy, and pleasant work indeed, to Fit a sample ba 
and call on business friends, or business firms of long dealing an 
standing, for sometimes these gentlemen give us orders, even when 
our prices are on an even basis with competition. But it is quite an- 
other matter when the prospective client has had a run-in with our 
national credit manager, or got fed up with the technical men and 
efficiency experts we sent into his plant, and whom we thought would 
help him and didn’t, or who feels that he ought now to give his busi- 
ness to a neighbor, who happens to be a blood relation. 

It’s a shock to learn that people don’t like us—and particularly 
when in the paraphrasing of. the popular song—we are “kind, pa- 
tient, generous to a fault, well-intentioned, and with the milk of 
human kindness by the quart in every vein.” All of us, by now, must 
realize that people abroad don’t love us. 

Our venerable Uncle Sam is pictured in trade circles abroad as a 
man with a gun. A blunderbuss, rammed full of GATT scraps, 
leaden escape-clause pellets, lethal lengths of 22 sections, and dumped 
odds and ends of surplus agricultural commodities. He is said to have 
a happy trigger finger and a wild eye. He hits a great number of 
innocent bystanders. His target, the hip wallet pocket, but usually 
the seat of the victim’s pants. 

Hasn’t the old gent ead done enough damage ? 

What do the business people abroad think of the common market? 
Will it work? In the countries concerned, we asked these questions: 

“Do you want this plan to work? Do you intend to do everything 
you can to make it work?” 

Yes, to both questions. Sincerely, deep in their hearts, they want 
the ECM to function. They admit its inconsistencies and injustices— 
but they believe that reason and time will correct them. These for- 
eign businessmen are sick with disgust over continental tariff wrangles 
and customs barriers. They hope to see this union a functioning, liv- 
ing, breathing, vigorous association. 

I was in Russia last October and November, on business for my 
firm. A short visit hardly gives one license to speak with authority 
on a country’s economic capabilities. However, even in that time one 
does see and hear many things he wouldn’t experience otherwise. 

Others have said we will be up against some rough competition when 
Russia lets loose her all-out campaign for the world’s markets. This 
could well be the understatement of the year. 

There is little doubt, now, that Russia has the resources, the tech- 
nical and productive skill, to accomplish just about anything she puts 
her energies and mind to, whether it be to farm, mine, or factory. 

We have heard and we have read that Russia is way behind the 
times and us, in design and styling, that her manufactured items while 
sound, are bulky and offensive to the eye. Perhaps, but time passes 
quickly and designers and stylists can be trained and inspired. One 
has only to see her S. R. O. ballet, with its artistry of color and design 
in scenery and costume, and grace in movement, to realize that here 
one a people who have creative imagination and a refined taste for 

eauty. 
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We have also heard, and read, that Russia lacks sales experience, 
when dealing with other than her satellite countries, no sales diplo- 
macy, and that we, on the other hand, have the sound and proved sell- 
ing techniques, the know-how, the savv y, the sales patter down pat. 

W ell, a cut price from the home office in the Kremlin can overcome 
a lack of sales sex appeal, to say nothing about making her drummers 
supersalesmen. 

he ice cream in Russia is excellent. It is a very popular dessert 
in hotels and restaurants. Also it is sold by vendors on the streets. 
She must produce and sell a large gallonage for one sees it selling in 
volume almost every place. And while the Russians have not sold ice 
cream, as yet, to the Eskimos, they are doing a brisk business with 
Muscovites on Moscow streets at 5° to 10° above e zero. 

Many of the countries the Soviet Union is wooing are sources of 
material we must import to assure the strength of our economy and 
defense machine. If Russia got these countries securely in her eco- 
nomic embrace, we likely would find our sources of vital materials 
shut off. That could happer n—and it would be dasastrous. 

In view of the prevailing situation, I firmly believe this country 
must prepare for long-term resistance to the ‘Russian economic of- 
fensive. This will require congressional veer’ al of long-term legis- 
lation that will encourage expanded trade between this country and 
our friends around the world. Surely that would be in our national 
interest. 

I would favor extension of the Trade Agreements Act for 5 years, 
as recommended by the administration. A longer period would be 
preferable. It would give our world trading nations helpful assur- 
ance for an extended period—an especially important consideration in 
view of the Soviet offensive. After all, the Russian trade missions 
are offering long-term deals. 

We need a long- term extension of the act for our own protection, 
without amendments that would destroy its effectiveness. It would 
give our negotiators more stability and flexibility with which to work 
during the formative years of the common mi: arket. We may find 
ourselves losing out later, when those six countries are trading more 
among themselves and less with others. 

We need stability of governmental regulation in foreign trade. 

Foreign trade, at its best, is a delicate mechanism which is influ- 
enced by many factors. Exchange, shipping, insurance, and bank 
credit are a few that must be arr anged for, sometimes m: iny months 
in advance. And, after conclusion, months go by before shipments 
are made and arrive in port. The witches’ brew of rumor, market 
fluctuations, delays, acts of God are bad enough for the buyer and 
consumer, but when government delays and wrangles and restricts, 
foreign trade becomes a costly bothersome business for everyone con- 
cerned, including government. 

I would say that, viewed from any angle, economic or political, this 
truly is a time for a progressive trade police y in the national interests. 

Thank you very much for permitting me to express my views. 

The Cuatrman. Mr. Simpson will inquire, Mr. Connelly. 

Mr. Stmpson. Mr. Connelly, surely you cannot mean that the people 
abroad do not love us after all we have done to help the world. 
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Mr. ConneE ty. It is surprising at the, I would say, almost resent- 
ment and feeling that one encounters among businessmen abroad. I 
do not know what the reason for it is. 

Mr. Staeson. What do you think we ought to do about it ? 

Mr. Connetty. Well, inasmuch as we are supposed to be the leader 
of the world, I think we should lead off with some of our trade con- 
cessions with the hope that the rest of the world will follow suit. 

Mr. Suupson. What we have remaining with us is, relatively speak- 
ing, so trivial compared to what we had when we started to trade off, 
it would seem to me they should have a pretty high degree of affection 
toward us if that is the way to get it. 

Mr. Connetty. I do think that we let the machine go along too long 
in those early days. 

Mr. Simpson. Do you think we ought to take from the law the escape 
clause ? 

Mr. ConnELLy. No. 

Mr. Suveson. Do you believe that once we make a concession and the 
foreign manufacturer, relying on that concession, builds up a plant 
to make a product, that it is proper for us to exercise the rights under 
the escape clause and clamp down on the imports of that product ? 

Mr. Connexty. I believe that our present schedule of tariffs are more 
than adequate in most instances to give protection. There may be a 
few instances where the present schedule is not adequate. The Tariff 
Commission is the proper body to consider questions of tariffs, rates, 
and injury from foreign competition. That is their business and I 
think they do it pretty well. 

Mr. Stmpson. You state in trade circles Uncle Sam is pictured as 
having a happy trigger finger and a wild eye. What do you mean by 
that? 

Mr. ConneE.Ly. I mean with the many countries we have gone into 
and many things we deal in we are guilty of many practices that we 
accuse others of. 

Mr. Stmpson. For example? 

Mr. Connetty. For example, the dumping of our raisins in the tra- 
ditional markets of Turkey and Greece. 

Mr. Stmpson. That is agricultural products ? 

Mr. Connetxy. California raisins were dumped in the traditional 
markets abroad of Turkey and Greece. 

Mr. Srtmpson. What would you have done with them? Why should 
we not sell them abroad ? 

Mr. Connetiy. There is no reason why we should not. By all 
means sell them abroad, the more the better, but I do not believe they 
should be dumped. 

Mr. Srrson. Do you call that a wild eye or trigger finger to sell 
that abroad ¢ 

Mr. Connetty. I should think that would be a little bit quick on 
the trigger. 

Mr. Simpson. What about other surplus agricultural products? 

You see, we sold a vast amount of agricultural products abroad 
this year. Some people would call it dumping. We took less than 
the world market price for some. 

Mr. Connetty. The Turks and Greeks said that we dumped our 
raisins in their markets abroad. Scandinavian countries, Holland, 
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and Switzerland say that we are dumping our butter, our powdered 
milk, and our cheese abroad. 

Mr. Srmpson. Do you agree with us or our Scandinavian friends? 

Mr. Connetiy. What I believe in is a liberal trade policy, as liberal 
as we can make it, taking into consideration the consumer and the 
interests of this country. I think we have a leading role. Our exports 
far outstrip our imports and I think we should zealously guard that 
position. 

Being leaders, I think we should really be a little bit liberal. We 
should really lead the parade. 

Now, the only thing I might say is that it is easy enough to de- 
termined injury. The Tariff Commission has on several occasions. I 
would say that if Congress is not satisfied with the findings of injury, 
why not appropriate the funds to enlarge the staff of the Tariff Com- 
mission, accounting investigators, analytical specialists. The Treas- 
ury and FBI make good use of accountants in arriving at the threat 
of injury. 

Mr. Srwpson. You are an exporter and importer ? 

Mr. ConneE.zy. Yes, sir. 

Mr. Stmpson. Are you limited to any one area ? 

Mr. Connetiy. These are our principal items, and practically all 
of them go into the manufacture of a finished product or in conjunc- 
tion with other American products. 

Figs, dates, cherries in brine, citrus peels in brine, shell nuts, nuts 
and shells, olive oil, garlic, canned pineapple, pineapple in brine, 
citron in brine, our exports are packing materials, tinplate, currently 
we are working on a project for frozen meat and, quite a large one, 
steel fabricated products. 

Mr. Stmpson. You think we should protect some of these industries 
here at home and build up here at home and build up here with 
respect to those groups which you import, the finished products? 

Mr. Connetiy. Well, sir, as far as I know, and I have been in this 
business quite a while, I know of no real injury; I really do not. Nor 
do I know of anyone that has lost any work or jobs for reason of 
imports. 

Mr. Stmpson. We have duties on those? 

Mr. Connetty. Yes; we have duties and we have escape clause and 
section 22’s and section 18’s and just about anything you can think of, 

Mr. Srmpson. You state that in answer to the question from foreign 
businessmen, “What is your Government going to do to us this 
season ?” you reply, “Damned if we know but prepare for the worst.” 

What do you mean by that ? 

Mr. Conne.iy. These items I said we deal in, we go to Portugal, 
Turkey, Greece, Italy, they buy figs, they have been hit by our sec- 
tion 22 in the past. We go to countries like Africa, for example. 
They have peanuts to sell, there is an embargo on them. We go to 
people in France, Turkey, and Italy who deal in walnuts. 

Well, we have duties, higher duties, escape clause, and whatnot. 

Then we go to Portugal, Spain, Italy, and Morocco, and they have 
almonds. We have high duties, quotas, and whatnot on almonds. 

We go to Spain and Turkey and we talk to people about filberts. 
Well, we have the same on those. 

We go to Italy and Spain, we talk citrus. 
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Mr. Srmpson. Are they afraid we are going to raise the duties? 

Mr. Conne.uy. Yes; they are concerned, really. I think they are 
alarmed over what is going on here. 

You take a small countrv like Portugal with possibly a half million 
dollars’ worth of figs to export to this country. They cannot under- 
stand why a country of this size would so get down to a small parcel 
of figs or fig paste that amounts to a half million dollars. It is just 
beyond their comprehension. So you see when they do ask us, we 
want to get down to business, so we just say, “Well, prepare for the 
worst.” 

Mr. Stmpson. Thank you very much. 

The Cuatrman. Any further questions of Mr. Connelly? 

If not, Mr. Connelly, we thank you, sir, for coming to the com- 
mittee and giving us the benefit of your viewpoint. 

Mr. Connetty. Thank you, sir. 

The Cuarrman. That completes the call of the calendar today. 

Without objection, the committee stands adjourned until 10 a. m., 
tomorrow. 

(Whereupon, at 4:15 p. m., the hearing was adjourned until 10 
a.m., Tuesday, March 11, 1958.) 
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TUESDAY, MARCH 11, 1958 


House or REPRESENTATIVES, 
ComMiTrTEE ON Ways AND MEaNns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHarmman. The committee will please come to order. 

Our first witness this morning is Mr. Richard F. Hansen. 

Mr. Hansen, please come forward and identify yourself for this 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT BY RICHARD F. HANSEN, CHAIRMAN, INTERNA- 
TIONAL TRADE AND TARIFF COMMITTEE, MANUFACTURING 
CHEMISTS’ ASSOCIATION, INC. 


Mr. Hansen. Mr. Chairman, my name is Richard F. Hansen. I 
am chairman of the International Trade and Tariff Committee of the 
Manufacturing Chemists’ Association, Inc., whose 170 members pro- 
duce more than 90 percent of the chemicals produced in the United 
States, I appear at the direction of the bean of directors to express 
its views on H. R. 10368 because it is a matter of concern to the entire 
industry. 

1. BACKGROUND 


To bring the provisions of the bill into focus, the duty reductions it 
would authorize must be viewed against the background of the sweep- 
ing reductions which already have been effected As you know, re- 
ductions to 50 percent of the levels then prevailing were authorized 
in 1934, and again in 1945. As a result, the actual average ratio of 
tariff collections to value of dutiable imports in the United States, 
which exceeded 50 percent when the 1930 rates were fully applicable, 
was reduced to about 12 percent by 1955, an average reduction for all 
dutiable imports of about 75 percent. (World Trade Information 
Service, United States Department of Commerce, pt. 3, No. 57-40, 

4, 

° (aE the Commission on Foreign Economic Policy (Ran- 
‘dall Commission) was able to state in 1954: 

* * * it seems clear by any test that can be devised that the United States is 
no longer among the higher tariff countries of the world. 

Nevertheless, the Commission recommended, and the Congress 
granted, authority to further reduce duties by as much as 15 percent 
over a 3-year period. 
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With the exercise of this additional authority, duty reductions pro- 
claimed under the trade agreements program have aggregated 78.75 
percent on thousands of products. Approximately 88 percent of the 
dutiable imports have had their applicable rate aes 

But other reductions have also been effected. 

It will be recalled that the Customs Simplification Act of 1956 
eliminated “foreign value” as a valuation base for imports, except 
where to do so would reduce the value (and the duty to be collected) 
by 5 percent or more. Since this basis of valuation was calculated to 
result in an average reduction of 214 percent on all imports subject to 
ad valorem duties, and a relatively small number of products has been 
excluded from its application, a large segment of the dutiable list has 
been subjected to further duty reductions of amounts ranging up to 
5 percent. 

And wholly apart from the reductions in rates and changes in meth- 
ods of valuation, the effective level of duties on all goods subject to 
specific or compound duties has been substantially reduced by the 
general rise in prices during the past 20 years. According to the Na- 
tional Industrial Conference Board (The International Economic 
Position of the United States, National Industrial Conference Board, 
1957, ch. G), 66 percent of the value of this country’s dutiable imports 
in 1956 was subject to specific rates of duty, an additional 5 percent 
was subject to compound duties. On all such goods, comprising 71 
percent of our imports, the ad valorem equivalent of the duties has 
fallen markedly as prices have risen over the last 2 decades. And 
where the applicable rates or values have also been reduced, the effect 
on the duties collected on imports of such products has been compouded. 

In summary, it seems clear that as a result of reductions in rates, 
changes in bases of valuation, and inflation, the ratio of actual average 
tariff collections to value of dutiable imports has been reduced by well 
over 80 percent. It now stands at the lowest level in the history of 
the United States. It is significant also that in 1956 dutiable imports 
exceeded duty-free imports for the first time since 1910. 

Regarding the effectiveness of the trade agreements program to date 
in promoting exports from this country, reasonable men may have 
serious misgivings. An analysis of the results of the Geneva negotia- 
tions in 1956 (Department of State Publication 6348, Commercial 
Policy Series 158, released June 1956) shows that the results of United 
States tariff reductions have hardly been reciprocal. It states that on 
the basis of 1954 trade, the United States obtained direct concessions 
on United States exports amounting to $398 million, and granted con- 
cessions on imports into the United States amounting to $753 million. 
Moreover, the concessions granted by the United States “consisted 
almost entirely” of actual reductions in duty, while concessions ob- 
tained by the United States included in part “bindings” by other na- 
tions: that is, agreements not to impose duties or not to increase exist- 
ing duties. A mere “binding” is a very dubious equivalent of an 
actual reduction. 

It will also be recalled that in 1955, at the time of the hearings of 
H. R. 1 (Public Law 86, 84th Cong.), when the actual average ratio 
of duties to value of dutiable imports was about 12 percent, it was 


1The International Economic Position of the United States, National Industrial Con- 
ference Board, 1957, ch. G. 
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stated repeatedly that it was the policy of the Administration to reduce 
duties moderately, gradually, selectively, and reciprocally. Request 
was then made for authority to make reductions on a selective basis, 
of not to exceed 5 percent per year for 3 years. Now that the time 
for the exercise of that oie is about to expire and the effective 
level of duties on many products has been reduced considerably more 
than the 15 percent then contemplated, H. R. 10368 proposes to ac- 
celerate both the pace and the extent of reductions. Instead of reduc- 
tions of 15 Pres it is now proposed to authorize reductions of 25 
percent, and instead of limitations of 5 percent per year, it is now 
proposed to permit reductions of 10 percent per year. 

It must be apparent to every member of this committee, as indeed 
it is to every domestic producer, that with each lowering of the ef- 
fective level of duties, it becomes increasingly necessary to limit the 
amount of further reductions and the speed with which they become 
effective. If 5 percent per year and an overall limit of 15 percent 
could fairly be called gradual and moderate in 1955, at the then level 
of business activity, clearly 10 percent per year and an overall limit 
of 25 percent can hardly qualify as either gradual or moderate at 
the present level of business activity. 

This, then, is the background against which H. R. 10368 must 
be appraised. 

2. LIMITATIONS ON FURTHER REDUCTIONS 


This association is on record as having agreed with the main fea- 
tures of H. R. 1, with certain changes which, it was hoped, would 
insure that the authority would be exercised gradually, selectively, 
and reciprocally. Our present position is predicated upon the way 
in which the trade agreements program has been administered, the 
extent of the reductions to date, the fact that some of the reductions 
are still to take effect, the present deteriorated state of business, and 
the effect of continuing inflation on nearly three-quarters of our 
dutiable imports. In our opinion, the President’s authority to reduce 
duties further should not be extended for more than 2 years and 
should not exceed the unused authority granted to him under the 
1955 Trade Agreements Extension Act. More specifically, the maxi- 
mum reduction permitted should be 10 percent, of which not more 
than one-half should be permitted to take effect in any calendar year. 

As to products which have already been the subject of reductions 
under the 1955 extension, the time has come for a breathing spell. 
As we have previously pointed out, these products have had tariff 
cuts of practically the full 15 percent and in some instances more, 
because of the rounding off of fractional rates. The chemicals in- 
volved, representing imports of approximately $40 million in 1954, 
appear to have been reduced the ful 15 percent. One-third of this 
reduction, however, has been in actual force for less than a year, and 
the final one-third has not yet taken effect. In our opinion, time 
should be allowed to adjust to the reductions already made without 
subjecting the same products to another round of duty cutting. 

Such an extension would, in general, preserve to the President the 
greater portion of the authority granted to him in 1955, According 
to the testimony of the Secretary of State, only “one-fourth of the 
authority granted to the President * * * has been exercised.” By 
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this the Secretary undoubtedly meant that one-fourth of all dutiable 
imports had sustained reductions. Accordingly, if the President 
is now given authority to reduce duties by 10 percent during an addi- 
tional 2- -year period, he would have available approximately three- 
fourths of the products which were subject to reduction under the 
1955 authorization. 

The Secretary’s analysis of the reduction under that authorization 
represents an averaging for all dutiable imports and as such does 
not bring out that chemicals have sustained reductions exceeding the 
overall average. 

According to the State Department’s analysis of the 1956 Geneva 
negotiations,” the proportion of all imports on which rates were cut 
to total dutiable imports was 16 percent. Using State Department 
statistics as to value of products on which concessions were granted * 
and Tariff Commission statistics* on value of duttable imports, the 
proportion of chemicals and related leita on which rates were 
cut to total dutiable products in this category was 23 percent. All 
of these figures were based on 1954 imports. Thus, the chemical 
schedule sustained reductions almost 50 percent greater than the 
dutiable list as a whole, and if chemicals are excluded from the total 
list, the discrepancy is even more pronounced. The chemical in- 
dustry, accordingly, considers that it has especially cogent grounds 
for not having products which have already been cut subjected to 
another round of cutting. 

We also wish to record our strong opposition to two other features 
of H. R. 10368, namely those which would (1) double the permissible 
annual reduction, from 5 to 10 percent and (2) permit arbitrary 
reductions ranging from 25 to 100 percent (ad valorem basis) on 
low-duty items under section 3 (a) (8) of the bill. 

Neither can reasonably be c: ulled moderate nor gradual, qualifica- 
tions which the President has recognized as sound. The second type 
of reduction is also based on the false assumption that rates of 12 
percent or less are already so low that they may be cut proportionately 
more than higher rates and in some instances almost obliterated. 


3. SAFEGUARDS AGAINST INJURY TO DOMESTIC INDUSTRY 


Congress has left no doubt as to its intention that duty reductions 
shall not seriously injure the domestic economy. Evidence of this 
intention is found in the peril-point, escape-clause, and national se- 
curity provisions. 

The peril-point procedure would better serve its purpose if domes- 
tic producers likely to be affected by proposed duty negotiations were 
given more informative notice of the contemplated action. We there- 
fore recommend that any further grant of authority to reduce duties 
be subject to the express condition that it apply only to products which 
are described specifically, rather than by class or category, in the 
notices and other documents pertaining to the negotiations. When 
the Trade Agreements Extension Act w as being considered in 1! 955, we 
urged that specific provision be made for tariff determination only 


2Department of State Publication 6348, Commercial Policy Series 158, released June 
1956. 

ee of State Publication 6348, Commercial Policy Series 158, released June 
1956. 

* Statistical Abstracts of the United States 1957, pp. 912-913. 
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on a selective and product-by-product basis. This was in keeping 
with the President’s statement that— 

* * * the program would be selective in application, for across-the-board revi- 
sions of tariff rates would poorly serve our Nation’s interests. 

The principle of selectivity has not been fully observed, at least as 
to chemicals, in the actual negotiations which have since taken place. 
In the 1956 Geneva negotiations, concessions were granted on broad 
categories of chemicals in “basket clauses,” such as those in paragraphs 
5 and 11 of schedule 1 of the Tariff Act of 1930. The description of 
the products covered by paragraph 5, for example, was so broad that 
domestic producers did not receive reasonable notice that their prod- 
ucts were on the auction block. 

In our view, the most serious deficiency in the existing safeguards 
is with respect to the escape clause. The degree of Congress’ interest 
in the escape clause is brought out by the meticulous care with which 
it has attempted to specify the criteria to be followed by the Tariff 
Commission in evaluating pleas by domestic industry for escape- 
clause relief. Section 7 (b) of the 1951 Extension Act and again 
section 6 of the 1955 Extension Act contained quite detailed enumer- 
ations of factors to be considered by the Commission in such cases. 
Nevertheless, relief to domestic industry has been almost unattainable 
under the existing law. 

Out of 73 applications for relief disposed of prior to August 1957, 
only 7 finally resulted in favorable action. A Tariff Commission find- 
ing that there is no ground for relief is, of course, final. However, a 
finding recommending relief, or an even division within the Commis- 
sion regarding the propriety of relief, is subject to review by the 
President. In his review, the President is not bound by the criteria 
established by Congress to guide the Commission but has unlimited 
discretion as to how he shall dispose of the matter. 

Presidential action in reviewing cases where the Tariff Commission 
recommended relief or divided evenly on recommended relief was as 
follows up to December 1, 1957: Out of 21 cases where relief was 
recommended by the Commission, relief was granted by President 
Truman in 3 out of 6 cases and by President Eisenhower in 6 out of 
15. Out of 5 cases of an even division within the Commission, relief 
was refused by President Eisenhower in each instance. 

We submit that Congress should be genuinely concerned that a pro- 
gram about which it has shown such deep interest should, in the last 
analysis, be controlled by factors so much beyond its reach. 

In the great majority of cases, the President’s overruling of the 
Commission was based upon a different valuation of the same economic 
criteria. It strains credulity to suppose that the President’s economic 
advisers are better qualified than the Commission to reach an informed 
opinion on the record made before the Commission. Any decision 
based on economic matters outside such record would appear to be of 
dubious propriety. Congress might well consider whether it should 
not have a voice as to how far the President may overrule Commis- 
sion decisions on the basis of the economic factors which Congress 
has so clearly entrusted to the Commission’s discretion. 


5‘‘The International Economic Position of the United States,” National Industrail Con- 
ference Board, ch, H. 
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A more difficult problem is presented where the President rejects 
a Commission recommendation on grounds of the national interest, 
such as the maintenance of friendly relations with nations which might 
be affected by an escape-clause adjustment. Undoubtedly, the na- 
tional interest, as well as purely economic factors, should be considered 
in the final disposition of such a case. Here again, however, Congress 
might well consider whether it should not have a voice in deciding | how 
far other considerations might outweigh the specifications written 
into the law. 

In our opinion, Congress should have a power of review where the 
President proposes not to give effect to a Tariff Commission recom- 
mendation for relief. In order that such review may be had with the 
necessary promptness, it might be delegated to appropriate committees 
to review and approve or disapprove as has been done in other connec- 
tions. The Ways and Means and Finance Committees are well quali- 
fied for this task; so would be a joint committee along the lines of the 
Joint Committee on Internal Revenue Taxation. Any of these could 
act with the requisite promptness even when Congress was not in 
session. If the President’s decision was based on grounds related to 
the national security, which could not be publicly disclosed, these could 
be communicated to the committees in confidence and considered in 
executive session. 

We accordingly propose that the President be required to report 
to a committee or committees designated by Congress any change 
which he proposes to make in a Tariff Commission recommendation. 
Such change would become effective unless within a designated period 
the committee or committees reaffirmed the Commission recommen- 
dation, in which event such recommendation would become effective. 

We also propose that the national security provision be strengthened 
to make clear that there should be in existence at all times an indus- 
trial potential capable of meeting war needs the instant they arise. 

Mr. Foranp (presiding). Does that conclude your statement, Mr. 
Hansen ? 

Mr. Hansen. Yes, it does. 

Mr. Foranp. Are there any questions? 

Mr. Eberharter will inquire. 

Mr. Esernarrer. Mr. Hansen, you have presented a very persua- 
sive statement. However, the chemical industry in the United States 
States exports a great deal, does it not ? 

Mr. Hansen. Yes, sir, it does. 

Mr. Esernarrer. By what amount do your exports exceed your 
imports, approximately? Do you have those figures? 

Mr. Hansen. In total volume, the exports would be several times 
as much, but the makeup of the products exported is quite different 
from those imported. It can be said that we export many agricultural 
products, but the fact that we export wheat would have no relation- 
ship to the fact that we might import currants or spices. They are 
different products. 

Mr. Ezernarter. Do you not think it might react back against 
your exports if we cut off any imports by higher tariff duties? 

Mr. Hansen. We have not advocated any increase in duty, Mr. 
Eberharter. This association, in the past 10 years or so that I have 
been acquainted with it, has never asked for any increase in duties. 
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Mr. Esernarrer. No, but you do not want to have any reduction 
in duties, either, do you? 

Mr. Hansen. We want any decreases to be selective and moderate. 

Our objection to the way the program has been administered is in 
the way it was handled fs, a basket clause under paragraph 5 of 
the Tariff Act was just thrown out, the whole basket, for reduction, 
when the report in advance was that the program was going to be 
Liatinlisesel aletivele: In one fell swoop they threw a couple of 
hundred products out for uniform, across-the-board reduction and 
treatment. 

We do not think that is appropriate. 

Mr. Exvernarter. Mr. Hansen, I gather the impression from what 
you have just said that you are not so much against a proper program 
of reciprocal trade agreements, provided it is properly administered 
according to the intentions of Congress. 

Mr. Hansen. Yes, sir, if it is moderate and selective and, if we 
get a fair shake on the concessions that are granted by other countries 
in exchange for what we grant, this association would not oppose it. 

Mr. Exernarter. I am glad to hear you say that. 

There has been a good deal of criticism as to the administration of 
this act during all the period in which it has been in effect since 1934, 
but the criticism seems to have mounted considerably in the last 4 or 
5 years, if I may say so. 

Thank you, Mr. Hansen. 

Mr. Foranp. Mr. Mason will inquire. 

Mr. Mason. I gather that the substance of your testimony is simply 
this: that you are judging the future by the past, as far as the ad- 
ministration of this program is concerned; and because it has been 
administered very badly and has not been reciprocal, not selective, 
not anything but, as you say, hodgepodge, in a basket clause, you are 
afraid that that is the way it will be administered from now on unless 
certain protections are placed in it. 

Mr. Hansen. Yes, sir; that is true. We can judge the future only 
by what has happened in the past. 

Mr. Mason. That isall, Mr. Chairman. 

Mr. Foranp. If there are no further questions, we thank you for 
your appearance, Mr. Hansen. 

The next witness is Mr. Robert P. Koenig. 

Is Mr. Koenig here ? 

For the purposes of the record, Mr. Koenig, will you give your name, 
address, and the capacity in which you appear. 


STATEMENT OF ROBERT P. KOENIG, PRESIDENT, CERRO DE 
PASCO CORP. 


Mr. Koente. Mr. Chairman, my name is Robert P. Koenig. I am 
president of Cerro de Pasco Corp., with offices in New York. 

I have been engaged in the mining of nonferrous metals in the 
United States and in Peru and of coal in the United States. By far 
the greatest portion of my business experience has been devoted to 
mining in the United States rather than abroad. 

Cerro de Pasco Corp. is an American enterprise, incorporated in 
New York, having approximately 6,200 registered shareholders, some 
95 percent of whom are Americans. 
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In Peru we are by far the largest employer, and our operations have 
an important impact upon the economy of that country. Our volume 
of sales of Peruvian products is currently about $50 million per year. 
We not only mine nonferrous metals in Peru, but own and operate 
the only smelters and refineries in that country. Our principal 
products are zinc, lead, and copper. 

Cerro de Pasco also has extensive activities in the metal fabricating 
field in the United States. Its wholly owned subsidiaries, Circle Wire 
& Cable Corp. and Fairmont Aluminum Co., located on Long Island 
and at Fairmont, W. Va., respectively, manufacture, in turn, copper 
wire and cable and sheet aluminum. win-Mathes Co., a division of 
Cerro de Pasco Corp., manufactures at Monsanto, IIl., a complete line 
of copper and brass alloy tubing, rods, and bars. These enterprises 
employ about 3,000 people and currently do a volume of business of 
about $58 million a year, slightly more than our Peruvian volume. We 
are thus not unfamiliar with industrial problems in the United States 
and abroad. Our net income in the past year was almost exactly 
divided 50 percent from Peruvian sources and 50 percent from United 
States sources. Tariff increases on Peruvian metals would hurt our 
earnings but concurrent increases on certain manufactured articles 
would help our earnings. 

I am here today, however, not primarily to discuss the questions 
which might help or hurt Cerro de Pasco’s earnings, but rather prin- 
cipally to add my voice to those who support the administration’s 
proposal for a 5-year extension of the Trade Agreements Act. Under 
this proposal the existing machinery for making specific tariff de- 
terminations would be maintained. In addition I do have one general 
suggestion with respect to the escape clause which I would like to 
place before the committee a little later in my testimony. I am sure 
the members of this committee will agree with me when I say that 
the complex problems arising on tariff questions very seldom, if ever, 
admit of easy solutions. Thus, I feel that the administration of these 
matters should be left with the executive branch of the Government 
so that all of the complex implications which our tariff actions may 
have upon our national and international policies can be dealt with 
by those who are concerned with these matters every day. 

In the administration of the escape clause, I think the lead and 
zinc case now before the Tariff Commission furnishes an excellent 
example of how complex these questions do become. I know the 
committee is aware of the escape clause case with respect to lead and 
zine on which the Tariff Commission is expected to issue its report 
shortly. 

Using this case as an illustration of how many factors must enter 
into the administration of the escape clause and the decisions which the 
President must make, I should like to discuss a number of questions 
which come to light in a case like this. 

One of the facts to bear in mind is that the prices of basic raw ma- 
terials like lead and zine have, for generations, fluctuated rather 
widely, depending upon whether the tone of the market was dominated 
by buyers or sellers. These fluctuations have been particularly violent 
in recent decades because of the impact of war and defense buildup 
demands upon the metal market. This impact led the United States to 
take a number of steps artificially to stimulate production of lead and 
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zinc as well as other nonferrous metals. Since these metals are inter- 
national commodities, these wide fluctuations have reflected conditions 
not only in the United States, but elsewhere as well. Not only does 
the artificially stimulated supply constitute an important cause of 
these wide fluctuations, but so also does the tendency of users to with- 
draw from the market when confronted with uncertain economic con- 
ditions such as those obtaining at present. These two factors underlie 
the temporary nature of the peaks and valleys in the price curve. All 
history confirms that the low and high points are never more than tem- 
orary phenomena. The point I wish to emphasize, Mr. Chairman, 
is that solutions having long-term implications such as tariff chan 
should not be considered as the Eaves approach to conditions basically 
of a temporary nature. It would tragic indeed, therefore, for the 
United States to use what inevitably is a shotgun approach to at- 
tempt to solve a situation which is bound to be temporary. 
arious statements have been made as to the degree of unemploy- 
ment created by the decline in demand for lead and zinc. Last fall my 
company, in conjunction with another producer, made a personal in- 
vestigation on the ground and we found, after consultation with 
employment offices in the States involved, that there were perhaps 
2,000 persons who had been separated from their jobs and who had not 
found employment elsewhere. The then Assistant Secretary of Labor, 
Mr. Rocco Siciliano, introduced testimony before this committee on 
August 1, 1957, in a table which approximately confirmed this figure. 
Data secured from the Bureau of Labor Statistics since Mr. Siciliano’s 
table was put on the record indicate that employment in lead and zinc 
mining industries, after having declined to 14,700 in November, 1957, 
has risen to 15,300 in December, on the basis of the Bureau’s pre- 
liminary figures. This December level is the same as that of August 
1957 and only 2,200 below the June 1957 level before prices began to 
decline. These figures should be looked at, Mr. Chairman, in the con- 
text of our overall unemployment, something like 5 million people. 

The proposed increase in duties on lead and zine would saddle upon 
the American consumer an additional cost variously estimated at about 
$60 million per year. This would represent a cost of $30,000 per unem- 
ployed miner. This illustrates quite well, I think, one of the pitfalls 
one has to watch for. 

It is obvious, of course, that most of these benefits would accrue to 
American low-cost presently operating lead and zinc mines as windfall 
profits. In this connection, it might interest you to know that one of 
our largest domestic producers of zinc, in a report which just reached 
my desk yesterday, stated that it has brought into production the last 
of three new zinc mines. Thus it is obvious that the really large and 
efficient zinc mines in the United States are not closing down. 

Incidentally, it may be worth noting that recovery of old lead 
from batteries and other sources substantially exceeds new lead mined 
in the United States. (See chart E-1 attached to this statement.) 
The junkies and secondary smelters that accomplish this appear to 
be doing quite well and, I would suppose, are not in need of any wind- 
fall profits which the increase in lead duties would bring them. A 
314-cent-per-pound increase in lead prices, which is what is being 
sought in this case, would bring to these secondary processors, or to 
their sources, a windfall profit of over $30 million annually. 








1682 RENEWAL OF TRADE AGREEMENTS ACT 


In almost all escape clause cases, including the lead and zinc case, 
there has been talk about low foreign costs, “particularly labor costs. 
This is a subject which engaged the attention of the Tariff Commission 
4 years ago, and I think the best evidence I can introduce is to quote 
from the Commission’s report of May 1954: 

Average costs of labor and supplies and materials per ton of crude ore mined 
by the Canadian and Mexican mines reported were somewhat higher than the 
average for United States mines. However, the ore mined by lead and zinc 
mines in Canada and Mexico (as well as ‘in other principal foreign countries 
exporting lead and zinc to the United States) has a much higher recoverable 
content of lead and zine than that mined in the United States. 

Testimony given before the Commission last November demon- 
strated that this was also the case in Peru and Australia. 

The Commission then comes to the obvious conclusion that— 
costs of labor and supplies per unit of recoverable metal at mines in Canada 
and Mevzico are lower than in the United States. * * * Average costs of labor 
and of supplies and materials per unit of recoverable metal contained in the 
ores mined or per dollar’s worth of products were much lower for lead and 
zine mines in Canada and Mewico than for those in the United States in 1952. 
[Emphasis partially supplied.] 

The Commission thus recognizes that the cost of producing a pound 
of lead or zine abroad is less than it is in the United States, not be- 
cause of lower labor and other costs per ton of ore mined, but rather 
through the gift of nature in richer ores. The United States once 
mined rich ores, too, but these have been progressively mined out in 
our country so that, as an average at least, we are working relatively 
low-grade deposits now. Moreover, with constantly rising cost of 
transportation many United States mines that are close to the center 
of consumption are relatively better off. The pertinent economic 
question, of course, is whether it is good public policy to support 
artificially the mining of high-cost, low-gr ade mines when low cost 
metal is readily available from abroad, to our consuming industries. 
From the standpoint of our standard of living, the answer, Mr. Chair- 
man, must be obvious. 

This particular finding illustrates how broad public policy enters 
into specific cases. 

What of the future of these two metals? Here again we find a 
good illustration of questions which usually arise in ‘administration 
of the act. I do not wish to take your time, Mr. Chairman, in intro- 
ducing at length the various uses of these metals which are diffused 
widely in industry, ranging from storage batteries and high-test gaso- 
line to diecasting and galv anized building materials. The easy way to 
look into the future is to glance at the charts which are attached to 
my statement, E-1, E-2, and E-3. If you will turn to these charts, 
I think you will share the thought with me that two things stand out. 
The first is that we cannot mine in the United States at : any reason- 
able cost enough of these metals to satisfy our needs, The second 
conclusion which stands out is that the demand for the metals, while 
fluctuating as I have pointed out, is tending upward, which is the 
case of all raw materials in this dynamic economy of ours. And 
certainly this general conclusion is the one taken by the Paley Com- 
mission in its report in 1952. 

There are no defense questions in this issue, as the Honorable Gor- 
don Gray has already testified before this committee on February 
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18, 1958, although these questions are frequently thrown in to confuse 
the issue. 

To illustrate another point in actions of this sort I would like to 
cite the debate as to whether, if the Tariff Commission recommends 
tariff increases on lead and zinc, such increases will in fact help the 
American marginal miner. From our experience, we do not think it 
will do so, at least in the near future. In 1954, President Eisenhower 
expressed similar views. In his letter to the chairman of the Senate 
Finance Committee and the chairman of the House Ways and Means 
Committee, he said : 


After a thorough review of the lead-zine problem, I am convinced that a seri- 
ous question exists as to the magnitude of the direct benefits that could be 
expected from the recommended tariff increases. The increase in duties would 
probably have only a minor effect on the price of lead and zinc in this country. 
There is a real question as to whether the tariff action would have important 
consequences in reopening closed mines. Moreover, the increase in tariff would 
most likely depress the prices of these metals outside the United States. 


Our own view is that the effect of increased tariffs in the framework 
of our present economic adjustment, will be to lower the world price 
and thus penalize our friendly neighbors. 

I should like now, Mr. C hairman, to turn for a few minutes to the 
implications of increasing the duties on lead and zine under the ad- 
ministration of the escape clause, upon our relationships with our 
principal suppliers of these two metals: Canada, Mexico, Peru, Bo- 
livia, and Australia. This illustrates how broad international rela- 
tions frequently, if not always, enter into escape-clause cases. 

The production of lead and zinc in Peru is approximately 30 times 
as important to the gross national product of that nation as is the 
case in the United States. It is 5 times as important to Canada and 
Australia and almost 10 times as important in Mexico. I hardl 
need remind this committee that Canada is a member of NAT 
Australia a member of SEATO, and Mexico, Peru, and Bolivia are 
fellow members with us in the Organization of American States, 
which has recently passed an unprecedented resolution expressing 
great concern over the prospective increase in duties on lead and zinc. 

If I had more time, Mr. Chairman, I would like to quote Dr. Milton 
Eisenhower, summarizing his visit to 10 South American Republics 
as the special representative for the President in 1953. With your 
permission may I insert in the record without taking the time to 
read what Dr. Eisenhower said at that time concerning our trade 
polic y? 

The Cuarrman. Without objection, that will be included. 

Mr. Koenic. Thank you, Mr. Chairman. 

(The statement is as follows :) 


Dr. Milton S. Eisenhower, in his report to the President on November 18, 1953, 
summarizing his visit to 10 South American Republics, had the following to 
say on this subject: 

“Unfortunately, the people of the United States do not seem generally to 
comprehend the full significance to us of stable economic relations with Latin 
America; moreover, some of our actions have caused leaders in those countries 
to adopt the mistaken view that we turn our attention to them only in times of 
crisis * * *, Our record is,such that, no matter how disturbed Latin Ameri- 
cans become over some of our trade and tariff policies, they do have considerable 
eonfidence in our basic fairness in the conduct of international trading. How- 
ever, this preponderant importance of United States consumption as regards 
so many Latin American products is precisely the reason why our actions, 
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however minor they may be in our view, can have such significant effects on 
the economics of other republics in the Hemisphere.” 


* Eg * * * * & 


“Everywhere leaders expressed concern about our future tariff policies. They 


pointed out that they are paying customers, and therefore they feel that the 
United States should welcome imports from them. They spend in United States 
markets most of the dollars thus earned. 


“Serious apprehension was expressed over measures introduced in our Con- 
gress which would increase restrictions on United States imports of petroleum, 
lead, zinc, and fish. The possibility of further restrictions on wool and other 
agricultural products concerns them. They have, we found, a real appreciation 
of the problems of our domestic producers of these products, but they are nervous 
about what they believe to be a tendency in the United States to increase tariffs 
on these and other products. 

“Wherever we went, leaders of South America asked that we urge upon our 
Government and people the need at least for stability in the rules of interna- 
tional trade. There can be no doubt that they would be greatly injured 
economically, and their friendship and faith in us weakened, if we did less than 
stabilize the measures which affect their trade with us.” 


When the President went to the meeting of the NATO heads of state 
in Paris recently, he said— 


the time has come for an enlarged individual and cooperative effort to advance 
the development, trade, and well-being of the less developed countries of the 


free world. 

Every effort which he made there and every message which he has 
sent to the Congress on economic matters since, has emphasized the 
importance to us of an expanding trade relationship with the free 
world, particularly as a countermeasure to the greatly stepped up 
efforts in the field of trade and aid by the Soviet bloc. In the face of 
such policies the administration should study any action seriously 
adverse to the interests of a NATO country, not to mention a member 
of SEATO. 

Concern has been expressed at the increasing number of trade 
missions between the Soviet bloc and Latin America. This illustrates 
once again how escape-clause actions may have wide implications. 

May I say a word now, Mr. Chairman, about the effect of this sort 
of action on exports of American goods, which provide in the aggre- 
gate over 4 million American jobs. I think the simplest figures to 
give you are the position of our 1956 exports to the countries involved 
which those countries paid for by exports of lead and zinc to us in 
1956. They are very startling figures. They start with 26 percent 
in Peru. In other words, over a quarter of our exports to Peru are 
paid for by our purchases of lead and zinc. The next is 20 percent 
for Australia. Bolivia is 13 percent, Mexico is 6 percent, and Canada, 
because of its huge volume of imports from us for a total of almost 
$4 billion, is 1.6 percent. Let every exporter to those four countries 
ponder these figures. I daresay that there are almost no States in the 
United States which do not participate in our export trade to one or 
more of these countries, particularly, of course, in the form of finished 
goods, machinery, equipment, trucks, transport facilities, and so forth. 

The coming into effect of the common market with six western 
European countries, should be carefully weighed in cases like this. It 
has set the stage for a new face for Europe. This development signals 
that we will be in increasing competition with the rising productivity 
of the common-market countries not only in the international game 
of selling products, but in the international game of providing our- 
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selves with our needed raw materials. Add to this the outspoken 
advocac by Sir David Eccles, president of the United Kingdom Board 
of Trade for opening the British market and turning increasingly 
away from protectivism, Finally, Khrushchev’s dramatic reorienta- 
tion of Soviet international economic relations. I am sure this com- 
mittee has heard many times his statement : 


We declare a war. We will win over the United States. The threat to the 
United States is not the ICBM, but in the field of peaceful production. We are 


relentless in this and it will prove the superiority of our system. 

I have made use, Mr. Chairman, of the pending lead and zinc case 
to illustrate what I said before, that the administration of the Trade 
Agreements Act, especially of the escape clause, necessitates careful 
study and knowledge of a very wide variety of facts and implications, 
and this can best be accomplished through experienced administrators 
in the executive branch of the Government. As I said before, even at 
best these matters are very difficult to resolve with consummate wis- 
dom. The overall interest, and not the interest of any particular 
group or groups, lies very clearly in going forward with our reciprocal 
trade program with our trading partners in the free world. 

Now, if I may, I would like to throw out one thought with respect 
to the proposed legislation which is now before you. I hope it may 
be useful in stimulating discussion in the committee. The thought 
is well illustrated by the pending lead and zinc case, which I have 
taken some pains to describe heretofore. 

The present escape-clause language makes no distinction between 
questions arising from the importation, on the one hand, of raw ma- 
terials of which the United States cannot possibly be self-sufficient and, 
on the other hand, other items of which this may not be said. It 
seems to me that wise and forward-looking public policy really re- 
quires that such a distinction be made, for the United States is, in spite 
of all hopeful statements to the contrary, rapidly becoming a nation 
which must depend upon imported raw materials. 

Here, it seems to me, we ought to think more about that forgotten 
man, the consumer. We could quite easily penalize our standard of 
living, the productivity of our immense industrial machine, and even 
the political future of the country if we allow ourselves to, as David 
McDonald has said on this very issue, be “suckered into” a policy of 
cutting off our nose to spite our face. Whatever may be the temporary 
situation, we need imported lead, zine, copper, manganese, rubber, 
tin, and a host of other items. We will always need them. I believe 
the legislation before you should be studied to see whether the Tariff 
Commission should not be given some guidance so that it need not 
recommend the imposition of restrictive trade mechanisms such as 
tariffs or quotas with respect to those items that are needed in sig- 
nificant amounts, for our long-term prosperity, and especially should 
the Commission take into consideration the oft-forgotten interest 
of the consumer. 

Thank you very much, Mr. Chairman, for listening to my views. I 
should be most happy to try to answer any questions which the mem- 
bers of the committee might wish to ask. 

The CrarrMan. Without objection, the material appended to your 
statement will be included in the record at this point. 

Mr. Koenta. Thank you, Mr. Chairman. 
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(The charts referred to above are as follows:) 


Anwex E-1 


Back in the twenties, United States mine production of lead was ahead of 
secondary recovery by a ratio of nearly 3 to 1. Since then, as the chart above 
shows, mine production has eased downward from the peak in 1926 while 
secondary recovery has risen sharply, even surpassing mine production. 
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ANNEX H-2 


Traditionally, United States consumption needs for lead were filled in part by 
imports of lead in concentrates. However, as mine production and secondary 
production lagged behind sharply increased demand for lead, imports had to be 
increased to a much greater degree. From 1920 to 1924, imports of lead in 
concentrates accounted for only 8.7 percent of United States smelter production. 
But by 1957, this proportion had risen to 23.8 percent. Moreover, from an 
exporter of pig lead in the twenties and thirties, the United States has become 
an importer. In 1957, imports of pig lead accounted for almost one-fifth of 
United States consumption. Altogether, imports of lead in concentrates and 
pig lead accounted for 38 percent of United States lead consumption in 1957. 
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ANNEX E-3 


As the chart below shows, United States consumption of zinc has risen sharply. 
In the past, United States mine production plus secondary recovery was enough 
to take care of domestic needs. But since 1939, as mine production and sec- 
ondary recovery failed to keep pace with America’s demand for zinc, imports 
of zine in concentrates grew rapidly. In 1957, such imports represented well 
over half (58 percent) of United States smelter production of slab zinc. In 
addition, imports of slab zinc have also risen sharply. Together, imports of 
zinc in concentrates and slab accounted for 64 percent of United States 
consumption. 
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The Cuarrman. Are there any questions of Mr. Koenig? 

Mr. Mason will inquire, Mr. Koenig. 

Mr. Mason. I gather that you do not favor the escape clause very 
much. 

Mr. Kornic. That is a technical problem, Mr. Mason, which is some- 
what without any province of mine. But in general, I do not favor 
the escape clause the way it is presently constituted. I think that the 
esca lube amended in accordance with the suggestion I made to- 
ward the latter part of my statement might be more workable. 

Mr. Mason. And the amendment you suggested was an amendment 
to give the Tariff Commission instructions not to push that escape 
clause very much. Was it not? 

Mr. Koenic. On things that the United States will of necessity 
have to import and which it will have to continue to import into the 
foreseeable future. 

Mr. Mason. You have large interests in Peru in the production of 
zinc and lead. Would you not say that those interests there, or the 
necessity for importing them, rather colors your views on this matter 
of trade and tariff 

Mr. Koente. Sir, if I might say so, I have always been a moderate 
on trade and tariffs, even before I became associated with this enter- 
prise in Peru. 

Mr. Mason. Did you not testify against the escape clause in 1951 
before the Tariff Commission ? 

Mr. Kornia. No, sir. I testified before the Tariff Commission only 
in November of this year, when an escape-clause action was before 
that Commission, sir. I have never testified previously. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Foranp (presiding). Are there any further questions / 

Mr. McCarthy will inquire. 

Mr. McCarrury. Mr. Koenig, I do not see in your testimony any 
statement as to what has happened to production of lead ol zinc 
in Peru and in the countries outside of the United States who supply 
the world market. Have they reduced production ? 

Mr. Korenic. Yes, Mr. McCarthy. There has been a reduction in 
production of lead and zinc in countries outside the United States. 
Specifically, the company with which I am associated has reduced its 
production of nonferrous metals about 714 percent as related to the 
production actually attained in 1957. The large Australian pro- 
ducers in the Broken Hill district have reduced their production by 
cutting the workweek. Certain mines have been shut down. For 
example, in Germany one of the big zinc mines near the Cologne 
area was shut down within the last few months. In Mexico, there hes 
been a rather pronounced reduction in production. The statistics of 
zine production are beginning to reflect the results of this reduction 
of production. 

Mr. McCarrny. Could you tell me what has happened to the market 
in other countries than the United States? 

Mr. Korenic. The market on a volume basis in the other countries 
has, up to the present time, held up much better than it has in the 
United States, sir, particularly the Western European countries. 

Mr. McCarrny. It has held up? 

Mr. Koenic. Yes, up to the present time. But I do not want to 
forecast anything in the future. 
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Mr. McCarruy. Even in countries that do have some mining of 
their own ? 

Mr. Korntc. That is right. But Western Europe also is a net im- 
porter of lead and zinc. 

Mr. McCarrny. I have another question. In your statement you 
suggested that the tariff increases were not really a long-term solution 
to this problem, particularly in a period of recession, that an increase 
of tariff would have an adverse effect on the economy of the United 
States. r 

Have I interpreted your remarks correctly ? 

Mr. Kornte. Yes, sir. 

Mr. McCarruy. Would you make any suggestion as to how we 
might in the long range solve this problem ? : 

Mr. Kornte. In the particular case of lead and zinc, I am a believer 
in a relatively free market on that, letting the marginal mines, which 
are mostly the smaller mines, old and tired and wornout mines, just 
go out as mines do. Mines have a way of becoming depleted. The 
grade of the ore tends to diminsh as their life progresses. They be- 
come less profitable producers and let them go out of business in the 
normal course of events, just like other businesses do when they be- 
come obsolete. 

The very fact that new mines are being opened in the United States, 
as I mentioned in my testimony, is an indication of the fact that there 
are new reserves being opened up which are subject to mining by 
modern, high quality, high productivity methods, and mines which 
are being opened up by people who are experts in the field, who expect 
to make money by so doing. 

Mr. McCarrny. It is your opinion, then, that what is proposed in 
the 314-cent per pound increase, if it is effective at all, would be a 
very expensive kind of unemployment insurance ? 

Mr. Koente. Yes, sir. 

Mr. McCarruy. And it might not even be effective in the way of 
restoring jobs to those 2,000 miners who are now out of work? 

Mr. Koenic. That is a difficult thing to say, Mr. McCarthy. But 
certainly it would be a penalty to the American consumer and, to a 
certain extent, the American exporter of products that use these 
metals. 

Mr. McCarrnuy. And it would have in its own way a depressing 
effect upon the economy generally ? 

Mr. Koente. I should think so, sir. 

Mr. Foranp. Are there any further questions ? 

Mr. Simpson will inquire. 

Mr. Srtmprson. Mr. Koenig, do you ship your product all to the 
United States? 

Mr. Koenre. No, sir. 

Mr. Stmpson. Where do you ship it ? 

Mr. Koentc. We sell on a worldwide basis, pretty much. We sell 
depending upon the demands of the market. But I was in Greece 
recently. I went to a small metal fabricating plant in Athens, and 
there I noticed some of our zinc available, that they bought through 
a dealer in Western Europe some place. So we ship on a fairly wide 
basis. 

Mr. Srmpson. You ship to Western Europe? 
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Mr. Kornic. Western Europe. We ship some to South America, 
to other countries in South America. We have occasionally shipped 
to India. 

Mr. Srupson. Then you ship some into the United States? 

Mr. Koenia. Yes, sir. 

Mr. Stmpson. What do you do with that which you ship into the 
United States? 

Mr. Koenig. We ship metal into the United States in the form of 
refined metal which we sell to consumers, and we also ship zinc in the 
form of concentrates into the United States which are smelted by 
others in the United States. 

Mr. Stupson. Do you fabricate some of this yourself, smelt it here, 
or some of the companies in which you are interested ? 

Mr. Kornia. We do not smelt any metals or refine them in the United 
States. We use in the United States a substantial portion of the 
copper we produce, some lead and some zine in our fabricating 
companies. 

Mr. Stupson. To manufacture what ? 

Mr. Korntc. Galvanized steel, 

Mr. Suwpson. Copper wire? 

Mr. Koenic. Copper wire, copper tubing, brass rods. 

Mr. Stmpson. Copper tubes and tubing? 

Mr. Koenie. Yes, sir. 

Mr. Stmpson. Brass tubing ? 

Mr. Kornta. Yes, sir. 

Mr. Srurson. Seamless brass tubes ? 

Mr. Koenta. Yes, sir. 

Mr. Stmpson. Insulated wire, copper wire and cable? 

Mr. Koente. Yes, sir. 

Mr. Srwpson. Over in Europe, when they get your product over 
there, what do they do with it? Make the same things? 

Mr. Koenta. The same things, yes, sir. 

Mr. Stmpson. Do you favor having them have a free market in the 
United States to ship that product from Western Europe into the 
United States without duty protection here? 

Mr. Koentc. No. We are proponents of the concept, Mr. Simpson, 
that should there be a duty on metals, there should be concurrently a 
duty of the same general order of magnitude on the metal content of 
fabricated products. 

Mr. Srmpson. I believe you favor the continuance of the tariff pro- 
tection on those items I mentioned, copper wire and cable? 

Mr. Koentc. No, sir. As long as there is a duty on certain of the 
metals like lead and zine, then we think that on products containing 
lead and zinc there should be a comparable duty. But as far as copper 
goes, we are perfectly happy to life without any duty. 

Mr. Stmpson. Would you like to have the tariff taken off insulated 
copper wire and cable? 

Mr. Korentc. It would make practically no difference to us eco- 
nomically, sir. 

Mr. Stwpson. Would you like to have the duty taken off copper 
wire ? 

Mr. Kornta. We would not mind. 

Mr. Stupson. Seamless copper tubes and tubing ? 
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I am searching out some items that our negotiators might trade off 
for still lower tariffs. You are now protected on those items, and you 
are advocating on behalf of your company that this protection be 
removed. You are doing a service if you really mean that. 

Mr. Koenie. Yes, I really mean that, Mr. Simpson. 

Mr. Srmpson. How about brazed brass tubes? You have a 6 cents 
per pound tariff re there. 

Mr. Koenic. That is right. At the present time, actually there is 
a chaotic state in the prices upon which copper is traded in the various 
markets all over the world. Because of the lower price of copper 
available in Europe, the Europeans are able to import and jump the 
tariff barrier. If this rather chaotic condition in the price of copper 
should end, which we all hope it will, then our producers over here 
should be able to compete on an even basis. 

Mr. Simpson. Of course, I have to take these as they are today. With 
respect to these other items, you said you would favor removing the 
tariff. I ask you now, do you favor removing the tariff of 6 cents 
per pound on brazed brass tubes /—keeping in mind that the raw cop- 
per duty is suspended at the moment. 

Mr. Koenic. That isright. Well, I would not mind. 

Mr. Simpson. And how about the seamless brass tubes? Would you 
advocate the removal of the 2 cents per pound there / 

Mr. Koenic. Yes. 

Mr. Srarson. What about sheet aluminum, where you have a tariff 
of 2.7 cents a pound / 

Mr. Korenic. On sheet aluminum at the present time, the price of 
aluminum in the United States is higher than the prices in Europe, 
and there is also a duty on aluminum metal coming into this country. 
So to the extent that those duties are more or less at parity, I would be 
for the maintenance of the duty on aluminum sheets as long as there is 
a duty on aluminum metal. 

Mr. Srupson. Would you favor retaining a duty on aluminum sheets 
and favor the removal of the duty on these other products ? 

Mr. Koenig. Yes; because at the present time there is no duty on 
copper metal, while there is a duty on aluminum metal. 

Mr. Suvpeson. And you are interested in both those businesses. It 
would be to your profit to maintain the duty on aluminum sheets. 

Mr. Koentc. Yes, sir. And there is a duty on aluminum metal. 
Should the duty on aluminum metal be taken off, I would be perfectly 
willing to compete in the United States with aluminum sheets with no 
duty. 

Mr. Smrson. But in order to protect your own industry and jobs for 
your workmen, you do want protection continued on the aluminum 
sheets ? 

Mr. Koenie. Yes, sir. 

Mr. Srupson. And because, if you are able to import vour lead, zine, 
and copper without a duty, it will be advantageous to you, you 
favor removing that duty; is that correct ¢ 

Mr. Koenta. Yes, sir; I would favor removing that duty or at least 
maintaining it at parity. 

Mr. Srupson. So it is a matter of what is beneficial to vou that in- 
fluences your position before the committee / 
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Mr. Kornic. Yes; I think that is a reasonable assumption. 

Mr. Simpson. I would just observe that in most every instance, 
whether it is a farm producer, importer, or exporter who testifies here, 
he has his own personal interest pretty much at heart. 

Mr. Korenie. Yes, sir; toa varying degree. 

Mr. Srmpson. I do not criticize it, because it is the way I would do 
it, too, peorenly, I am trying to look after the unemployed worker 
up in the central part of Pennsylvania and elsewhere who has lost 
his job because we have been importing so many products which have 
put him out of a job. 

Mr. Kornie. Yes. 

Mr. Stmpson. You do not criticize me for looking after him; do you? 

Mr. Koenia. No, sir. 

Mr. Simpson. I would rather see you a little more concerned about 
unemployed Americans here in the mining industry, and I am given 
figures which indicate that your estimates are pretty low as to the 
number that are unemployed as a result of lead, zinc, and copper 
coming in. 

That is debatable. 

Mr. Koenia. That is debatable ; yes. 

Mr. Srmpson. Thank you, sir. 

Mr. Korenic. Thank you, sir. 

Mr. Foranp. Mr. Eberharter. 

Mr. Exsernarter. Mr. Koenig, I think the most important testi- 
mony you gave this morning was to the effect that it is your opinion 
that these distinct matters relating to various products, imports and 
exports, can best be handled by the executive branch of the Govern- 
ment, because they work with them from day to day, devote their 
whole lives to them, practically, and they are more capable of handling 
specific problems than the Congress as a whole, which has many other 
duties. Isthat your idea ? 

Mr. Koente. Yes, sir. 

Mr. Esernarrer. Thank you very much. 

Mr. Foranp. Are there any other questions ? 

Mr. Byrnes. 

Mr. Byrnes. Mr. Koenig, I want to be sure I understand the im- 
plications of your statement, particularly on page 13. 

Do I understand correctly that it is your attitude that we should 
adopt a different policy in be age to the importation of those items 
on which we are not completely self-sufficient as compared to those 
in which we may be self-sufficient ? 

Mr. Koenig. It is a suggestion which I have thrown out before this 
committee for the purpose of perhaps stimulating discussion within 
the committee. 

Mr. Byrnes. You are contending, though, that what we should do 
if we are not a self-sufficiency, in other words, if we are dependent 
to some extent upon imports, is that we might just as well adopt a 
policy which will make us completely dependent on exports? 

Mr. Koenta. No, sir. That does not necessarily follow, because I 
am convinced in my own mind, at least in respect to lead and zinc, 
that there will be very substantial quantities of lead and zine mined 
in this country. 

Mr. Byrnes. But there would also be some of it that would not be 
mined would it not, if we simply ignored the plight that some of our 
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mines are placed in as a result not so much by reason of the quantity 
imported, but by reason of the price at which it is imported? Is that 
not correct? 

Mr. Koente. Yes; it isa difficult thing to calculate what it would be. 
If there be a differential in price in favor of the United States pro- 
ducer, at any one given time you cannot say how much additional pro- 
duction there will be from the United States at that price. But the 
production of both lead and zine within the United States, as shown in 
the graphs that I have attached to my testimony, indicate that there 
has been a long-term downward trend in the production of these 
metals, even in times of high price. 

Mr. Byrnes. But just because we have some dependence on imports, 
do you not think that we have a responsibility to try to prevent a de- 
terioration of the situation, so that we do not become more dependent ? 

Mr. Korentc. Mr. Byrnes, that is hardly a question of which is white 
and which is black. For example, to what extent do you protect the 
mining of low grade and uneconomic mines—and “uneconomic” is 
defined as unable to compete on a worldwide basis with other mines— 
and jeopardize the consumer at the same time? That is a highly tech- 
nical and involved economic problem, beyond my knowledge to answer 
specifically. 

Mr. Byrnes. Do you not agree that there are security problems in- 
volved in the matter of how dependent you become, in addition to the 
economic problems? I think there are economic problems, too. If 
you become dependent upon outside production completely, then you 
are at the mercy of anything they decide to do, pricewise. 

Mr. Koentc. Mr. Byrnes, I should like to bring to your attention 
several things. 

The first is that the Honorable Gordon Gray said that lead and zine 
is not a defense problem. 

Second is that at the beginning of World War IT, the United States 
started with practically insignificant visible stocks of both lead and 
zine, and during World War IT it consumed very large quantities of 
both of those metals, but at the conclusion of World War IT, it ended 
up with very large available stocks of both of those metals, notwith- 
standing the high level of consumption during that period. 

So that, counled with the fact that there are large sources of lead 
and zine in neighboring and friendly countries such as Canada and 
Mexico. which are part of the North American continental land mass, 
makes the security problem and the defense problem one which I con- 
sider at least to be of relatively small importance. 

Mr. Byrnes. The only reason I am asking these questions is because 
T have always had a feeling that our policy should not make us more 
dependent but should attempt to make us more indenendent, and the 
net resrIt would be for the benefit of the people of this country. 

Mr. Koente. Yes. sir. 

Mr. Byrnes. And I think that that is the net result, to make yourself 
as independent as possible. We certainly try to do that in our daily 
lives. 

Mr. Koentca. Without at the same time protecting American in- 
dustry to the point of pricing ourselves out of the market on the 
consuming end. 
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Mr. Byrnes. I think we can get to extremes in any discussion of 
this subject, but I was very concerned because I thought that what you 
were suggesting here on your page 13 was that if we are not self- 
sufficient, then we had better treat those items in a different category 
and not be very concerned about what we do with respect to the pro- 
duction which we do have. 

Mr. Kornic. Or perhaps less concerned. 

Mr. Barnes. If that is the philosophy we are going to take and 
accept wholeheartedly, it leads to a situation in which we say that 
if we are not self-sufficient, we might just as well be wholly dependent. 

J think that would be a very dangerous trend. 

Mr. Koentc. Yes; I agree. 

Mr. Foranp. Mr. McCarthy will inquire. 

Mr. McCarruy. I would just like to make one point. 

Mr. Koenig, as I understood it, you said you did not want any 
protection for the fabricators as such, but only in cases in which the 
raw materials were subject to a special duty into the United States, 
which might not be the case with others who were fabricating abroad 
and then shipping into the United States. 

Mr. Kornta. Yes, sir. 

Mr. McCarruy. That is correct; is it not? 

Mr. Koenia. I should like to have the duties on both metals and 
fabricated pieces be on parity. 

Mr. Foranp. Mr. Curtis will inquire. 

Mr. Curtis. I would like to anki a little inquiry in regard to the 
average cost of labor, supplies, and materials that you mention on 
pages 6 and 7, and I will limit my questions to your operations in 
Peru, because you would have the data on Peru, I believe. 

What is the average hourly wage paid miners there? 

Mr. Koenta. The average hourly wage in Peru, including the social 
benefits, is around 40 cents, American money. But that has to be 
coupled at the same time with the figure on productivity. 

Mr. Curtis. I will take care of that. I am breaking this down. I 
appreciate your argument, but I am trying to get some figures from 
my own standpoint. Of course the productivity is important. But 
it runs around 40 cents an hour. What is the average workweek there ? 

Mr. Kornia. Six 8-hour days. 

Mr. Curtis. Do they work 8 hours 6 days a week? 

Mr. Koente. It is a 48-hour week; yes. 

Mr. Curtis. How does that compare with other wages in Peru? 
Is that generally higher or lower ? 

Mr. Koenie. It is the highest average wage rate paid in Peru. The 
mining industry pays the highest wage. 

Mr. Curtis. What is the amount of capital investment per miner in 
Peru? 

Mr. Koenta. I would be glad to furnish that to you. I do not have 
it in my figures here. 

Mr. Curtis. I would like to get that, and also the amount of capital 
investment per miner required in the United States in the mining 
industry. Maybe I can get at it the other way. I would like that 
figure, incidentally, if you would supply it for the record. 
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Mr. Koenie. I can do it in respect of our operations in Peru, Mr. 
Curtis, but I do not think I could do it in respect of operations in the 
United States. 

Mr. Curtis. The industry must have some sort of estimates of the 
average amount of capital per miner. 

Mr. Koenie. If it has, I am not familiar with it. I will try my 
best to get it, but I am not familiar with any such figure. 

Mr. Foranp. You will tr y to furnish that figure for the record? 

Mr. Koenie. Yes, sir. 

(The figure referred to is on p. 1697.) 

Mr. Curtis. Maybe I can get at the same thing another way. 

Do the Peruvian miners in your operations there have the same 
type of mining machinery and equipment that we do here? 

Mr. Korentc. Yes, sir.’ We have modernized and mechanized the 
mines there to the extent possible permitted by the geological and 
physical character of the ore deposits. 

Mr. Curtis. Then, as far as the use of machinery and capital in- 
vestment are concerned, the operation is similar. Is that right? 

Mr. Koenie. Yes, sir. 

Mr. Curtis. How long has your company been operating in Peru? 

Mr. Koente. Since 1902. 

Mr. Curtis. Just taking since World War II, what has been the 
picture on increased wages paid the Peruvian miners? 

Mr. Koentc. Since World War II, the wages have more than dou- 
bled as related to dollars, as translated into American dollars. 

Mr. Curtis. Has there been an inflation in Peru, or would that 
actually be an increase in purchasing power of the miners? 

Mr. Kornte. There has been a vast increase in purchasing power. 
There has been an inflation in Peru as there has been in most of the 
world. The Peruvian inflation has been somewhat accelerated over 
that in the United States, but I am translating it back into real dollars. 

Mr. Curtis. But translating it into purchasing power, you would 
say that their purchasing power has increased, too? 

Mr. Koenia. Yes, sir, markedly. 

Mr. Curtis. In other words, you would make the claim that your 
operation in Peru has in past years raised the living standards of 
the Peruvian people ? 

Mr. Koenia. Yes, sir, the living standards, the educational stand- 
ards, the health standards, and almost everything else that enters 
into a standard of living. 

Mr. Curtis. I have one other question. 

Do you know the per capita figure as to the gross national product 
in Peru? 

Mr. Koente. No, sir; but I would be glad to furnish it. 

Mr. Curtis. Thank you. 

(The figures referred to above are in the following letter :) 

CERRO De Pasco CorP., 
New York, N. Y., March 21, 1958. 
Mr. Leo H. Irwin, 
Clerk, Committee on House Ways and Means, 
House of Representatives, Washington, D. C. 
Dear Mr. Irwin: Following my prepared statement before the House Ways 


and Means Committee on March 11, 1958 in connection with the hearings now 
being held with respect to the extension of the Trade Agreements Act, the 
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Honorable Mr. Curtis, Representative from Missouri, requested that I supply 
for the record answers to two questions. This letter is written in response to 
those two questions. 

1. The first question, as I recall it, was “What is the average capital invest- 
ment per lead/zine miner in the United States and in Peru?” 

As I pointed out at the time, Cerro de Pasco, on whose behalf I appeared, 
has mines, smelters, and refineries only in Peru and not in the United States 
and, therefore, is not in a position to supply authoritative information with 
respect to mines in this country. However, we have endeavored to obtain the 
relevant information from the Metals Division of the Tariff Commission and 
the Bureau of Mines, the principal sources of statistical information on the 
industry. We have also consulted with Charles E. Schwab, Chairman of the 
Emergency Lead and Zine Committee, representing various lead and zinc 
mining companies in the United States and have examined the recent annual 
reports of leading lead and zinc mining companies in the United States. None 
of these sources give adequate information with regard to the capital invest- 
ment, on a per capita basis, of lead and zine miners in the United States. The 
difficulty with arriving at such a figure arises from the following factors, among 
others: 

(a) Many mines which are classified as principally lead and/or zine mines, 
produce, in significant quantities, other metals, such as silver or copper. 

(b) Some companies owning lead and zine mines also have mines, the principal 
products of which are copper, silver, etc. Capital investment byproducts is 
not separately stated in their published reports. 

(c) Important lead and/or zine mining companies also smelt and refine these 
products (as well as the other metals, such as those referred to above) so that 
the question is presented as to whether the capital investment per lead and/or 
zine miner relates only to the investment underground at the mining stage 
itself, or whether it includes the subsequent processes of smelting and refining 
that may determine whether the extraction processes are or are not economic. 
Capital investment by processes is not separately stated in their published 
reports. 

(d@) Important lead and/or zine producers are integrated, i. e., have fabri- 
eating operations. Capital investment for the fabricating operations is fre- 
quently consolidated with the mining, smelting, and refining operations. 

(e) Some companies have operations that are unrelated to the lead and zinc 
operations, such as oil. Capital investment between these unrelated operations 
and the lead and zine operations is frequently not separately stated in published 
reports. 

Our principal products from our complex mining operations in Peru consist 
of zine, lead, copper, silver and gold. In addition, the corporation produces 
other products, chiefly byproducts of the major metals mentioned above. We 
also own and operate coal mines, hydroelectric plants, farm and other facilities 
in connection with its mining, smelting, and refining operations, all of which, 
as previously indicated, are conducted in Peru. (Fabricating operations are 
conducted in the United States by other corporations within the Cerro de Pasco 
group and hence their capital is not included below. ) 

The net asset value (gross cost less accumulated depreciation) of our struc- 
tures, machinery and equipment is slightly in excess of $61 million. These 
enterprises have an effective work force of approximately 15,700 employees, 
of which 4,450 are underground workers. Thus our total capital investment 
in Peru, on a per capita basis, may be calculated as follows: 

Total capital investment divided by underground miners: $13,707 per 
underground miner 
Total capital investment divided by all employees: $3,885 per employee 

2. The second question which you asked was “What is the average per capita 
gross national product of Peru?” 

Published figures for 1955 placed the gross national product at S/28,540 
million and a total population of 9,519,000. In 1955 the sol was worth approxi- 
mately 5 cents. Using this conversion factor, the 1955 per capita gross national 
product was approximately $150. 

I am sending copy of this letter to Representative Curtis. 

Very truly yours, 
Rosert P. Koenre. 
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The Cuarrman. If there are no further questions, we thank you, sir, 
for coming before the committee and giving us the benefit of your 
information. 

The next witness is Mr. Harry Radcliffe. 

Mr. Radcliffe, come forward, please, and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., 
NEW YORK, N. Y. 


Mr. Rapcurre. My name is Harry S. Radcliffe. Iam executive vice 
president of the National Council of American Importers in New York 
City. 

The Cuarrman. Will you be able to complete your statement within 
the thirty minutes allotted to you ? 

Mr. Rapcurrre. I believeso. I willtry. 

Mr. Chairman and gentlemen, the National Council of American 
Importers, as the representative national organization of United States 
importers, has supported the reciprocal-trade-agreements program 
since its inception in 1934. Representatives of our organization have 
appeared before your committee in support of bills to extend the act 
each time public hearings have been held over the past 21 years, 

The views of our organization on the basic philosophy of the trade- 
agreements program were presented to your Subcommittee on Foreign 
Trade Policy by the late Morris S. Rosenthal in his paper which ap- 
pears in the compendium at pages 579 to 587. Mr. Rosenthal also 
participated in the panel discussions held by that subcommittee on 
December 3. It would be time consuming and an unnecessary dupli- 
cation for me to cover the same ground today, as I understand that the 
compendium of papers and the transcript of the panel discussions of 
your subcommittee headed by Representative Hale Boggs will receive 
careful consideration by your full committee. 

The position of our organization on the bill under consideration, 
H. R. 10368, and the identical bills introduced by Representatives 
Kean, Frelinghuysen, and Chamberlain, is that we are strongly in favor 
of a long-term extension of the Trade Agreements Act with amend- 
ments to provide adequate bargaining authority to make it more effec- 
tive, but with changes in the escape clause for the main purpose of 
giving stability and certainty to the act so as not to destroy interna- 
tional confidence in our foreign economic policy. 

I wish to present the views of our organization on the proposals 
contained in the current bills as briefly as I can, and add a few sug- 
gestions that we regard as essential for the stability of an effective 
trade program in the next 5 years. Some of our suggestions differ 
from the administration proposals reflected in the bills under con- 
sideration. 
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1. DURATION OF EXTENSION 


Although we have advocated that the program be given stability 
in these critical times by an 11-year extension, we support the pro- 
posed 5-year extension for this reason : 

The evolution of the European Common Market during the next 
5 years makes it imperative that the United States continue to be a 
leading contracting party to the General Agreement on Tariffs and 
Trade. The contracting parties to this agreement have already estab- 
lished a watchdog committee to deal with trade problems that will 
surely arise as the plans for the common market unfold. The next 
5 years will be a very important period in trade history, not only be- 
cause the European Common Market will be in its formative stage, 
but also because other economic unions may be set up. 

For instance, there is active consideration at the present time for 
the creation of a free trade area in Europe, a Scandinavian Common 
Market, and common markets in Latin America. The United States 
must therefore be equipped with a sure and steadfast foreign trade 
policy and be in a position to bargain effectively at any time. 


2. BARGAINING POWER 


A 5-year extension of the program should be accompanied by ade- 
quate bargaining power. The pending bills propose three alternative 
methods of tariff reduction. We favor the first one, but we have sub- 
stitutes for the other two that we believe will be more effective in the 
negotiation of trade agreements. 

First, we support the administration proposal in the bill to author- 
ize a reduction up to 25 percent of duty rates existing on July 1, 1958, 
over a 3- to 5-year period, where such reduction is justified on a selec- 
tive basis. 

Second, we have a substitute to offer for the 3 percentage point 
alternative in the bills. This alternative would permit greater reduc- 
tions in existing rates of duty only when the rate is 12 percent ad 
valorem or less. Where the rate of duty is below 12 percent, the ques- 
tion immediately suggests itself as to whether the imported article is 
competitive with any domestic article, 

There are many articles that we import not subject to low rates of 
duty which are not produced at all in the United States, or which 
are commercially produced here only in very insignificant quantities. 
A reduction of 3 percentage points ad valorem on many of these arti- 
cles is of no importance to American importers, and we dare say of 
no significant interest to the foreign exporting countries. The her: 
gaining power in such a rate reduction is feeble and can hardly be 
expected to induce foreign countries to give us worthwhile reciprocal 
concessions. 

On this class of articles, a really strong bargaining inducement 
would be to offer to place them on the free list. For this reason, we 
propose that the Congress direct the Tariff Commission to prepare at 
once a preliminary list of articles which it finds are not produced, or 
which are commercially produced only in insignificant quantities in 
the United States. 
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Under our proposal, the preliminary list should be made public and 
prompt hearings called to permit any interested party to suggest addi- 
tions to or deletions from such a list. On the basis of these hearings 
by the Commission, we suggest that the Commission be directed to 
submit to the Congress a final list for consideration. The Congress 
should then authorize the President to transfer any article on such 
final list, with any changes it finds necessary, from the dutiable list 
to the free list of the Tariff Act as a concession in future trade agree- 
ment negotiations. 

Third, we also offer a substitute for the proposal in the bill that 
authorizes the reduction of any existing rate of duty which is higher 
than 50 percent ad valorem, or its equivalent, to the 50 percent duty 
level. In the statement filed by former Senator Eugene D. Millikin 
in connection with the report of the Randall Commission on Foreign 
Economic Policy in January 1954, he said: 

As to the recommendation that the President “should be authorized to reduce 
to 50 percent ad valorem, or its equivalent, any rate in excess of that ceiling,” 
it is not made clear why a 50-percent rate establishes a valid dividing line between 
tariffs which should be reduced, maintained, or increased. Obviously, the 
proper percentage depends upon the circumstances in each case, as to each item, 
and the fair amount under applicable standards may be more or. less than 
50 percent. 

Some rates of duty above 50 percent are quite satisfactory both to 
American importers and to the domestic industry. On the han hand, 
there are duty rates below the 50 percent duty level that may be 
unnecessarily high and which might be lowered without the slightest 
discomfort to any domestic industry. 

Our suggestion is that the act be amended to provide a new procedure 
whereby any interested party (an importer or a domestic manu- 
facturer using imported materials) may make an application to the 
Tariff Commission for a reduction in the existing rate of duty on the 
grounds that the rate is excessive or unnecessarily high. In such cases, 
the Tariff Commission should be directed to conduct a preliminary 
investigation to determine whether or not in its judgment a formal 
investigation should be instituted. Upon a finding by the Commission 
that the existing rate is unnecessarily high, the President should be 
authorized, in negotiating future trade agreements, to reduce such 
rates by as much as 50 percent of the rate of duty existing on July 1, 
1958. 

3. ESCAPE CLAUSE 


We very strongly oppose the proposal in the bill to authorize exist- 
ing duty rates to be increased 50 percent above the July 1, 1934, rates. 
With a few exceptions where the duty rates were changed as a result 
of presidential proclamations under section 336 of the Tariff Act 
of 1930, the July 1, 1934, rates are the Hawley-Smoot tariff rates of 
1930. 

To subject any rate of duty that has been reduced by trade agreement 
negotiations since 1934 to a sudden increase as a result of an escape 
clause investigation to a protective level 50 percent above the notori- 
ously high 1930 rates is a preposterous proposition. 

Where a given rate of duty was reduced by the full 50 percent 
authorized in the original act of 1934, then by another 50 percent 
authorized in 1945, and then by another 15 percent authorized in 1955, 
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the rate that will be in effect on July 1, 1958, represents 2114 percent 
of the July 1, 1934, rate. An increase to 50 percent above the July 1, 
1934, rate thus means a sudden rise in the existing duty rate of slightly 
over 700 percent. 

To suspend such a sword of Damocles over every single trade agree- 
ment rate in our present tariff schedules would certainly cause every 
businessman engaged in the import trade to proceed with great caution. 
Under such an intolerable situation, even a rumor in the market that 
a domestic industry was thinking of making an application to the 
Tariff Commission—and there have been many such rumors from time 
to time—under the escape clause would cause importers to run for 
cover. From my long personal experience with the import trade, I 
can assure this committee that the adoption of such a drastic pro- 
vision will cause our import trade volume to shrink. When that hap- 
pens, our export trade volume will suffer in a corresponding degree 
at the very time when the contribution that both exports and imports 
are making to domestic employment is so important to our economy. 

When the escape clause was first instituted by Executive Order 9832 
of February 25, 1947, its purpose was clear. It established a pro- 
cedure to be used in special situations where, through the negotia- 
tion of trade agreements, there was a reduction in a tariff rate which 
caused unexpected and unforeseen difficulties for a domestic indus- 
try. In such cases, the escape clause, as its popular name implies, 
merely provided for the restoration of the rate prevailing before this 
concession was granted and for such time as would be necessary 
to prevent such injury. 

Since the escape clause became a part of the law, it has been sub- 
ject to a number of amendments which have completely distorted its 
original purpose. It has now become a device for offering complete 
tariff protection, even to the point of imposing quota restrictions, to 
any domestic industry or segment of industry, and even to single 
companies that make a complaint to the Tariff Commission that it 
is having trouble and that it is facing some import competition in 
connection with this trouble. 

There is no clear definition of the word “injury” in the law, and 
we therefore propose that such a definition be provided to read 
as follows: 

The word “injury,” for the purpose of this section, shall mean a steady 
decline, over a representative period, in the sales volume, in the working force 
employed, and the profits of an industry economically and efficiently operated 
in the United States, directly caused by a rising trend of competitive imports 
which are similar in material, use, quality, texture, grade, and other physical 
characteristics, thus giving rise to a situation whereby such domestic industry 
is confronted with the actual necessity of making too rapid adjustments to 
avoid serious loss of capital: Provided, however, That such decline in sales, 
working force employed, and profits is not due, wholly or in part, to tech- 
nological developments, style or fashion changes, or to other factors not related 
to said import competition. 

The burden of proof in any claim for increased tariff protection 
should be on the applicant, ra A should be required to show first of 
all that the difficulties confronting the industry have been chiefly 
saused by import competition, and that an increase in the tariff rate 
will make a major contribution to solving the industry’s problems. 
Specifically, we would suggest that section 6 (a) of the 1955 act be 
changed to substitute the words “increase imports have been a major 
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factor in causing or threatening serious injury” for the words “in- 
creased imports have contributed substantially toward causing or 
threatening serious injury.” 

We also respectfully submit that where an efficiently or economically 
operated industry has suffered a decline in production, eniployment, 
or profits, such industry be required to show that the decline is in 
absolute terms without reference to the relative share of the market 
supplied by competing imports. The fact should also be established 
by the domestic industry that such a decline in production, employ- 
ment, or profits is not merely a decrease from an abnormally inflated 
period of activity, such as naturally results from war or postwar 
conditions. This would involve deleting from section 7 (b) of the 
1951 act the words “either actual or relative to domestic production” 
and the words “or a decline in the proportion of domestic market 
supplied by domestic producers” as well as the words in section 6 (a) 
of the 1955 act “either actual or relative.” 

The definition of the word “industry” in the present act is unsatis- 
factory and has, in one case at least, led to the use of the escape clause 
by one lone producer who admitted during testimony before the Tariff 
Commission that its production methods had not been changed in over 
50 years. That was the linen toweling case. Instead of the present 
definition of the term, “the domestic industry producing like or di- 
rectly competitive products,” a new definition should be provided to 
mean all of the producers in the United States producing such com- 
petitive products. The basic objective of the escape clause is to pre- 
vent serious injury or the likelihood of serious injury to an American 
industry, not to a special group of inefficient producers in that in- 
dustry, and surely not to a single company which is still employing 
obsolete production methods. Many years ago it was generally held 
that reasonable foreign competition, like healthy domestic competi- 
tion, was desirable to keep our domestic producers on their toes. 

We strongly suggest that the escape clause (sec. 7 of the Trade 
Agreements Extension Act of 1951) be completely rewritten to re- 
store its original purpose, i. e., to permit the last trade agreement con- 
cession made to be withdrawn in whole or in part; that the section 
specifically provide that in no case shall the duty rates existing on 
July 1, 1958, be increased by more than 50 percent above such rates; 
and that the authority to impose import quotas be deleted from this 
section. 

Our organization has always opposed import quotas. We do not 
like quotas when they are imposed abroad to restrict our exports, but 
we sometimes have set a bad example on that. 

If a rate reduction has brought forth no complaint from a given 
industry over a period of several years, it may be assumed that the 
lowered rate is still sufficiently protective and is satisfactory to the 
domestic industry. 

Furthermore, we believe that any relief given to a domestic industry 
by the restoration of a preagreement rate should be for a specified 
time calculated as sufficient to enable that industry to make the neces- 
sary adjustments to the competitive import situation. 

In the past, we have observed that in many of the investigations 
conducted by the Tariff Commission under the escare clause, the 
domestic industry consisted of 1 or 2 strong companies that can easily 
hold their own against any competition, domestic or foreign. At the 
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same time, within that same industry there were several less efficient 
companies who needed more protection against imports. Sugges- 
tions have been made that perhaps the national welfare could best 
be served by helping these weaker elements of industry to adjust to 
import competition, rather than to provide all-out tariff protection 
to everyone, which gives a windfall to the strong companies. I wish 
we could suggest a formula to accomplish this result without paternal- 
ism or a perpetual subsidy. 

We also wish to suggest that in the revision of the escape clause, 
the Tariff Commission be given discretion in deciding whether or not 
to make full-scale investigations in response to every application re- 
ceived from domestic industries. This discretion has for a long time 
been given to the Commission in connection with cost-of-production 
investigations under section 336, and the language used in that section 
should be incorporated in section 7 of the 1951 act. If it is felt neces- 
sary, provision could be made directing the Tariff Commission to 
conduct a preliminary investigation of every complaint made under 

. the escape clause to determine whether or not, in its judgment, a full- 
scale investigation is warranted. 

During these hearings, some witnesses have insisted that the Presi- 
dent no longer be authorized to review and pass upon recommendations 
made by the Tariff Commission in escape-clause cases. As I under- 
stand it, the new proposal is that the Tariff Commission would submit 
its recommendations directly to the Congress, and that the recom- 
mendations of a majority of the Commission would go into effect unless 
the Congress disapproved of these recommendations within a stated 
period. Our organization wishes to go on record as being vigorously 
opposed to any change in the President’s responsibility to consider 
recommendations of the Tariff Commission in the light of the broad 
national interest. 

The Tariff Commission has a useful fact-finding task to perform 
in these cases which it is well qualified to carry out. By the testimony 
of some of the Commissioners who recently appeared before this 
committee, the Commission, as presently constituted, is not in a 
vosition to assume a new role. Furthermore, as pointed out by the 
ecnetan of State in his testimony on this bill, the President, in re- 
viewing recommendations of the Commission, not only has the assist- 
ance of the Trade Policy Committee consisting of all Cabinet officers 
concerned, but m addition the President takes into account certain 
factors involving the national security and has before him informa- 
tion which cannot appropriately be disclosed to the public. 

We would also point out that the suggestion has other serious dis- 
advantages. If the Congress is not in session, the proposal is that 
the Tariff Commission’s recommendations shall go into effect on a 
provisional basis until the Congress reconvenes. That would mean 
a period of uncertainty for everyone, both the domestic industry and 
the importer. Even when Congress is in session, do the Members 
wish to be exposed to lobbyists, high pressure groups, and the log- 
rolling tactics of the Hawley-Smoot days? What will happen to a 
split 3-to-3 recommendation by the Commission which now goes to 
the President for a consideration of both points of view? 

In any revision of the escape clause, consideration must be given to 
the basic concept of the entire Trade Agreements Act. What is the 
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fundamental purpose of this law under present conditions? Is it to 

encourage the orderly expansion of mutually beneficial international 

trade with friendly nations of the free world with proper regard for 

our national welfare? Or is this act to be used chiefly to provide 

adequately protective rates of duty and quota restrictions for all com- 
anies, segments of industries, and entire industries in the United 
tates? 

We submit that these important questions, which have been neg- 
lected in the past, must now be faced and resolved. 

4. National security provisions: We are all vitally concerned with 
the national security of our country, but we submit that increases in 
tariff rates or the imposition of quota restrictions are not the solution 
to the problem of maintaining those industries which are needed for 
our national defense. Most arguments in the name of national security 
are based on the assumption that the United States will fight a major 
war in which it will have to be more or less self-sufficient for a con- 
siderable period of time. It is difficult, however, in this missile age to 
conceive of a major all-out war that will be prolonged. Properly 
evaluated, the needs of national security are not more self-sufficiency. 
The need is rather for freer trade especially with Canada, our Euro- 
pean friends, and Latin America. Today, the United States has an 
especially favorable opportunity to lower or eliminate many of its 
customs duties and import quotas (including the so-called voluntar 
type) that retard a full development of its economic relations wit 
the nations of the free world. 

If vital industries in this country need assistance to keep in trim 
and to retain their skilled workers, surely there are other and better 
ways of accomplishing these aims than to put additional restrictions 
on imports. We feel that the security provisions in the Trade Agree- 
ments Act are not only very loosely drawn, as they have no criteria 
or specific procedures, but also these provisions are entirely incon- 
sistent with the objectives of the act. We would therefore recom- 
mend that section 7 of the 1955 act be deleted as having no place in 
this law. 

Finally, if I may add a word to my statement, may I suggest that 
when your committee reports this bill, it be a new, clean bill contain- 
ing the complete text of section 350, rather than further amendments 
of the 1951 and 1955 acts. It is quite confusing to everyone to read 
H. R. 10368 and try to figure out just what it proposes, unless you 
happen to be a Philadelphia lawyer. 

Thank you. 

The Cuarrman. Are there any questions of Mr. Radcliffe? 

Mr. Eberharter will inquire, Mr. Radcliffe. 

Mr. Exsernarrer. Mr. Radcliffe, in my personal opinion you have 
made a very able presentation. 

Mr. Rapcuirre. Thank you, sir. 

Mr. Esernarrer. You gave very persuasive arguments. It seems 
to me it might be proper for me to say at this time that you appear 
as a replacement for Mr. Morris Rosenthal, whom most of the mem- 
bers of the committee remember, who appeared before this committee 
many, many times. We learned with a good deal of sorrow of his 
sudden passing. 
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Thank you for your appearance. 

Mr. Rapcuirre. I think the country has lost a great man. 

Mr. Exsernarrer. Yes. He was, in my opinion, a very fine man. 

Mr. Rapcuirre. I appreciate your comment, and I will convey that 
to his family. 

The Cuatrman. Are there any further questions ? 

Mr. Simpson will inquire, Mr. Radcliffe. 

Mr. Stmpson. I have a few questions, Mr. Radcliffe. 

All of your members are importers and exporters. Is that right? 

Mr. Rapciirre. Oh, no. We have many members who import raw 
materials. About two-thirds of all our imported volume is raw ma- 
terials. 

Mr. Stmpson. But they are exporters or importers, are they not ? 

Mr, Rapciirre. Yes; they are exporters or importers or both. 

Mr. Srwpson. And they make their money by what they ship out 
or bring in. 

Mr. Rapciirre. Not necessarily. We have in our ranks domestic 
manufacturers who import their own raw materials. 

Mr. Stimpson. Do they not make money on what they bring in? 

Mr. Rapcurre. They make money on what they manufacture with 
the use of imported materials, sir. 

Mr. Simpson. Are you not here because of personal interest, a com- 
mendable reason, may I say; but is that not what brings you here? 

Mr. Rapcuirre. Yes, sir; it is. 

Mr. Simpson. I would not be ashamed of it. 

Mr. Rapcuirre. Lamnot. Iam proud of it. 

Mr. Suvepson. You are courageous. You tell us to remove section 
7 from the bill. That is the one that deals with the national defense. 

Mr. Rancuirre. No; that is section 7 of the one act. That is what 
makes it confusing. Section 7 of the other act is the escape clause, 

Mr. Stwpson. That is dealing with the national security provisions. 

Mr. Rapcuirre. Yes, sir. 

Mr. Smrpson. You ask us to remove that from the bill. 

Mr. Rapcuirre. Yes, sir. 

Mr. Simpson. Do you want to insert anything else which would take 
the place of the provision which deals with national security ? 

Mr. Rapcuirre. I believe that if the Congress feels that there is a 
need for legislation to deal with the national security, that legisla- 
tion should be a separate piece of legislation and not incorporated in 
this bill and have nothing to do with the restrictions on imports. 

I think the solution of the national security problem lies in other 
directions. 

Mr. Stmpson. This is a very serious request you make, that we take 
from all the matter of consideration of foreign trade the question of 
national security. That deals with everything that comes in from 
abroad and everything we produce here. And you are asking us 
seriously, representing the importers and the exporters of your coun- 
try, to remove from consideration by all those dealing with foreign 
trade matters the matter of national defense? Do you mean that? 

Mr. Rapcutrre. As part of this Reciprocal Trade Agreements Act, 
it seems consistent with its objectives. 

Mr. Srmpson. But you are not recommending any other piece of 
legislation ¢ 
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Mr. Ranvcuirre. No, sir; I am not. 

Mr. Srteson. So I stated the question correctly, that you are askin 
this committee to remove the consideration of national defense from 
everything to do with reciprocal trade. 

Mr. Ravcurre. Not exactly that way. Of course, the consideration 
of our national economy and welfare involves security and defense 
and all the other elements. But this specific provision that, without 
criteria, authorizes the President to take such measures as he deems 
necessary 

Mr. Suveson. For the national defense. And you would remove 
that authority from him. 

Mr. Rapciirre. Yes, sir. 

Mr. Simpson. All right, sir. 

Now with respect to the ese ape clause, do you ask for its continuance ? 

Mr. Rapcuirre. Yes; we want it continued in the form it was origi- 
nally provided in the Executive order. 

Mr. Srwpson. You are willing to continue a means to give relief to 
industry where it shows injury, but not where the national defense is 
involved. 

Mr. Rapciirre. Those two things are different, Mr. Simpson. 

Mr. Stmpson. That is what you say, though. 

Mr. Rapcuirre. We are suggesting in my paper that the escape 
clause be returned to its original purpose. We suggest that the security 
provisions, which are very loosely drawn, w ithout criteria, without 
any specific procedure laid out, be taken out of this act as having no 
place in a reciprocal trade agreements law. 

Mr. Stmupson. Now with respect to the escape clause, are you sug- 
gesting that if a rate reduction has brought forth no complaint from 
a given industry over a period of several years, it may be assumed that 
the lowered rate is still sufficiently protective and is satisfactory to the 
domestic industry ? 

Mr. Rancrirre. Yes, sir. 

Mr. Srupson. What do you mean by that? For all time in the 
future ? 

Mr. Rancuirre. I mean that if a protective rate of duty has been 
in effect for a long period of years and it has proven to be sufficiently 
protective for that industry 

Mr. Stmpson. No; you said if it has been in effect over a period of 
several years, “it may be assumed that the lowered rate is still suf- 
ficiently protective and is satisfactory to the domestic industry.” 

Does that mean that you will not let the industry contest that, even 
if it is not satisfactory ? 

Mr. Rapcrirre. No; there might be a situation where suddenly there 
were changed competitive conditions. 

Mr. Smpson. Then, what does the sentence mean ? 

Mr. Rapcuirre. It means that we may assume that if an industry has 
made no complaint—and we have certainly heard all the complaints 
that we could be expected to—that that rate is quite satisfactory to 
that industry. 

Mr. Simpson. Are you trying to suggest that once we have estab- 
lished a rate and the other countries have relied upon it and built up 
a business so that they are exporting into this country, they have an 
established status which we should not disturb? 
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Mr. Rapcuirre. Not a frozen status; no, sir. 

Mr. Simpson. Are you going to give them the edge over the industry 
here which may be suffering ? 

Mr. Ravcuirre. I do not think it would be necessary if that rate is 
sufficiently protective and has been right along. 

Mr. Stmpson. You do favor a protective rate for the American 
industry ? 

Mr. Rapcrirre. That is right. 

Mr. Srurson. That is all the escape clause does. 

Mr. Rapcuirre. Oh, it does more than that, under these proposals 
on this bill. 

Mr. Srmrson. Let us forget for the moment, if you will, that 50- 
percent increase. Let us take the escape clause as it 1s now. 

What does it do to which you object ¢ 

Mr. Ranpcurrre. It authorizes the imposition of import quotas, and 
it is based on the wrong theory. 

Mr. Stmpson. It authorizes that as a means of protecting the Amer- 
ican industry. Do you object to that? 

Mr. Rapcriirre. We do not object to that, if it is limited to the with- 
drawal in whole or in part of the last trade agreement concession. 

Mr. Stmpson. Suppose the fact is that merely going back to the 
last cut is not sufficient. All Congress says is, you may go beyond 
that point. Do you not approve of that if it is necessary to protect the 
industry ? 

Mr. Rapcuirre. No, sir. 

Mr. Srupson. Do you not want to protect the industry? 

Mr. Rapcrirre. Yes, we do, but if there has been a eut in the tariff 
level by trade agreement, the maximum relief that a domestic industry 
should expect would be to go back to the status quo that existed before 
that cut had been made. 

Mr. Srwpson. Suppose that is not sufficient. 

Mr. Rapcuirre. Then you are going beyond the objectives of my 
understanding of the Trade Agreements Act. You are getting into a 
protective tariff act. 

Mr. Stmpson. No; under this escape clause we are not going back 
beyond that point. 

If I understand correctly, you say that if as a result of a cut which 
is made, that would happen. Now, there might have been several 
cuts. Youare referring to the last cut ? 

Mr. Raperirre. Yes, sir. 

Mr. Stmpson. If, as a result of the last cut, the industry has proved 
injury and the Tariff Commission, after examination, determines that 
going back to the point from which the last cut was made would not 
provide sufficient relief, the Tariff Commission either directs a quota 
or goes back further. 

Do you object to that? 

Mr. Rancuirre. Yes, sir; we do. 

Mr. Stmpson. Would you have the industry wiped out? 

Mr. Rapcuirre. No; I do not think that would happen. 

Mr. Stupson. What would you do, then? 

Mr. Ravcrirrr. We would restore the protective rate that obtained 
before the last cut. 
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Mr. Stmpson. Yes; but I have just said that on the surface of it that 
is not sufficient, that is, the Tariff Commission has said, and you are 
suggesting then that the industry should be allowed to die. 

Mr. Rancuirre. The point I am making, Mr. Simpson, is that in our 
view, the Trade Agreements Act and the escape clause under the Trade 
Agreements Act should not be used for a protective tariff. 

Mr. Stmpson. Of course, I disagree with you completely there, be- 
cause the intent of it, as I understand it, and the reason it was put into 
the law was to provide a means by which an industry that, as a result 
of a bad bargain, had too low a rate applied to it, might seek relief if 
it proved injury or threat of injury. 

Maylaskthis. You refer tothe fact that— 

At the same time, within that same industry there were several less efficient 
companies who needed more protection against imports. 

Mr. Rapcuirre. Yes, sir. 

Mr. Stmpson. And those industries have complained, and you point 
out that if they are given relief, they being less efficient, the so-called 
big fellows would make a larger profit. Presumably, as I understand 
this, you would deny relief to those less efficient companies. 

Mr. Rapcurrrr. No, sir. There have been discussions of other ways 
of doing that, which I think probably would be satisfactory. 

Mr. Smoreson. And you would not give relief merely to take care of 
these less efficient companies. 

Mr. Rapcutrre. I am just suggesting at that point that there might 
he some better way of helping these less efficient companies to diversify 
their production and adjust their situation to be able to be in a position 
to meet the foreign competition. 

Mr. Srwpson. What you are doing in the absence of the Govern- 
ment finding some other way to subsidize these so-called weaker com- 
panies is to place that whole industry in the hands of those 2, 3, or 4 
big companies. Do you want that? 

Mr. Rapcuirrr. No, sir. 

Mr. Stmpson. Therefore, do you want to do something to help the 
smaller companies? 

Mr. Rancuirre. The weaker sisters. 

Mr. Srupson. How are you going to help them? What do you ad- 
vocate for that? You rule out tariff protection; do you not? 

Mr. Rapcrirrr. I am just pointing out that this has been the result 
in some of these escape clauses that have come under our observation. 

Mr. Srupson. But we are confronted with the picture, in other 
words, the weaker companies have been in and they have made a case 
and satisfied the Tariff Commission and do need help. You do not 
want to help them, because it would help the big fellow too much. 
What do you do? 

Mr. Rancuirre. I say in the absence of some other provision or 
some other arrangement for helping these other companies to adjust 
themselves to the situation, perhaps there would be no alternative’ 
other than to go on as we are now, and give the protection to that 
industry where it establishes that it is needed and let the big com- 
panies have their windfall. 
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Mr. Simrson. In other words, in that instance that we are talking 
about, you would give them more tariff protection ? 

Mr. Ravcuirre. Yes, sir, but I am merely suggesting in my state- 
ment that there might be a better way to do it. 

Mr. Stmpson. You are not suggesting a direct subsidy of any kind; 
are you? 

Mr. Rapcuirrr. No, sir. 

Mr. Suvpson. I do not think we are as far apart, then, as your 
argument would seem to indicate, because that is all that the escape 
clause does. It provides a means by which an industry which proves 
to the satisfaction of the Tariff Commission and the President that 
it is suffering injury or threat of serious injury shall be given relief, 
and under the circumstances you agree with me it should be granted. 

Mr. Rapcuirrer. But I limit the relief, sir, to the withdrawal of the 
last trade agreement concession, 

Mr. Srmpson. I must repeat that if that does not give enough relief, 
you surely do not want the industry to be allowed to die; do you? 

Mr. Rancuirre. Well, the industry apparently got along all right 
before that last tariff cut. 

Mr. Srmpson. Believe me, I am taking a case where the facts are, 
for the purposes of our discussion, that it cannot exist, and the Tariff 
Commission has agreed. In that instance, going back to the point at 
which the last cut was made is totally inadequate, and the Tariff Com- 
mission is satisfied. One way is to raise the quota, and the other way 


is to go back to an earlier point. But you object, number one, to the 
quota. 


Mr. Rapcuirre. Yes, sir. 

Mr. Simpson. And No. 2, you object to going back beyond the 
oint at which the last cut was made. And the industry is wiped out. 
ou do not mean that; do you? 

Mr. Rapctrrre. I think, sir, the statement, “the industry is wiped 
out,” is highly theoretical. I know of no industry which has been 
wiped out Daten the past 30 years. 

Mr. Simpson. Then, you are saying the Tariff Commission was mis- 
taken. They are the ones that make the finding, and Congress takes 
their word for it. 

You are just denying the means of relief after the agency in 
question says it is in order. 

Mr. Rapcuirre. The Tariff Commission is empowered and directed 
to determine whether that industry is being injured or threatened with 
injury and whether the imports have anything to do with that 
situation. 

Mr. Stmpson. And if they finally determine affirmatively, should 
suggest relief 

Mr. Rapcurre. But I do not think the relief should go beyond the 
last duty rate reduction. 

Mr. Stmpson. Regardless of what the consequences there might be? 

Mr. Ravcuirre. Yes, sir. 

Mr. Simpson. Sir, I cannot seriously believe you mean that. 
Mr. Rapcuirre. I do. 

Mr. Stmpson. All right, sir. Thank you. 

Mr. Foranp (presiding). Mr. Byrnes will inquire. 
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Mr. Byrnes. As I gathered from your statement, your position is 
that the present escape clause and its administration are unduly 
restrictive or unduly protective. Is that it? . 

Mr. Rapcuirre. Yes, sir. 

Mr. Byrnes. Can you give me an example of a case that was de- 
cided in which the Tariff Commission has recommended action and 
the President has taken action, where there was an unreasonable 
situation resulting as far as being unduly protective? 

Mr. Rapcuirre. One situation comes to mind, which is not too old, 
the linen toweling case, where single domestic producers admitted, 
as I said in my statement, that they had not changed their production 
methods in over 50 years. 

Mr. Byrnes. In that case, you had a six-to-nothing decision, did 
you not, by the Tariff Commission, that this industry was being 
injured by reason of imports, and imports resulting from the 
concession ? 

Mr. Rapcuirre. I do not recall, Mr. Byrnes, whether that was the 
unanimous decision or not. 

Mr. Byrnes. Before me I have a paper which was issued by the 
Tariff Commission, summarizing the action of the Tariff Commission, 
showing that on toweling of flax and hemp they entered their de- 
cision on May 15, 1956, by a six to nothing decision, and also that the 
President took affirmative action on June 25, 1956. 

Mr. Ranpcurrre. That is right. 

Mr. Byrnes. In spite of that situation, you contend that this in- 
dustry was not damaged and that this action taken by the President 
and by the Commission was unduly restrictive? 

Mr. Rapcutrre. The damage was not caused by imports. 

Mr. Byrnes. The six commissioners that heard the testimony 
apparently decided it was, did they not? 

Mr. Rapcuirre. They decided the industry was being injured. 

Mr. Byrnes. And by imports. 

Mr. Ravcurre. That imports were a minor factor in the whole sit- 
uation. 

Mr. Byrnes. They had to find that imports had an effect. 

Mr. Rapcuirre. Had an effect, yes, but not as the major contribut- 
ing factor to that company’s difficulty. 

Mr. Byrnes. Have you any other case where, in the administra- 
tion of this act, the results were unduly protective and unduly re- 
strictive ? 

Mr. Rancurrre. There were some recommendations of the Tariff 
Commission in the violin and viola case, I believe, but those were not 
accepted by the President. 

Mr. Byrnes. So in that case, there was no result. 

Mr. Rapcuirre. That is right. 

Mr. Byrnes. In view of the fact that there were 86 applications 
filed with the Commission, it would seem that if your contention is 
correct, if the present situation is unduly restrictive, we ought to be 
able to find something more than the toweling case; and then, we 
recognize that the toweling case was a six to nothing decision. 

I am just wondering on what factual basis you can make the con- 
tention. 
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Mr. Ravcutrre. A point on the escape clause that I should like to 
make is I do not think it was generally known, and we did not know, 
until about a year ago when the recommendations were made public 
on the violin case, that the legal interpretation of the word “modifi- 
cation” used in the escape clause meant that they could increase rates 
50 percent above the January 1, 1945, rates. We thought all along 
that the language which said the President “may withdraw in whole 
or in part or suspend or modify” meant it had reference to the last 
cut that had been made in the trade agreement negotiation. 

Mr. Byrnes. I am talking about cases, and in that one case the end 
results certainly were not restrictive, because the President declined 
to invoke the escape clause. 

You are saying the pressure on the industry of the administration 
of the escape clause is unduly restrictive. I am just asking you to 
point out a case. There are only 9 cases out of the 86 in which appli- 
vations were filed where the President actually invoked the escape 
clause. I would think those figures right on their face show that it 
cannot be very restrictive and I would like to have you suggest in 
which one of those nine, other than the toweling case which you 
mention, it was unduly restrictive. 

Mr. Rapcuirre. Mr. Byrnes, I would like to reserve the right to 
put something in the record at this point on that, but I believe that 
in those nine cases where the President took action under the escape 
clause he did not go further than to restore the pretrade agreement 
rate. I do not believe he went beyond that. 

Mr. Byrnes. Well, it is the present administration of the escape 
clause that you complain about. 

Mr. Rapcurre. The danger is constantly there that it will happen. 
Of course, this bill now before you goes so much further, in authoriz- 
ing 50 percent above the Hawley-Smoot rate. 

Mr. Foranp. Without objection, the gentleman will put that ma- 
terial in the record at this point. 

(The material referred to above is hereby submitted to the com- 
mittee :) 

NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., 
New York, N. Y, April 7, 1958. 
Mr. Leo H. Irwin, 
Clerk, Committee on Ways and Means, 


House of Representatives, 
Washington, D. C. 


Dear Mr. Irwin: When I testified on March 11 on the extension of the Trade 
Agreements Act, Representative Byrnes asked me some questions about the nine 
cases where the President invoked the escape clause. I stated that I would 
be glad to place a tabulation in the record as to what occurred, This was at 
pages 2698-2699 of the stenographic transcription. 

I enclose the tabulation and hope it is not too late to have it inserted in the 
record at that point. I apologize for the delay but I found the job involved a 
great deal more research than I had anticipated. Furthermore, as you know, 
I have been extremely busy during the past month. 

Sincerely yours, 
Harry 8. RADCLIFFE, 
Faeecutive Vice President. 
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Mr. Byrnes. I thought one of the arguments always presented by 
people who were pr oponents of free tri ade was that those who favored 
some kind of protection were always seeing ghosts under the bed. 
Apparently, your case here is based on seeing ghosts under the bed. 

Mr. Rancuirre. Sorry, sir, I did not get the question. 

Mr. Byrnes. You are fearful of what might happen, and yet we 
certainly have had plenty of experience, and it is at least my con- 
clusion under this experience that with 86 ¢ cases filed with the Com- 
mission, and with only 9 that have resulted in any kind of further 
protection resulting from the escape-clause procedure, we cannot 
contend that the present administration of the clause is unduly 
restrictive. 

Mr. Rapcrirrr. To my mind, the fact that we have had so few 
occasions to invoke the escape clause shows that our trade-agreement 
negotiations have been conducted in a very careful manner. 

Mr. Byrnes. But you are trying to make a case, as I have under- 
stood, and all I am asking for is a substantiation of the case you 
make, that the present administration of the escape clause is unduly 
restrictive and therefore we have to amend the escape clause to make 
it less restrictive. I just do not know where you have proved the 
case that the present administration of the escape clause is unduly 
restrictive. 

Mr. Rapcuirre. I only cited that one case. I would like to ex- 
amine the other eight and, as I said, Mr. Chairman, put it in the record. 

The CHarrman. Are there any further questions ? 

Mr. Curtis will inquire. 

Mr. Curtis. First I would like to clarify the first full sentence on 
page 6 of your statement: 

An increase to 50 percent above the July 1, 1934, rate thus means a sudden 
rise in the existing duty rate of slightly over 700 percent. . 

Should that statement not be modified to say “if necessary to remedy 
an injury or prevent an injury”? It does not just automatically rise 
to that, does it ? 

Mr. Rapcuirre. I merely mean that when we cut it down by 50, 
another 50, and a 15 percent reduction, we are down to 2114 percent: 
and if you have authority as it is in this bill to jump from 2114 
percent to 150 percent, then you have a sevenfold i increase. 

Mr. Curtis. But the way it reads, _ say there is a “sudden rise,” 
implying that that automatically occurs. It is a dise ‘retionary thing 
and does that only in the event that it is necessary to remedy an injury. 

Let me ask another thing, if indeed there is not a little bit better 
method of preventing injury than employing the quotas. Would 
you not prefer to see a method like this in operation rather than the 
imposition of quotas ? 

Mr. Rapcuirre. I certainly oppose quotas vigorously and under 
no circumstance would want to see quotas used. But still I do not 
think that this broad authority to give such a terrific increase in the 
present tariff rates is justified. 

Mr. Curtis. But the point I am getting at is, is this not a little less 
restrictive, though, than imposing quotas? 

Mr. Rapcuirre. I think it is a tossup. 

Mr. Curtis. If I can interpret that correctly, then you think that 
a tariff used for protection against injury is equally as bad as a quota, 
in fact anything used to protect an industry from injury? 
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Mr. Rapcrirre. Such exaggerated authority to make such a drastic 
increase as that would undermine confidence in our whole trade agree- 
ment program. 

Mr. Curtis. There is where I miss your logic. The whole thing is 
predicated on whether an injury has occurred, and that limits it con- 
siderably, if they cannot prove an injury, and it is only the use of the 
authority up to the point that it will protect an industry. Certainly, 
quotas imposed which are voluntary or according to law are a great 
deal more restrictive, are they not, than utilization of tariff rates? 

Mr. Rapcuirre. Yes, if we are talking about tariff increases in 
moderation. But when you come to a proposition of « tariff rate that 
is 50 percent above the Hawley-Smoot rate, I think that is outrageous. 

Mr. Curtis. It all depends on the individual thing, and the Hawley- 
Smoot tariff was not high rates. It is the average in certain 
individuals. 

You are making a generality, and have very well pointed out in your 
paper that in this matter we would have to deal in specifics. I agree 
with you generally. 

Mr. Rapcuirre. Thank you, sir. 

Mr. Curtis. Now, one other question. 

[ was very much interested in your statement or your suggestion in 
your first full paragraph on page 5, where you are suggesting addi- 
tional procedures to be put into the law to enable the interested party, 
an importer or a domestic manufacturer using imported materials, to 
make an application to the Tariff Commission for reduction in the 
existing rate of duty. 

I have been very much concerned with the procedures that the 
Congress has established, so I now ask you this question: Is this sug- 
gestion made because your group or people in your group have had dif- 
ficulty presenting their case to the Committee on Reciprocity Informa- 
tion or the Trade Agreements Committee for a lowering of the duty, 
making various concessions in trade agreements ¢ 

Mr. Rapcutrre. No, Mr. Curtis. 

Mr. Curtis. You say it is not the result of that ? 

Mr. Rapciirre. No, sir. 

Mr. Curtis. Have you ever had an instance where a suggestion that 
our negotiators should make a concession was not implemented ? 

Mr. Rancuirre. I would not know about that, because these repre- 
sentations that are made before the Committee on Reciprocity Infor- 
mation are made by individual importers or groups dealing in certain 
commodities. My function is as the executive officer of the overall 
organization, and we do not go into commodities. So I have not 
followed that. 

Mr. Curtis. The point is, when the other people have been com- 
plaining about the procedures set up for channeling information to 
our negotiators, they have pointed out that they have tried to get 
information to them and have apparently failed, and the results show 
that they have failed. That is why they ask for improvement of the 
procedure. 

So I am asking you whether your group has made this on the basis 
that they have found that their suggestions for our negotiators making 
concessions have not been followed, and if there has been no complaint 
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on that, I do not see any reason for any additional procedure. That 
is my only point. 

Mr. Rapcrirre. As to this suggestion that we make, we might go 
back to the Hawley-Smoot days and even before that, when under 
the tariff there was a procedure for investigation of relative costs 
of production of the foreign and domestic article, and under section 
836, either the importer or the domestic group could go to the Tariff 
Commission and say the rate was too high or too low, and there would 
be an investigation and consideration of that. 

Mr. Curtis. I appreciate that, but I am not talking about that. I 
am asking whether there are any cases where the importers or domestic 
manufacturers using imported materials have suggested to the Com- 
mittee on Recoprocity Information or the Trade Agreements Com- 
mittee that a concession should be granted in certain tariff rates, and 
where they have not gotten that remedy for freeing up our trade. 

Mr. Rapcuirre. Of course, I would not have the answer to that on 
the thousands of items that have been involved. 

Mr. Curtis. I am asking for just one, not all of them. Is there any 
instance that you know of in which a request has been made by any of 
your group or anyone, any imported or domestic manufacturer, to our 
negotiators that they should grant some concessions, where those con- 
cessions have not been granted ? 

Mr. Ranvcrirre. I would not have that information. 

But I might say we have not negotiated on every item in the tariff. 

Mr. Curtis. I am not giving you a burden. I am giving you a very 
easv question. I say, Do you known of anyone, of any instance? 

You are making a recommendation which seems predicated on the 
fact that our procedures are not working, which would imply that 
your people cannot get relief when they want to get a reduction. I 
was very surprised to see this, because all the complaints have been the 
other way—that anybody that even makes a slight suggestion to the 
Committee on Reciprocity Information or the Trade Agreements 
Committee can get that concession taken care of. 

Mr. Rapcutrrr. I do not believe that is the situation, sir. 

Mr. Curtis. Then will you provide me with one instance? 

Mr. Rancuirre. This goes back some time, and the various people 
who have appeared before the Committee on Reciprocity Information, 
T do not know what they have asked. 

Mr. Curtis. I understand that, but you or somebody, if you base it 
on this, must have made a complaint that they had given this informa- 
tion and nothing had happened. I say to you, Do you know of any 
instance of this? 

Mr. Rapcuirre. No, sir; because I have not attended every hearing 
of the Committee on Reciprocity Information, and the record of those 
hearings is not a public print, so we do not have the complete record of 
them. 

Mr. Curtis. I must say I do not think you have made any case at 
all if you do not know a specific instance where something like this 
wes done. Yet, how can you seriously make a recommendation like 
this if vou do not know of any instance in which there has been a 
complaint raised ? 

Mr. Ranctrirre. If this procedure were provided, then we would 
very soon find the cases where the rates are considered to be too high 
by the importers or the domestic manufactuers. 
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Mr. Curtis. But you have it right now. You go through the Com- 
mittee on Reciprocity Information, and apparently all those com- 
plaints are taken care of. 

Mr. Rapcurrre. You do not go to the Committee on Reciprocit 
Information until they contemplate a trade negotiation and pabliah 
a list of specific items on which they may negotiate. 

Mr. Curtis. Then, let me put it the other way. 

All I am asking is. Has there been any difficulty on the part of 
importers or domestic manufacturers using imported materials com- 
plaining that the tariff rates should be lowered, that they had trouble 
getting that one of view across to our negotiators, and have they 
found that the negotiators then do, not implement that by having 
the United States grant the importers or manufacturers that conces- 
sion? If that has never happened, then I do not know what your 
point is based on. 

Mr. Rapcuirrr. I still say I am not in a position to know whether 
or not it has. 

Mr. Curtis. I do not understand why you make a recommendation 
if you have had no complaints. 

Mr. Ravcuirre. If this procedure were set up, I am positive that 
there would be people coming forward, alleging that the rate was 
excessive or unnecessarily high and should be reduced. 

Mr. Curtis. I would like to see an example, if you can get one, of 
somebody that felt that he did not get his point of view or his re- 
quest implemented. 

Mr. Rapcuirre. As I say, the record is not available for study, and 
I have not been able to attend all of the hearings over the past twenty- 
odd years. 

But surely at the public hearings held by the Committee on 
Reciprocity Information before every contem fated trade agreement 
negotiation, importers of specific commodities have many, many times 
over the years suggested a full 50-percent reduction in tariff rates 
and the concession made was less than the full reduction suggested. 
One case was in 1938 on China clays where, prior to the negotiations 
with the United Kingdom, the importers urged a reduction from 
$2.50 to $1.25 per ton. The reduction made was only to $1.75 per 
ton, and there must be hundreds of similar cases. 

Mr. Grecory (presiding). Thank you, Mr. Radcliffe, for your 
appearance. 

(The following letters were submitted to the committee :) 


THE Sprecet Bros. Corp., 
New York, N. Y., March 12, 1958. 
Hon. Wrisur D. MILLs, 
Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D.C. 


Dear Siz: Your committee is now holding hearings on the proposed extension 
of the Trade Agreements Act (H. R. 10368 to H. R. 10371), and we wish to taka 
the opportunity to convey to you and to the members of your committee our 
hope that the Trades Act will be extended for a 5-year period. We also wish to 
make known to you that we fully approve of the 25-percent reduction in the 
tariff rates existing July 1, 1958, over the next 3-year period. 

You have before you a statement by Mr. Harry S. Radcliffe, executive vice 
president of the National Council of American Importers, Inc., made to you under 
date of March 11, 1958, and we can only advise you that we fully agree and 
support his statement. 
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We have been in business since 1919 both as exporters and importers, specializ- 
ing in hand tools and employing upwards of 25 persons. We feel that if a free 
exchange of merchandise through exporting and importing can be improved, 
the more it will help the economic condition of our country as well as those 
countries that are buying from us. This interchange of economic relations adds 
greatly to the improvement in our relations with countries all over the world 
which should be maintained and increased as much as possible. Any change 
which might reduce that trade with foreign countries will not work to the 
benefit of our own country in the long run; and one need only to remember the 
bad effect which the Hawley-Smoot Tariff Act had, with the subsequent depres- 
sion which we experienced in this country in the 1930's, to realize how dangerous 
an increased tariff can be. : 

We, therefore, trust that your committee will act favorably on H. R. 103868 
to H. R. 10371, and extend the Trade Agreements Act proposed and also favorably 
vote on the suggestions made by Mr. Harry S. Radcliffe during his appearance 
before your committee on March 11, 1958. 

Very respectfully yours, 
K. J. Sprecet, President. 


MARCH 17, 1958. 
Hon. Witzguk D. MILs, 
Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D. C. 


DEAR Mr. Mrrts: It is my understanding that the House Committee on Ways 
and Means expects to complete public hearings on H. R. 10368 by March 21. 

I am very much concerned that the Trade Agreements Act be extended and I 
wish to make it known to you as the chairman of this committee that I am in 
favor of this extension and I sincerely hope that your committee will give it 
favorable consideration and will so recommend to the Congress. 

I do not wish to go into detail in this letter and suggest alterations to the 
proposed act. I would prefer to leave this to organized groups who are eminently 
qualified to present such suggestions. I do want to say, however, that I do not 
agree with the proposed changes in the escape clause. We have had, as a com- 
pany, four very unhappy experiences with the workings of the escape clause 
as it is now written, and have written on several occasions suggesting changes 
to make it more equitable. The wording in the present bill is disturbing in 
that I think it will make matters worse instead of better. You have heard 
testimony from Mr. Harry 8S. Radcliffe of the National Council of American 
Importers and, among other things, he has outlined some suggested changes in the 
escape clause. I have studied these and I find that Mr. Radcliffe has very satis- 
factorily expressed my own views. Rather than burden you with repetition, 
I would instead refer you to his testimony. 

Yours respectfully, 
H. T. Kennepy, President. 





Mr. Grecory. The next witness is Russell G. Smith. 
Mr. Smith, will you please come forward ? 


STATEMENT OF RUSSELL G. SMITH, EXECUTIVE VICE PRESIDENT, 
BANK OF AMERICA, N. T. &S. A. 


Mr. Smirn. Mr. Chairman, my name is Russell G. Smith, executive 
vice president of the Bank of America, N. T. & S. A. 

I would like to thank the committee for the opportunity of ap- 
pearing before you today. I am here as a private citizen supporting 
legislation which I believe to be in the best interests of our Nation. 
My comments will be based on my experience over a period of many 
years as a banker, and in particular my experience in international 

anking. 

This experience has enabled me to observe firsthand the effective- 
ness of the Reciprocal Trade Agreements Act in past years and, at 
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the same time, has given me the basis upon which I have attempted 
to evaluate the need for its renewal. 

Renewal of the Reciprocal Trade Agreements Act is essential, both 
from the standpoint of our own best economic interests and from 
the standpoint of our national security. Furthermore, under present 
international conditions, the requested extension for a 5-year period, 
with additional authority to the President to reduce tariffs by an 
additional 25 percent, is of vital importance. 

The only exception to my support of H. R. 10368 is the provision 
which gives the President authority to increase tariffs, under escape- 
clause procedures, to a maximum of 50 percent above the 1934 level. 
I cannot help but believe that this is a step backward, at a time when, 
in view of the fast pace of developments on the world economic stage, 
even to maintain the status quo would mean to lose ground. 

The Reciprocal Trade Agreements Act has been renewed 10 times 
since its original enactment. In the recurring debates on this pro- 
gram, which have occurred at 3, 2, and 1-year intervals, there has 
been a tendency to obscure some of the basic principles which are 
an essential part of the trade agreements program, and to a large 
extent those which have resulted in its success. 

Thus, it might be of advantage to take a few minutes to review 
some of these basic concepts which, while you are all well acquainted 
with them, it might be well to reemphasize. 

First, it should be mentioned that this is a reciprocal program. 
The President, within certain limits, has the authority to reduce 
United States customs duties. At the same time, however, it requires 
that for every reduction there be received from other countries tariff 
reductions on United States products covering a comparable volume 
of trade. This is an important consideration often overlooked by 
critics of the Trade Agreements Act. 

Second, as an official observer in Geneva in 1955, I witnessed these 
negotiations between different countries and was impressed with how 
successfully the United States negotiators, under the guidance of the 
Trade Agreements Committee, endeavored to protect the interests of 
American industry, labor, and agriculture. The negotiators always 
appeared to have in mind that while all segments of American life 
benefit through an increasing volume of United States foreign trade, 
there are groups that do need the protection the tariff affords them. 

A review of the negotiations conducted at other times indicates 
that these same standards have been consistently followed. To my 
mind, the greatest achievement of the te trade agreements 
program, and the negotiations under it, has been the degree to which 
United States foreign trade and the trade of the world in general 
has been stimulated; and those segments in our economy that have 
needed it have received the necessary protection. 

There are still many barriers to trade. The more serious ones are 
not always in the form of tariffs, but often in the form of quotas, 
import licensing, and exchange controls. We must continue to seek 
the reduction of these barriers and their ultimate elimination. 

The fact that these barriers still exist is often exploited by the 
opponents of the trade agreements program as proof that the pro- 
gram has failed. 


Eee 


ore aceeers= 
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It proves no such thing. Those who seek to prove failure grossly 
minimize the economic crisis confronting the free world at the end 
of World War II. They fail to recognize the extent to which 
this country’s foreign trade policy hel ed establish a reasonable de- 
gree of order out of what could well on been a repetition of the 
chaos that followed World War I. 

As a rule, when a tariff on a commodity produced in the United 
States is reduced, someone may suffer ill effects in the short run. 
Upon analysis, however, it becomes clear that the benefits to the people 
as a whole usually outweigh these ill effects, and the ill effects are not 
always attributable to import competition alone. 

More specifically, this means that consumers, whether they be in- 
dividuals or business concerns, benefit from the increased availability 
of imports at reduced prices or possessing more interesting designs 
or better quality. 

Such purchases, in turn, make it possible to sell an increasing vol- 
ume of United States exports. The overriding objective of our re- 
ciprocal trade agreements program should be, and I believe it has 
been, to serve the interests of the majority of the American people. 

As you all know, the reciprocal trade agreements program in its 
early years was a bilateral country-to-country bargaining process. 
This gradually developed into what has now become the General 
Agreement on Tariffs and Trade, whereby a large number of coun- 
tries conduct a simultaneous negotiation of tariffs. The agreement 
itself actually constitutes a process whereby the signatories agree 
to certain practices and policies dealing with tariff matters. 

It is not a meeting at which countries set each others’ tariffs. I 
know because I was there. This means that the United States or any 
other signatory country is not subject to a majority vote which 
compels a reduction in tariffs. 

In the actual negotiations, each nation bargains and negotiates 
with others for the best reciprocal arrangements possible. Because 
of “most-favored-nation treatment” under which reductions granted 
to one country automatically become effective for all other signatories, 
concessions are traded with the most important customers for the 
particular commodity being considered. 

This means that when we negotiate for a reduction in the tariff on 
a product of American industry or agriculture, we concentrate on 
that country which is the most important buyer, and the concession 
received automatically applies in all other signatory countries. 

Turning next to the present situation and the current bill, it should 
be emphasized that while the continuation of this program has been 
a critical matter every time it has been renewed, the present renewal 
is particularly critical. What makes it so is that a trade policy that 
has been good for American business, for the American worker, and 
the American consumer has now assumed to a greater extent than ever 
before a new dimension, it is now an essential element in the arene 
of the United States and the system of collective security in whic 
we play a leadership role. 

There is ample evidence that the major frontier of Communist 
aggression against the free world is in the economic sphere. Russia, 
from 1953 through 1957, has extended military and economic aid to 
underdeveloped countries of approximately $2 billion. The bulk, or 
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euine 95 percent, of this went to Yugoslavia, India, Indonesia, Af- 
ghanistan, Syria, and Egypt. 

Also, during this same period, its exports to the free nations of the 
world have increased by some $3 billion. In carrying forward this 
trade expansion and aid program, the Communist world has received 
payment for its exports by importing raw materials. It has been par- 
ticularly astute in taking advantage of situations where it can dis- 
credit the United States and its trade policies. 

To cite one example, and | assure you there are many, we might 
mention the case of Iceland, a country which plays an important role, 
as you all know, in our defenses in the Atlantic. The only major 
export of Iceland is the products of its fisheries. When there was a 
threatened barrier to the export of fish fillets to the United States 
the Communists were quick to offer to accept Iceland’s output of fish 
in exchange for Communist goods. 

We are ofien prone to underestimate the importance of the exports 
of such smaller countries to their total economy and thus, by the same 
token, to underestimate the importance of these recurring Communist 
trading maneuvers. 

Furthermore, we should not assume that it is only the less developed 
and primarily raw materials producing countries that can be ad- 
versely affected by our trade policies. It is common practice to com- 
pare the value of a nation’s foreign trade with its total output. While 
in many ways this is not a particularly satisfactory measure, I think 
it will serve to illustrate my point. 

In the United States, our total exports currently account for only 
6 percent of our total] gross production, while in the case of such in- 
dustrialized countries of Europe as the United Kingdom and West 
Germany, exports account for 15 to 20 percent. 

In the case of other European countries, up to 50 percent of their 
total production goes into their foreign trade. Thus, understandin 
these facts, we fail to judge the consequences to other countries o 
barriers raised against their exports vital to their economic well-being; 

Next, I would like to comment on some of the specific provisions of 
the present bill. In the case of the 5-year extension period,-others 
testifying have amply discussed the need for this longer period !in 
terms of the European Economic Community or. the/commonomarket: 

One point hick should be emphasized is that:the chatter of! the 
common market provides for a reciprocal reductid of tariffs: Keep- 
ing in mind that the effective tariff will, be the, average of ‘the tariffs 
currently in effect, if we do not give the Presidénti sufficient authority 
to reduce tariffs on a recipre¢al. basis and over. a sufficiently long 
period of time, American industry will undoubtedly be: dinesd with 
substantially higher, ,taxifis in, wrepe jas, the~cormmonramarket/ is 
implemented. S otow godt ind .enoizuloaos [x1en9g woy dtiv 

Jithout an effective system of cooperation and coordination, & 
system that,can xemain meaningful, only, if the, United: States '¢an 
maintain, its bargaining positien, the, common: market) in! Eutope’ 
and those being drafted in other, areas; might |nesult, not lim more 
trade, for our,.own, producers, but much. jess. Ait the! presént tine, 
the very, large volume,of export business; we ido im) Europe isian‘im* 
portant support,te, our, economy, and to our great productivity io) *! 

In conclusion, I would like to refer briefly to some! of the proposals 
that have been made which would result in a weaker bill than that 
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submitted by the administration. A short renewal of the act would, 
as I have previously pointed out, be highly undesirable in view of 
the timing of the trade realinements which are currently taking place 
in the world. 

Second, several Members of the Congress have indicated that they 
would like to make the recommendations of the Tariff Commission 
under escape-clause procedures mandatory rather than subject to 
Presidential discretion. 

The members of the Tariff Commission itself, before this com- 
mittee, have stated very effectively the reasons against this proposal, 
and I would like only to reemphasize that an increase in a tariff 
concerns not only the particular industry concerned but also the 
security of the Nation, our foreign policy, the general interests of 
consumers, and the many industries with an important stake in ex- 
ports. The evaluation of such a complexity of interests appears 
logically to belong with the office of the President. 

‘A further possible move to weaken the bill would be to reduce the 
requested 25-percent authority of the President on the grounds that 
the current recession would be a poor time to reduce tariffs. 

In commenting on this, I would like to return again to a simple 
fundamental of the type with which I began my remarks. If we are 
to continue to export commodities to the rest’ of the world, which 
last year amounted to approximately $20 billion, we must continue 
to import commodities from abroad and thus provide the dollars 
needed to purchase our exports. 

The United States has demonstrated its ability to produce an excess 
of industrial and agricultural products over and above our own 
needs. The rest of the world wants to buy more of the things we 
make. At the present time, according to our Department of Com- 
merce, 414 million workers depend for their jobs on our foreign trade. 

It seems to me that it is a simple matter of arithmetic to see that 
if we lessened the purchasing power necessary to maintain our ex- 
ports, we could only deepen our own recession and at the same time 
contribute to recession abroad among our allies and other friendly 
nations. 

In my mind, this effect would be far greater than any harm which 
would accrue to American industry through any modest reductions in 
tariffs of the type requested in the bill under consideration. 

Thank you, Mr. Chairman. 

The Cuarman. Does that conclude your statement ? 

Mr. Smiru. Yes, it does. 

The Cuarrman. Are there any questions ? 

Mr. Curtis will inquire. 

Mr. Curtis. Mr. Smith, I —— your statement and I agree 
with your general conclusions, but there were two points I wanted 
to bring out. 

At the bottom of page 2 and the beginning of page 3, you point out 
the fact that many people have minimized the crisis confronting the 
free world at the end of World War IT. 

I find from listening to the testimony that a great deal of the over- 
statement on the other side minimizing the effect came from an over- 
statement on the other side claiming that it was the reciprocal trade 
that actually had lowered barriers, when actually, as near as I can 
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figure, after World War II, due to the point that you raised, but also 
the breakup of the British Empire and the emergence of nationalism, 
more trade barriers were created. 

In my opinion, the Reciprocal Trade Act, under the circumstances, 
did a good job, but I think there have been overstatements both ways. 
I think one reason for the overstatement or the statement you made, 
that— 

They fail to recognize the extent to which this country’s foreign trade policy 
helped establish a reasonable degree of order out of what could well have been 
a repetition of the chaos that followed World War I— 
comes primarily from an overstatement the other way. 

The next thing is a substantive matter, that has not yet come into 
the discussions, and which to me is one of the big problems that face us. 

You point out the importance of the most-favored-nation treatment, 
and I agree with that. Then you outline on page 3 what you regard as 
the procedure they have followed, and I agree that it is a good pro- 
cedure. But I submit in one specific instance—and it ha ee to 
have been in Iceland, which you mentioned later—we did not con- 
centrate on the country which was the most important bar, and actu- 
ally made a treaty with Iceland which affected our tuna people over 
on your own west coast because the primary importer, producer of 
that particular type of fish, method of processing, happened to be 
Japan. 

I raise that subject, though, to point up that we have a problem in 
this most-favored-nation clause. 

You go on to say and very well point out the situation we have in 
Iceland with regard to fish. I suggest, and I think this is true, that 
the difficulty lay in the fact that we were trying to deal, in regard to 
fish fillets, with the main producers, which are not Iceland, and Ice- 
land was affected by the aot that we were dealing with other pro- 
ducers, and therefore did not set a rate that enabled their fishing in- 
dustry to benefit. 

The real problem, as I see it, is that we have not realistically grappled 
with the definition of what the term “nation” means. When we had 
the OTC before us, the idea was that every nation would get one vote, 
whether they had 1 million population and 100 million gross national 
product, when this country has, for example, 107 million population 
and over 400 million gross national product. 

I am satisfied that until we start to grapple with this problem of 
what is a nation, defining it so that we can be more realistic in this 
trade agreements procedure and in particular in the “most favored 
nations” clause, we are going to continue to run into trouble such as 
you point up in regard to Iceland. 

There, we are talking about a nation. What is their population? 
About 300,000—or am I high on that? 

Mr. Smirn. Between 300,000 and 400,000. 

Mr. Curtis. Not even the size of our biggest cities. And I guess 
the gross national product is very slight. Yet, as you point out, it is 
very strategic and very important to our country. But how are we 
going to handle our trade negotiations, when we have no way of 
recognizing that difference in regard to its capacity ? 

Yes, fishing is its primary industry, and yet it 1s always going to 
be the tail wagged by the bigger dogs who are concerned with fishing. 








1724 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Smrru. Mr. Curtis, your question, of course, is one which I 
found a little difficult to follow until you got down to asking me how 
we can do this thing. 

It certainly was not my intention to minimize the importance of 
trade barriers, in referring to the contrast of the situation after the 
first war and the situation after the second war. If I were to try to 
develop that point more fully, I would like to point out how relatively 
unimportant tariffs have been with respect to many of these barriers. 
The shortage of foreign exchange is perhaps one of the most important 
ones leading to the setting up of exchange regulations and import con- 
trols. Nationalism, as contrasted to the times you alluded to before 
the war, was another cause of barriers, and so on. 

But I think that one could develop the fact that tariffs were not in 
most cases the most important barrier. 

We have taken the leadership, over a period of 20 years, in the world 
to develop this program of reciprocal trading, as reciprocal trade agree- 
ment making. It may not be the most perfect thing in the world, and 
I certainly do not pose here, as a result of a banker’s contact with it, 
as an expert on tariffs; but it does seem to me that it has demonstrated 
itself as a workable arrangement and a much better workable arrange- 
ment than we ever had before the program. 

You made a reference to the OTC and to voting. However, I may 
be wrong, but my impression is that voting in the OTC was not sug- 
gested as a voting on the question of what a tariff would be, but it was a 
voting on such questions of procedure and administration as might take 
place within an organization. 

Mr. Curtis. To carry out agreements that have been made. But 
nonetheless, it does get into some substantive features, because GATT 
is in some substantive areas. It is not just procedural, although it is 
primarily procedural, I agree with you. 

But incidentally, I think if the Reciprocal Trade Agreements Act 
had been placed on the basis you have now stated—I think a case can be 
made, too, but I have listened for over 6 years, and a case is never made 
on that. It is attempted to be made on what I think is an obvious 
standpoint that the barriers have actually been decreased. 

But the thing I want to point out in regard to this, the importance of 
defining “nation” in some practical way is brought very close to 
home when we deal with this item of the “most favored nations” clause. 
Yet we have had no testimony on that and no discussion on it. 

I submit that in this country we were faced with that at the time our 
Constitution was written. The question of sovereignty and population 
was solved by creating a Senate based on sovereignty as to its repre- 
sentation, and a House represented on the basis of population. Yet we 
do not even talk in those terms when we try to set up procedures that 
involve large and small nations. 

I am satisfied some workable solution can be found, but it is not going 
to be found if we avoid discussing it and analyzing the problem. I 
think you happened to present a pretty good case history of the matter, 
with Iceland, when you created the situation with the tuna industry on 
the west coast. 

But here is a country of 350,000 that swung that whole thing. Yet, 
to present the other side of the coin, equally important, Iceland, be- 
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cause she was so smal] and such a minor factor and yet important 
strategically and otherwise, suffered and we suffered because we 
were dealing with the primary peat rather than with Iceland. 

Mr. Smiru. Was it not true, however, that in this situation with 
Iceland we were dealing with only one item of fish production and 
not with a whole category of fish production ? 

Mr. Curtis. That is true. The main producer was not Iceland. 
Norway, I presume, was primary there, and Iceland was just along 
in the thing. Norway’s economy was a different thing, but the nego- 
tiations were such that Iceland lost out and we suffered, in my opinion, 
a very serious strategic diplomatic, and military setback. 

Mr. Smiru. Of course, Mr. Curtis, my purpose in using Iceland 
as an example was to bring out the fact of how quickly the Russians 
are prone to move in on a situation which in this case, I Velieys: vitally 
affected our defense in the North Atlantic. 

Mr. Curtis. You certainly brought it home very well, and it is a 
good point. In my opinion it is the very reason we had better stop 
talking in terms of generalities and start getting down to the details 
of the things that cause problems, one of which is the definition of 
the term “nation.” Again I emphasize that this committee has had 
no discussion on that subject. The Secretary of State was here be- 
fore us but made no reference to that. The only thing that seems to 
have been brought up on the subject was when I brought it up when 
OTC was before us. If we do not go ahead and try to solve that 
problem, we are going to have other situations like Iceland confront- 
ing us. 

{r. Grecory (presiding). Thank you, Mr. Smith, for your ap- 
pearance. 

(The following material was submitted to the committee :) 


Bacon, WHIPPLE & Co., 
4 Chicago, February 21, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Str: Inasmuch as hearings are now being heard in connection with the 
proposed extension of the Reciprocal Trade Agreements Act, I am taking the 
liberty of writing you and expressing my hope that the act will be renewed 
without restrictive amendments. 

It seems to me that in relationships with the rest of the world today there 
is no other answer to our problems in international commerce except to extend 
this act. We in the Middle West are particularly interested because of the pro- 
jected opening of the St. Lawrence Seaway. 

I trust your committee will report favorably upon the proposed extension of 
the act. 

Your very sincerely, 
WILLIAM T. Bacon. 


J. HENRY SCHRODER BANKING CorP., 
New York, N. Y., March 10, 1958. 
Hon. WILBuR D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. OC. 

Deak CHAIRMAN Mitts: In connection with H. R. 10368 to extend the au- 
thority of the President to enter into trade agreements, introduced by you on 
January 30, 1958, and referred to the House Committee on Ways and Means, 
I should like to submit the following statement. 

My colleagues and I, as representatives of an established banking institution 


which has been engaged in the financing of exports and imports for a number of 
24093--58—pt. 2-16 
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years, wish to urge the extension of the Reciprocal Trade Agrements Act. We 
believe that the country as a whole has much to gain by the reciprocal lowering 
of the barriers to international commerce. 

Since the institution of the trade agreements program 24 years ago we have 
eontinued to register increasingly higher levels of foreign trade. In terms 
of employment this activity is now estimated to be the source of livelihood 
of some 4.5 million United States workers, or some 7 percent of the total civilian 
labor force. 

The export market is a very important one for the products of our farmers 
and manufacturers. Agricultural exports, for instance, represent approximately 
11 percent of the value of farm output. Exports of certain manufactured prod- 
ucts account for well over 10 percent of the sales of their respective industries. 

In the long run we cannot maintain our high level of exports unless we en- 
able foreign countries to make payment by selling us their products in return. 
Our imports provide these dollars. Imports serve also to supplement our do- 
mestic resources. We are virtually dependent upon foreign sources for our 
supply of certain foodstuffs and raw materials. For other items, of which many 
are in an advanced stage of manufacture, our requirements are greater than 
the domestic availability because of increasing production, population growth 
and advances in our standard of living. 

A further consideration in extending the Trade Agreements Act is its impor- 
tance to this country’s foreign policy and our efforts to strengthen the less 
developed countries. Communist Russia is endeavoring to make headway in its 
relations with other free nations by offers of trade pacts. The United States 
would put itself in an inconsistent position if, while pledging cooperation and 
aid, it at the same time discontinued the program for facilitating trade. Such 
action would quickly be used by Soviet propagandists to question our good faith. 

We strongly urge, therefore, the 5-year extension of the Reciprocal Trade 
Agreements Act requested by President Eisenhower, with the incorporation of 
suitable measures for flexibility in negotiating tariff adjustments and the elimi- 
nation of any restrictive provisions which would unduly hamper an expanded 
flow of trade. 


Yours very truly, 
G. F. Beat, President. 


HousE OF REPRESENTATIVES, 
Washington, D. C., March 7, 1958. 
Mr. Leo H. Irwin, 
Clerk, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Leo: I am enclosing herewith a letter written to me by Mr. William A. 
Notton, of the foreign banking department of the Central Trust Co., Cincinnati, 
Ohio. 

He has asked that this be included as a part of the record of the current hear- 
ings on extension of the Reciprocal Trade Agreements Act. I will appreciate 
it if you can have this included in the hearings. 

Thanks. 


Sincerely yours, 
THoMAS A, JENKINS. 


THE CENTRAL TrusT Co., 
Cincinnati, March 4, 1958 
Hon. THoMas A, JENKINS, 
House of Representatives, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

My Dear ConGrREssSMAN: The important question of the extension of our 
Reciprocal Trade Agreements Act is now receiving consideration by the House 
Committee on Ways and Means, which, I understand, began hearings on a 5-year 
extension bill. 

I happen to have been privileged to serve on a trade mission for the United 
States Government and in my opinion it should not be necessary to have the act 
come up for renewal every few years. It should be a permanent statute as a 
demonstration that the United States is steadfast in its policies of economic 
cooperation and intends to do everything possible to bring about an ever in- 
creasing two-way flow of trade which is so necessary to protect the future of 
America. If we are to become leaders of the world we should certainly do the 
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things which are necessary to show countries abroad we have good intentions. 
I heard so many remarks about our tariff policies and trade cooperation and 
we were criticized terrifically for being so inconsistent. 

The act should be made stronger by the elimination of most of the provisions 
that raise doubts among people in friendly foreign countries as to the stability 
and continuity of our foreign policies, and cause them to ask members of our 
trade missions embarrassing questions when we get up in meetings abroad and 
tell them we want a vigorous two-way trade and want to work side by side with 
them to build a strong economic free world. 

The act should be extended for at least 5 years as the President has requested, 
with adequate fresh bargaining power. At the same time, the provisions in the 
extension bill to authorize trade agreement rates of duty to be increased in 
escape-clause cases by as much as 50 percent above the July 1, 1934, rates 
should never be approved. The July 1, 1934, rates of duty, with very few ex- 
ceptions, were the Hawley-Smoot tariff rates. To establish a protective rate of 
duty 50 percent more than the Hawley-Smoot rate for any imported article 
under any circumstances would, in my opinion, have serious repercussions 
throughout the entire free world. Furthermore, to have every trade agreement 
item liable to such a drastic increase (6 to 7 times the existing rate in many 
cases) would destroy every vestige of stability in our entire trade agreement 
program. 

I would thank you to insert this letter in the record of the current hearings. 

Respectfully yours, 
WitirAM A. NOTTON. 


AMERICAN TrusT Co., 


New York, N. Y., March 18, 1958. 
Hon. Wiisur D. MILLs, 


Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D. C. 


DeAR Ste: Before your hearings on the proposed extension of the Trade Agree- 
ments Act are completed, we would like to go on record as favoring the 5-year 
extension as suggested by the White House. At the same time, we would like 
to register our opposition to the proposal for an increase in duties to 50 percent 
above the July 1, 1934, rates in escape-clause cases. 

American foreign trade is too important a part of the American economy to 
be throttled and a shorter extension of the Trade Agreements Act might add 
uncertainty abroad to the already existing economic uncertainties. Our interest 
in foreign trade is evidenced by the enclosures. 

Very sincerely yours, 
H. Eveene DiIcKkHUTH. 


Mr. Smira. Thank you, gentlemen. 

Mr. Gregory. The next witness is Mr. Ranlet Miner. 

Mr. Miner, will you please come forward ? 

Please identify yourself for the record by giving your name, 
address, and the capacity in which you appear. 


STATEMENT OF RANLET MINER, VICE CHAIRMAN OF THE BOARD, 
PFAUDLER PERMUTIT, INC., ROCHESTER, N. Y. 


Mr. Miner. Mr, Chairman, my name is Ranlet Miner. I am vice 
chairman of the board of Pfaudler Permutit, Inc., of Rochester, N. Y. 

I am grateful to the committee for this opportunity to appear here 
in support of the extension of the Trade Agreements Act. 

May I say first that I would urge a full 5-year extension and no 
less than the 25 percent tariff reduction authority, contained in H. R. 
10368 now before the committee. A bill of reduced scope would, for 
reasons which I shall indicate, be wholly inadequate as a vehicle for 
continuance of the reciprocal trade agreements program in a meaning- 
ful form and would thus. fall short of fulfilling the needs both of an 
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expanding United States economy and a rapidly developing free 
world. 

The last 12 or 13 years since the war have seen what is almost an 
explosive development in economic progress around the world. 
During this period many hitherto underdeveloped countries have 
achieved their independence and embarked on ambitious programs of 
industrialization and economic expansion. 

The greatest gains, however, have been in North America and in 
Europe and, since 1950, Europe has outstripped the United States. 

Between 1950 and 1956 Western Europe increased its output of 
manufactured products by 47 percent while the United States in- 
creased 29 percent. During this period foreign trade, exports, of 
the free world increased from $56 billion to $93 billion. 

While there is an obvious correlation between trade volume and 
volume of production, what is perhaps even more significant is that 
most of the trade is between industrial countries. Exports of indus- 
trial countries to other industrial countries exceeded by 50 percent 
exports of industrial countries to nonindustrial countries. 

This bears out what we have all known for many years, that as 
countries industrialize and standards of living rise, opportunities for 
trade increase. The highest level' of trade is conducted between 
countries of the most complex economic activity, with the highest 
standards of living. 

Obviously, then, as the underdeveloped countries of the world raise 
their levels of income they become better customers for the United 
States and offer opportunities for the sale of a far wider range of 
goods, It is equally true that as the already industrialized countries, 
Kurope and Japan, improve their productivity and raise their living 
standards the possibilities for expanded trade in both directions with 
the United States also increase. 

I think these observations are true, with one important provisio: 
That the United States maintain a liberal trade policy, and specifi- 
cally, that it continue the reciprocal trade agreements program in a 
fully effective form. 

Most of the underdeveloped nations of the world are attempting 
to satisfy, within a system of free or relatively free institutions, the 
aspirations of their people for rapid economic development. 

At the same time governments of these nations have constantly 
before them the enticements of the Soviet system, a system which 
boasts in ever bolder terms of the superiority of forced investment 
and rigorous central control as the means to rapid development. 
That this rapid development is not immediately related to higher 
living standards is not so well advertised. 

Never*heless moderate governments everywhere are under the heavi- 
est pressure to demonstrate that their goals can be achieved in a 
climate of relative freedom. If it becomes apparent that they cannot, 
leaders will be forced to listen to the Soviet alternative. 

The committee has heard repeated many times the now famous 
remark of Mr. Khrushchev, “We declare war on you—in the peaceful 
field of trade.” ss 

Soviet trade missions, technical and economic aid missions now 
cover the earth. That they constitute a threat to our system of liberal 
trade, and ultimately to our system of alliances and our security, 


cannot be doubted. 
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Without discussing other means at the disposal of the United States 
for countering this threat, may we not agree simply that an extension 
of the Trade Agreements Act is one of our indispensable, and peace- 
ful, weapons. Must we not publicly demonstrate our faith in our 
own system by a concrete and practical application of its principles? 
Must we not show the world that we not only believe in the superiority 
of free institutions and of competition as milieu for economic devel- 
opment concurrent with rising living standards, but are prepared 
to participate actively in their promotion ? 

If we, as the world’s most productive nation, as the world’s wealthiest 
nation, as the world’s greatest trading nation, cannot make the 
practical demonstration that we are prepared to increase opportuni- 
ties in our home market for exports to us, on a basis of reciprocity 
with our trading partners, how then can we expect other nations in 
far less favorable positions to accept either our leadership or devotion 
to our professed principles. 

Let us consider for a moment the situation of the industrialized 
nations. Here the position is different only in degree, not in kind. 
We are acutely aware, of course, of the European grouping to be 
called the European Common Market, wherein over a period of 12 or 
15 years all tariffs and quotas as among France, Germany, Italy, 
Belgium, Netherlands, and Luxembourg will be gradually eliminated. 

This is a momentous project which, by the creation of a large single 
market area along the pattern of the United States, is designed to 
provide the scope for major expansion of European production and 
a consequent major rise in productivity and living standards. 

Parenthetically, one might express here considerable admiration 
for the statesmanship of the governments and parliaments of the six 
nations in resisting the pressures of their local and special interest 
groups which have long enjoyed protection, and adopting instead 
policies in their broad national interests, 

As I have indicated, the economic expansion almost certain to re- 
sult from the creation of the European single market offers possibili- 
ties for greatly increased trade with the United States, provided the 
orientation of the six nations is not entirely inward. 

Whether or not it develops in that direction will depend heavily 
on United States policy as expressed in the kind of trade extension 
bill passed this year. We have the opportunity to negotiate a gradual 
reduction in the average tariff level to be maintained by the com- 
munity against the rest of the world and thus be enabled to compete 
within the single market on a more nearly equal basis. 

The possibilities for specialization between the two huge industrial 
complexes will be enormous if tariff and other barriers are reciprocally 
reduced. 

It seems almost unnecessary to dwell upon the consequences for our 
economic health, our political ties, or our mutual security, should the 
complexion of the trade bill this Congress finally passes cause the 
Europeans to decide that we are not really interested in closer trading 
relations nor prepared to cooperate in reducing trade barriers. 

I think they would of necessity have to concentrate on our attempt 
at self-sufficiency in many of the areas of production we are par- 
ticularly suited to supply. It could well mean a kind of progressive 
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divergence of interests, an estrangement in our trade and economic 
relations as well as our mutual security arrangements, which would be 
tragically unfortunate for all of us. 

have not said much about the benefits to the United States economy 
to be derived from a continuation of this trade program in adequate 
form. This is because it has seemed so self-evident that it did not 
need much persuasion. 

Foreign trade is for us the difference between economic health and 
economic illness. Vigorously expanding foreign trade is a primary 
necessity for a vigorously expanding free economy. All the premises 
on which we base our concept of economic growth are reflected in 
the program for reduction of artificial barriérs to the movement of 
goods and services. 

The low unit costs achieved by our most efficient industries are 
grounded in the export market as well as a large internal market. If 
we lose our export markets or if we lose the opportunities to expand 
them, we as a nation will have begun effectively to frustrate our drive 
for greater productivity, lower costs, and ever higher living standards. 

If we allow our highest cost and least efficient industries to shape 
our national policies, we may abandon our hopes and our expectations 
for real economic progress and resign ourselves to relative stagnation. 
We know too well the implications for all of us in such a course. 

Let me then urge the committee to review carefully the considera- 
tions I have suggested here. I think they point oreewidimbiaty to the 
urgent need for this legislation and to the palpable fact that we can- 
not do without it. 

Furthermore, we need it for a period of at least 5 years: First, 
because any lesser period would not give our policy the stability it 
needs; and second, the vitally important first phase of the common 
market with its 30 percent internal tariff reduction will take place 
during that period. We need a tariff reduction authority of not less 
than 25 percent for the same reason, merely to keep up with what the 
Europeans are doing. 

Mr. Grecory. Thank you, Mr. Miner, for your appearance and the 
information you have given to the committee. 

The Chair has received a telegram from Mr. Ira D. Kaye, the next 
witness, to the effect that because of unexpected eventualities, he will 
not be able to be present. He states that he has placed copies of his 
statement in the mail. 

Without objection, his statement and this telegram will be inserted 
in the record at this point. 

(The telegram is as follows:) 

San Pepro, Caritr., March 10. 
Congressman WILBUR D. MILLS, 
Chairman, Committee on Ways and Means, 
Washington, D. 0. 

My apologies to the chairman and the committee for inability to appear as 
scheduled re Reciprocal Trade Act. Unexpected surge of business makes appear- 
ance in person impossible. With the committee’s indulgence I shall submit 
written statement instead. Copies will be placed in mai! on March 12. 

Ira D. KAYE. 


Mr. Grecory. The committee stands adjourned until 10 o’clock to- 
morrow morning. 
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(The following material was received by the committee :) 


STATEMENT BY HAROLD C. MCCLELLAN, PRESIDENT, OLD COLONY PAINT & CHEMICAL 
Co., Los ANGELES, CALIF. 


Mr. Chairman, members of the Ways and Means Committee, my name is 
Harold C. McClellan. I am president of the Old Colony Paint & Chemical Co., 
Los Angeles. My residence is at 2220 Orlando Road, San Marino, Calif. It is 
my desire to submit herewith the reasons which to my mind justify the exten- 
sion of the Trade Agreements Act in accordance with the recommendation of the 
President of the United States. 

Having served for approximately 2 years as Assistant Secretary of Commerce 
for International Affairs and having also served on missions abroad on various 
Government assignments during the past 8 years, it has been my privilege to 
see at firsthand some of the problems to be faced in our relations with other 
countries. 

It hag also been my privilege, during my stay in Washington, to familiarize 
myself with the relationship between our domestic business and industrial activ- 
ity and foreign trade. 

There is no need for me to recite to such a well-informed committee, the 
statistical information concerning our exports, imports and purely internal busi- 
ness activity. You already have before you full information on this. It is my 
purpose, in this statement, to report instead, conclusions which to me are ines- 
capable, once the full facts are known; conclusions which to me permit no 
alternative but to support the extension of the act under consideration. 

It should be recognized, I believe, that American exports must be sustained as an 
indispensable element in our gross national product if American prosperity is to be 
assured. It is also obvious, I believe, that we must in fact increase our exports 
in line with growing markets overseas in order to maintain our standing in world 
trade as well as to create jobs for our ever increasing population. 

Our country is fortunate indeed, that our exports are, as you well know, made 
up largely of manufactured goods with a substantial labor content, while our 
imports are made up largely of raw materials such as minerals and ores, and 
various semiprocessed items. This makes our foreign trade of special advantage 
to our economy. 

Currently, United States exports exceed imports by more than $4 billion an- 
nually. This fact is in itself an indication that, if we would even maintain present 
export levels, we should give serious attention to the difficulties faced by other 
nations wishing to sell within the United States market. Exports obviously 
simply cannot be sustained without imports. 

Now I realize, just as you do, that imports frequently create problems for 
domestic industries. When this occurs, it can result in serious damage to the 
whole economy, causing unemployment, loss of industry earnings and a decline 
in tax revenues. This is a fact, however, which applies in all countries, not the 
United States alone. Other nations whose markets are presently open to Ameri- 
can goods, and some nations presently retaining high restrictions against imports 
from America, are watching closely the policies we adopt as a trading nation. 
We can scarcely expect better treatment for our exports than we afford our 
imports. 

The problem before us, in seeking trade expansion while at the same time safe- 
guarding home industries against unwarranted damage from imports, is to prevent 
the use of those marketing methods and practices which tend to exploit and de- 
stroy rather than to create new markets or add to those existing. By destructive 
practices I mean such methods as surplus dumping at prices less than cost, 
needless concentration on sensitive items or any other practice which tends in 
the main to exploit rather than to compete legitimately. 

Dealing with domestic problems of injury resulting from imports is, of course, a 
difficult process and one which seldom makes all parties involved content. Who 
can determine precisely or with certainty, when imports are damaging beyond 
the degree to which keen competition always isa problem? Even when it has been 
determined that serious injury has occurred and remedy through Government 
action is warranted, it is not possible always to provide an absolutely equitable 
settlement. There must be a degree of reasonableness and flexibility permitted. 

But surely this is true; the problem will not be met by tying the hands of the 
President and denying our Government the opportunity to negotiate improvements 
in our trade relations with other countries which will result in mutual benefit. 
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Congress has long since recognized that there must be safeguards against 
damaging, unfair import competition and has established procedures through 
which remedies can be and have been applied. These safeguards must be main- 
tained and their utilization could of course be improved. This fact too, has 
been recognized and the administration’s proposal contains the means of making 
needed improvements in administering the safeguards provided. 

In summary I submit that, it is in our best interests as a nation, to extend 
the Trade Agreements Act in accordance with administration recommenda- 
tions. Realizing as all do, that troublesome trade problems must be faced, 
I think we should also realize that by assuming a rigid, unadjustable tariff 
policy at a time when we ourselves sorely need concessions in some quarters 
would only add to our problems. 

American business and industry has always been willing to face legitimate 
competition. Our economy has thrived in the face of it, advanced because of it. 

I sincerely believe that our objective should be to increase foreign trade, both 
imports and exports. We should use appropriate means to keep that trade 
wholesome at home and abroad, by discouraging abuses and encouraging legiti- 
mate marketing effort. 

I urge that your committee lend its support to the administration’s proposal 
which would— 

(a) Authorize the extension of the reciprocal trade agreements authority for 
a minimum of 5 additional years beyond June 30, 1958. 

(b) Authorize the President to lower tariffs on a gradual and selective basis 
in return for equivalent trade benefits from other countries, thus permitting 
tariff reductions up to 5 percent a year. 

Respectfully submitted. 

H. C. McClean, 
President, Old Colony Paint € Chemical Co., Los Angeles, Calif. 


STANDARD ULTRAMARINE & CoLor Co., 
Huntington, W. Va., February 21, 1958. 
House WAYS AND MEANS COMMITTEE, 
House of Representatives, 
New House Office Building, Washington, D. C. 


GENTLEMEN: We are not in favor of extension of the present trade-agree- 
ments program beyond its present expiration date of June 30, 1958. 

The continued manufacture of ultramarine blue in the United States is 
seriously threatened by the low import duty of 2 cents per pound now in effect, 
and the attached statement summarizes the difficult position in which we find 
ourselves. We are the sole remaining producer of this commodity in the 
United States of America. We believe that our problem is a representative 
one in West Virginia where other industry is now imperiled by the low import 
duties. 

The present Trade Agreement Act does not, in our opinion, afford adequate 
relief, and we are hoping that Congress, during its present session, will recom- 
mend that future increases of duties be 50 percent of the tariff rate in existence 
in 1934, instead of 1939, which is now the law. This will afford us a greater 
degree of protection and possibly save the manufacture of ultramarine blue 
which is essential to national defense in times of emergency. Ultramarine blue 
is used in production of camouflage paints and is the only satisfactory blue 
pigment for this purpose due to its unusual properties in infrared reflectance. 

Not only does the product have great value for military purposes, but in its 
production we employ 170 people, and the value of this to the local ecenomy 
is readily seen. We are in the process of preparing an application to the Tariff 
Commission for relief but its submission will not be made until after the pres- 
ent Congress has fully defined the future trade-agreements program. 

We hope our statement will be given careful consideration, and that a recom- 
mendation will be submitted to the House of Representatives for a Trade Act 
which will provide for adequate relief from the pressure of imported products 
when such need is determined by the Tariff Commission. We believe the Tariff 
Commission findings should be binding without review by the President. 

Very truly yours, 
W. H. Stark, Feecutive vice president, 
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STATEMENT SUBMITTED BY STANDARD ULTRAMARINE & CoLor Co., 
HUNTINGTON, W. Va. 


The continued manufacture of ultramarine blue in the United States is in 
jeopardy due to the low import duty. Therefore, we want to go on record as 
being opposed to any extension of the present trade act and to further go on 
record as being in favor of legislation which will afford prompt and adequate 
relief from low-cost imports. 

We recognize the need from export-import trade and its importance to the 
economy of the United States and the free world. However, we are opposed 
to any program that fails to recognize the factual differences of manufacturing 
costs abroad as compared to those of United States industry. Such differences 
only serve to permit importations of basic commodities at a delivered price 
against which the United States manufacturer cannot compete if reasonable 
costs of manufacture and a fair profit are to be realized. This is the condition 
our company now faces in the manufacture of ultramarine blue. 

Standard Ultramarine & Color Co. is the sole remaining manufacturer of 
ultramarine blue. This has come about as a result of the low United States 
duty, and we have not, since 1953, been able to increase prices to offset increased 
manufacturing costs. Not only have we been unable to increase our prices, 
but in the last 2 years we have been forced at times to reduce them in order 
to meet prices on imported ultramarine blue. 

Ultramarine blue has infrared reflectance properties found in no other pig- 
ment and because of this is an essential item in the production of camouflage 
paint, the use of which is a necessity to the military forces. We are currently 
supplying a standard for this purpose and a domestic source of supply has to 
be maintained. As we are now the only producer in the United States, some 
form of protection is necessary to insure adequate supplies in times of national 
emergency. 

Ultramarine blue as a pigment is used by a large number of manufacturers 
in the preparation of paints, printing inks, floor coverings, roofing granules, 
plastics, and a number of other products. If we are forced to cease production, 
industry as well as the military, will be put in a position of relying on supplies 
from abroad which could become very uncertain in times of international 
trouble. 

The United States manufacturers of ultramarine blue have never enjoyed 
the tariff protection generally afforded the chemical industry. The average 
selling price of ultramarine blue in the United States market is approximately 
80 cents per pound; thus, the present tariff of 2 cents per pound is approximately 
6.6 percent of the average United States selling price. Based on quotations we 
have received from foreign manufacturers of ultramarine blue, the average 
landed cost of the imported product is approximately 20 cents per pound, and 
the duty of 2 cents per pound is no more than 10 percent of the landed cost. 

The low import duty, combined with the substantially lower wage and salary 
scale of foreign manufacturers, constitutes a real threat to the continued manu- 
facture of ultramarine blue in the United States. The foreign manufacturers 
have an advantage in our market of approximately 6 cents per pound after 
paying freight and duty. 

We do not have to stress the fact that our competitors abroad have lower 
manufacturing costs. Wages are lower as are raw material costs. As pointed 
out above, the Standard Ultramarine & Color Co. is the sole remaining pro- 
ducer of ultramarine blue in the United States. American Cyanamid, which 
was our principal competitor, suspended production of ultramarine blue in 
October 1955 electing to supply their customers with blue imported from 
Germany under some type of contract with the German firm, Vereinigte Ultra- 
marin, KélIn. This action of American Cyanamid is evidence that it is now 
more economic to market imported blue than to produce it in the United States. 
Unless we are afforded some tariff relief, this company may be forced to take 
similar action which would mean that the entire United States market for 
ultramarine blue would be dependent on foreign supplies. 

Imports of ultramarine blue for the year 1957 were in excess of 2 million 
pounds, and under the present low duty rate we foresee a continued increase 
in the rate of imports during the coming months. 

Throughout the history of our company we have had the threat of imported 
ultramarine, but up until recent years, it has been possible to increase our 
prices modestly to offset increases in our labor and raw material costs. Price 
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increases for us are no longer possible. Our last increase was in April of 1953 
and ranged only from $0.015 to $0.025 per pound. Since that date, our labor 
costs have increased 20 percent, raw materials 10 percent, and other charges 
such as freight, operating supplies, and general expenses have also increased. 

Recently, Reckitt and Colman of Hull, England, one of the largest manu- 
facturers of ultramarine blue in the world, have intensified their efforts to 
market ultramarine blue in the United States. For a time it appeared that 
their campaign was to be based on quality and due to our superiority in this 
field, they had relatively little initial success. However, it appears now that 
they are taking advantage of the cost differential which they enjoy due to 
lower costs in manufacturing and the very low United States duty. Their prices 
are lower than ours, and we have been compelled to counter this threat by 
meeting the price wherever it is found. This puts us in the position of either 
selling ultramarine blue at a loss or suspending manufacture, thereby elimi- 
nating work for 170 employees. Moreover, the loss of the ultramarine blue 
business, which constitutes approximately 30 percent of the company’s operation, 
will seriously jeopardize our ability to enjoy normal growth and provide for 
additional employment. 

The difficulties pointed out above in connection with our domestic sales 
apply also to our export program, and we have seen our sales of ultramarine 
blue abroad decrease year by year because we are unable to meet the prices 
offered abroad by the principal competitors located in England, Germany, Bel- 
gium, and Holland. As might well be imagined, we sell very little of our ultra- 
marine blue in Europe, our principal export markets being the Far East and 
Latin America where we are, at the present time, finding it very difficult 
to compete. 

The low rate of duty on ultramarine blue in the United States has never been 
reciprocated by the European countries. In those countries where an import 
license is not required, the rate of duty at the lowest is about 5 cents per pound. 
We do not have to say that when an import license is required for the importa- 
tion of ultramarine blue into European countries that applications for such a 
license are very rarely looked upon favorably. Thus, the reciprocal-trade 
agreements have never been a two-way street. We see no justification for low 
duties levied by the United States when our products are not accorded equal 
treatment in Europe. Furthermore, a reduction of import duties by other 
countries offers no relief due to the low costs of manufacture in the countries 
of origin combined with the fact that freight rates from the United States of 
America to European ports are higher than those from European ports to 
the United States. 

We believe that an effective trade agreements program must have provisions 
which will permit United States manufacturers to effectively compete with 
products of foreign manufacture in the United States market. This we cannot 
do under the trade agreements program as it exists today. 

W. H. Starx, 


Executive vice president. 


THE SOCIETY OF THE PLASTICS INDUSTRY, INC., 
New York, N. Y., March 18, 1958. 
Hon. WILBUR D. MI“Lks, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


GENTLEMEN : The Society of the Plastics Industry, Inc. appreciates the oppor- 
tunity to record its opposition to H. R. 10368. The thousand members of this 
association located in the United States are much concerned with the very real 
threat to the industry posed in this legislation. Already badly undersold in a 
number of key products by goods imported from low wage countries, the asso- 
ciation believes that to invite further continuation of this destructive tariff- 
cutting program is to invite our own annihilation. 

At no period in the history of the trade agreements program has there been 
sufficient pause in the pell-mell rush to reduce tariffs to measure the true value 
of the many concessions granted to friendly nations. Until those to whom 
it is proposed to give this authority change their belief that they must use the 
authority and continue to use it without pause until it is exhausted, there will 
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continue to be posed to all American industry unwarranted exposure to the 


fruits of countries whose working and living standards could not be tolerated 
here. 


Present tariff levels give cause for concern. Substandard competitive in- 
roads have been made in the United States market in a number of products 
manufactured by our members. These include plastic toys from the Orient, 
particularly from Japan. Plastic buttons arriving from Italy and Japan have 
taken over a considerable portion of the market here. Other important plastic 
imports include table placemats from Japan and Hong Kong, dinnerware and 
kitchenware from many countries, religious articles from Europe and many 
others. 

Despite the existence of this very real situation just described, it is not pro- 
posed to further aggravate out industry’s competitive problems. We, as an 
import-sensitive industry, do not believe that it is basically fair that we should 
be expected to bear an excessive share of the burden of supporting the sales 
growth of our country’s export industries. 

While the policy of reducing tariffs has been upheld as a means of holding 
our allies versus the Communist bloc, we feel it is equally important to maintain 
the health of our domestic industry. Certainly in wartime these are the ones 
that would be called upon to supply the goods needed for war, important as the 
good will of our foreign allies might be. 

The present overall business softness has brought an acute awareness of the 
possibilities for serious aggravation of an already worrisome situation. This 
is intrinsic to the whole trade agreements program at the present very low 
tariff levels. 

In conclusion, we believe that the trade agreements authority should not be 
further extended for the reasons outlined above. 

Respectfully submitted. 

G. G. WetcH, Chairman, SPI Tariff Committee. 


VINYL Fasrics INSTITUTE, 
March 21, 1958. 
lion. WiLtsur D. MILLs, 
Chairman, Committee on Ways and Means, 
New House O fice Building, Washington, D.C. 

GENTLEMEN : The members of the Vinyl Fabrics Institute wish to record their 
opposition to H. R. 10368, the trade agreements extension bill of 1958. 

This institute, formerly known as the Plastic Coatings and Film Association, 
is comprised of manufacturers of pyroxylin and vinyl-coated materials, and all- 
plastic vinyl sheeting, primarily for upholstery purposes, in the furniture and 
automotive industries. In addition, there are other numerous applications in- 
cluding luggage and case coverings, folding doors, garment material, shoes, hand- 
bags, and many specialty items. 

The existing low United States import duty structure, coupled with low foreign 
wages, set the stage for a competitive situation in which our industry could 
well be powerless to compete. In Europe and in the Orient there have been 
tremendous growth and development in industrial activities, including the manu- 
facture of products such as ours. As a result, the competitive threat posed here 
is assuming very real proportions. 

Proposals now before the Ways and Means Committee would further extend 
the program to reduce tariffs. It is not known, in an absolute sense, the real 
protective effect of present tariff levels, yet further reductions are proposed. 
Such actions could well serve to aggravate seriously industry’s problems of the 
moment stemming from the current business recession. 

In conclusion, we do not believe this legislation to be of necessity or of 
particular benefit to American industry. Therefore, we urge that it not be passed. 
We appreciate the opportunity to record our views in the hearings held by this 
committee. 

Respectfully submitted. 

PauLt F. Jounson, Earecutive Secretary. 
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ACETO CHEMICAL Co., INO., 
Plushing, N. Y., February 17, 1958. 
The CoMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D.C. 


GENTLEMEN : Our organization is a chemical company that reclaims chemical 
byproducts, and also imports chemicals into the United States. As such, we have 
a distinct interest in the bill H. R. 10368 intended to extend the trade agreements 
program for 5 years. . 

The proposals outlined by the President, which authorize him to reduce rates 
of duties, are indeed excellent. We would like to go on record as supporting 
this bill (with one notable exception mentioned below). Obviously, lowering the 
duties on imported materials should result in lower prices to the consumer; 


and, in turn, increase the general purchasing power of the public. This increase: 


in purchasing power will go far toward acting as an antirecession measure. 
Thus, contrary to many opinions, the lowering of duties will, in general, have 
a beneficial effect on the economy of the Nation. 

It should also be noted that by importing products, dollar balances are created 
abroad which enables foreign consumers to buy more American goods; and this, 
in turn, may help us to dispose of our own agricultural and industrial surplus. 
For this reason, we cannot urge you too strongly to extend the life of the 
reciprocal trade act for another 5 years. 

We would be turning our backs on the rest of the world if we do not extend 
this act. 

The portion of the act to which we object is that portion which would enable 
the President to raise duties to 50 percent above the rate of duty in effect on 
July 1,1934. The existing law provides for raising the rate of duty to 50 percent 
above those in effect in 1945, and these rates of duty were in any case high, as 
shown by the fact that they have been reduced greatly through the years. To 
enable the Government to raise the duties 50 percent over those existing in 
1934 would mean an increase in duty of almost 200 percent, in some cases, which 
could result in complete chaos in trade channels. 

As you probably know, the rates of duty in effect July 1, 1934, were the highest 
rates of duty which ever prevailed in the United States. Certainly for us to 
even be able to raise duty rates above those high figures—which prevailed over 
20 years ago—would not be a reasonable approach to solving the problems that 
our country faces in the world today. For this reason, we respectfully suggest 
that this provision in the law be dropped. 

As an alternate provision, we suggest that where American industry is seriously 
injured, some form of Government assistance be supplied to both labor and 
management to enable them to make a transition to other forms of enterprise in 
which our own country’s talents enables us to be naturally competitive. 

We should like to point out that there are a few cases where the “American 
selling price” provision of the law has imposed serious problems for both the 
importer and consumer in the United States. This provision stipulates that 
duties on some imported commodities be based on the American selling price 
regardless of what the price is in the rest of the world. In some cases where 
there is only one American manufacturer, he can maintain an artificially high 
selling price which effectively bars imports (because duties are based on his 
own artificial price). He can thus maintain a monopoly in the United States on 
a particular product. By enabling the President to reduce tariffs to a maximum 
of 50 percent ad valorem—which is in itself a high duty—such monopoly posi- 
tions would be discouraged, and the country as a whole would indeed benefit. 

For the above reasons, we respectfully urge you to press for the passage of 
H. R. 10368, with the one change of giving the President the right to raise duties 
to 50 percent of the rate which prevailed on July 1, 1945, instead of 1934. 

Yours truly, 
S. Mann, President. 
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L. A. Satomon & Bro., 


New York, N. Y., March 12, 1958. 
Hon. WiLB0ur D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, 
House Office Building, Washington, D.C. 


Dear Siz: We are informed that your committee is now holding public hearings 
on H. R. 10368 to extend the Trade Agreements Act. I would like to take this 
opportunity to state some of my views regarding this bill, which I hope may be 
of some interest to you. 

Basically, I believe that in these critical times, even more than usual, it is 
of prime importance to our economy that maximum number of workers be gain- 
fully employed in private industry. Certainly, anything which would threaten 
our export business, particularly at this time, would be extremely dangerous to 
our whole economy and to continued high employment. Since the number of 
American workers depending on exports for their jobs is infinitely larger than any 
number which may be affected by competitive imports, it would seem reasonable 
to conclude that the extension of the Trade Agreements Act is of prime 
importance. 

There seems to be some disagreement as to the term for which this act should 
be extended. I would favor the present proposal to extend the Trade Agreements 
Act for 5 years at least because it would give American businessmen assurance 
over a long term as to the policy of the Government so that they could proceed 
with long-term plans so important to healthy development of business. Such a 
minimum extension would also give us the opportunity to develop our import and 
export business solidly during the formative years of the European common 
market. 

Along with a minimum 5-year extension of the Trade Agreements Act, and 
again to give American businessmen long-term assurance as to tariff problems, I 
would urge that the authority of the President to approve, modify, or reject 
Tariff Commission recommendations, particularly, in escape clause investigations, 
be continued and that the President be authorized to negotiate reductions of any 
existing rate found by the Tariff Commission to be unnecessarily high. 

To give us additional bargaining power in the years ahead, it would seem that 
the Tariff Commission might prepare a list of articles either not produced here 
at all or produced in such minute quantities that they are of practically no im- 
portance. Such a list should then be subjected to open hearings, following which 
additions and subtractions might be made. The President should then be author- 
ized to transfer any items on the final list from the dutiable list to the free list. 

No doubt the points which I have brought out have been said before and perhaps 
more authoritatively, but I assure you, never with deeper feeling and with greater 
sincerity. I believe only completely selfless action by all of us can effectively 


reese a quick recovery from present recession and a climb to new economic 
eights. 


Most sincerely yours, 
Henry G. Satomon, President. 


Meap JoHNSON & Co., 


Evansville, Ind., February 27, 1958. 
Hon. Wiisur D. MILLS, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE Mitts: This letter is to inform the committee of our 
support of the proposal to extend the Reciprocal Trade Agreements Act and 
to endorse the program of President Kisenhower’s administration for its renewal. 

It is our considered opinion that a program leading to a reduction of trade 
barriers and an increased flow of commerce throughout the free world is in the 
national interest. The economy of the United States is increasingly dependent 
on sources of supply and on markets abroad. During the so-called recessions 
of 1948-49 and 1953-54 foreign demand exerted a supporting influence and 
materially cushioned the decline in business in the United States. 

Estimated exports of $19.4 billion during 1957 constituted an exceedingly 
important segment of our economy. With imports estimated at $12.9 billion, the 
surplus of exports over imports increased to $6.5 billion, the largest in 10 
years. The dollar gap of the early postwar years is back. If our exports are 
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to be maintained, it is essential that our customers abroad have opportunities 
to earn United States currency with which to purchase our products. 

While directed at liberalizing trade, the proposed legislation adequately pro- 
vides for safeguards against injury to any specific segment of the home economy. 
These safeguards, which determine the extent of injury in terms of the national 
interest, have been strengthened. 

Mead Johnson & Co. relies upon foreign sources for a number of products and 
raw materials and an appreciable part of our production is exported to other 
countries. These operations, which provide employment and generate profit, 
are of great value to the company and to the community. 

We believe the national interest will best be served by the liberalization of 
trade policies and accordingly urge adoption of the administration’s proposals. 

Sincerely yours, 
Rosert E. SEssions, 
Beecutive Vice President. 


SMITH, KLINE & FRENCH LABORATORIES, 
Philadelphia, March 19, 1958. 
Hon. W1LBuRk D. MILLs, 
Chairman, Committee on Way and Means, 
New House Office Building, Washington, D. C. 

D £ak Mr. MiLus: I write to you as president of Smith, Kline & French Labora- 
tories of Philadelphia. My company is primarily engaged in the discovery, manu- 
facture, and sale of pharmaceutical products. Our 1957 sales were $115 million, 
of which more than 9 percent were made outside the United States. 

I urge extension of the Reciprocal Trade Act for not less than 5 years. 

I urge that no additional authority be given the President to raise tariffs. 

Any extension of the Reciprocal Trade Act should provide for United States 
membership in the Organization for Trade Cooperation. 

I urge that the proposed act should prevent the use of quota restrictious to limit 
imports into the United States. 

As substantial taxpayers to the Federal Government ($20,523,710 in 1957), we 
urge that foreign countries be given a fair chance to earn dollars by the sale of 
their products in the United States, so that United States foreign aid and taxes 
eventually can be reduced. 

I believe the United States pharmaceutical industry will not be injured by 
further lowering and even eventual elimination of tariffs. on manufactured 
pharmaceutical products and on chemicals. On the contrary, it will probably 
prosper by selling more American products abroad. 

Recently, Smith, Kline & French scientists visited Russia. Five Russian 
scientists and pharmaceutical production people visited us in Philadelphia for 
almost a month. If continuous business relationships and regular trade could be 
established with Russia, I am sure from personal observation that the resulting 
contacts would serve to correct mutual misconceptions. In its small way, every 
commercial contact made with a foreign country promotes the cause of world 
peace. Lower tariffs increase two-way trade. 

In our own industry, so-called cheap foreign labor does not necessarily result in 
lower foreign manufacturing costs than in the United States. In India, for in- 
stance, where hourly labor is low, two of our products cost us 27 and 70 percent 
more than the same products in the United States. Chéap labor is often inef- 
ficient and requires more inspection; and in countries where labor is cheap, our 
raw materials and machinery costs are often high. 

Sincerely yours, 
Francis Boyer, President. 


(Thereupon, at 12: 35 p. m., the committee adjourned, to reconvene at 
10 a. m., Wednesday, March 12, 1958.) 
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WEDNESDAY, MARCH 12, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
— New House Office Building, Hon. Wilbur D. Mills (chairman) 

residing. 
: The Chrenei: The committee will please come to order. 

Our first witness this morning is Mr. J. Herbert Myers. 

Mr. Myers, please come forward, sir, and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF J. HERBERT MYERS ON BEHALF OF THE NATIONAL 
MACHINE TOOL BUILDERS’ ASSOCIATION, CLEVELAND, OHIO 


Mr. Myers. My name is James Herbert Myers. I am representing 
the National Machine Tool Builders’ Association, whose members com- 
prise the majority of the machine tool builders in this country, and 
who are responsible for about 90 percent of the industry’s production. 

The CuHatrman. Mr. Myers, would it be possible for you, sir, to 
eng your statement within the 15 minutes we have allotted to 

ou’ 

Mr. Myers. I am quite sure it will be. 

The CuHarrMan. You are recognized, sir. 

Mr. Myers. Thank you. 

I should like to begin with a discussion of the machine tool industr 
with primary emphasis on foreign competition. This will lead logi- 
cally into a discussion of the proposed extension of the Trade Agree- 
ments Act. 


THE IMPORTANCE OF THE MACHINE TOOL INDUSTRY 


When the Trade Agreements Extension Act of 1955 was before this 
committee, Mr. M. A. Hollengreen appeared on behalf of our associ- 
ation. In reviewing the machine tool industry’s export and import 
problems, he outlined the vital importance of the machine tool in- 
dustry to the national economy and security. As Mr. Hollengreen then 

ointed out to this committee, machine tools are to be found at the 
ase of all manufacturing activity. Everything made of metal has to 
be made on machine tools or on machines or tools made by machine 
tools. Machine tools are in truth the master tools of industry, and 
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are used to make machinery for such things as shoes, tires, and auto- 
motive equipment, as well as machines for the manufacture of guns, 
aircraft, missiles, jet engines, and bodies and fuselages of planes. 

Without machine tools, our economy would soon revert to the status 
prevailing before the industrial revolution. Because guns, aircraft, 
ships, and now missiles have to be made on machine tools, without 
machine tools we should be unable to defend ourselves. If we are to 
compete with the Soviet Union in the race for space and world leader- 
ship, we must have modern machine tools and a strong machine tool 
industry. 

A strong nation both industrially and defensively is one with a 
strong and vital machine tool industry. Machine tools, to the extent 
that they are used for both industry and defense, become increasingly 
important, and any decline in the capacity of that industry is vital 
both defensively and industrially. 


PRESENT CONDITION OF THE MACHINE TOOL INDUSTRY 


I regret to have to report today that this vital industry is in the 
midst of a very serious productive and financial downturn. 

During 1957, orders fell off persistently from month to month, and 
although the figures for February of 1958 are encouraging, there is 
as yet no positive sign of an upturn. Employment is off 28 percent. 
Companies have gone to a 3-day workweek. 

On the basis of a projection of orders received during the last 4 
months of 1957, machine tool production for 1958 will not exceed 
$400 million, and it probably will fall much lower. When inflation 
and other factors are taken into account, this means that the industry 
will fall in 1958 below the level of the postwar period 1946-50. That 
was the period which we in the industry call the machine tool de- 
pression. The market was saturated with sales of surplus World 
War II machines, and 38 machine tool companies were forced to 
liquidate. Yet in 1957, we were approaching the postwar depression 
Jevel, and in 1958 we may very well go below it. 


THE INCREASE IN MACHINE TOOL IMPORTS 


There are a number of factors which contribute to the machine 
tool downturn, but this committee will be principally interested in 
the impact of foreign machine tool imports.* 

Imports from Europe are much more important today than they 
were in the postwar years when European machine tool builders were 
rebuilding their factories. Not many years ago, imports accounted for 
only a small fraction of domestic production. Today, they amount to 
30 percent, and perhaps more in certain areas. The picture is not 
uniform throughout the industry, because some machine tool builders 
face more foreign competition than others. 

According to the best available statistics, very serious foreign com- 
petition exists in the field of general purpose machines, particularly 


1Other adverse factors are: (1) Unrealistic depreciation policies on the part of both 
industry and Government which hinder or preclude timely replacement of obsolete machine 
tools; (2) Government disposition of excess machine tools which may amount to as many 
as 12,000 machines in 1958; (3) inadequate financial resources after high taxes and re- 
negotation to provide the facilities, the research, the engineering, and the redesign re- 
quired to create new products and to get past the hurdle of a market saturated by Korean 
production. 
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radial drills, turret lathes, shapers, engine lathes, and circular sawing 
machines. Many companies manufacturing general purpose machines 
are facing serious financial difficulty. Some of them may not be able 
to survive. All companies in this area have been injured, and the 
problem becomes more critical every day. 

The situation is so serious that the association has been asked to 
file an application to the Office of Defense Mobilization or the Tariff 
Commission for national-security clause or escape-clause relief for 
its members. Unfortunately, we have been hampered by the absence 
of sound statistical information. We have been told that some of the 
Census Bureau figures on machine tool imports are seriously in error.’ 
In the absence of sound statistical infor mation, the industry is at- 
tempting to make its own survey. Preliminary figures substantiate 
what I have already said about the very substantial increase in machine 
tool imports which is now under way in the area of standard or general 
purpose machines. 


THE DECREASE IN MACHINE TOOL EXPORTS 


The export picture is no more favorable than the import picture. 
There was a time when machine tool exports accounted for around 
30 percent of the entire United States production. But in recent 
years, the proportion has been about 10 percent, and there is no sign 
of any improvement. Moreover, the relative United States partici- 
pation in foreign markets is declining. More and more, the metal- 
working industries of E urope are using European machine tools. 
Once again, it is the United States manufacturers of general purpose 
machines that have been hardest hit. United States export ship- 
ments consist primarily of machines which have no foreign counter- 
part. These consist of special, high production, or automated machines 
which fit our particular economy, and also some types and sizes of 
standard machines which are not made abroad. 


FOREIGN WAGE SCALES 


Foreign machine tool builders are preempting the market abroad 
and making inroads in the market here because of the wage scales 
prevailing in the countries of our principal foreign competitors. 
The average hourly rate of pay for skilled machine tool mechanics 
in the United States amounts fo about $2.65. In Europe, it ranges 
from somewhere between $1.25 and 40 cents an hour, according to 
the country. Many machine tools are virtually hand built, and direct 
labor is therefore a much more important factor than it is in indus- 
tries which can use machine tools in mass production. Here let me 
give you a specific example of what this means in terms of cost 
and price. 

Let us assume an American machine that takes 500 man-hours to 
manufacture. At the average hourly rate of $2.65, the direct labor 
cost is $1,825. A foreign company might expend 50 percent more 
hours for inefliciency and still end up with 750 hours at, say, 80 


2 This is by no means the fault of the Bureau of the Census. We have heen working 
with Census personnel, and they are most efficient and cooperative. The difficulty arises 
out of the statistical materials which are available, and every effort is being made to 
bring about an improvement. 
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cents an hour. The foreign direct labor cost would thus be $600, less 
than half the United States cost. 

For these reasons, United States machine tools necessarily cost 
much more than comparable foreign machines. They cannot pos- 
sibly compete pricewise with foreign machines. Where there is for- 

eign competition, the United States builder has to rely on the greater 
power, trouble-free operation, service, rigidity, and ‘productivity of 
his machine to make a sale. U nfortunately, there are many situations 
in which the customer is mainly interested in price. 


THE INDUSTRY IS MOVING ABROAD 


With the decline in machine tool exports, many United States com- 
panies have established or are about to establish foreign subsidiaries 
or operating divisions abroad. This move was designed to meet 
foreign competition in foreign markets with competitive prices 
achieved with American know-how at European wage scales. It be- 

came evident shortly after World War IT that the only way to main- 
tain an established position in an export market was to build abroad. 

Some United States companies with operations abroad have been 
reluctantly considering the much more serious step of exporting a 
part of their foreign production back into the United States market. 
The pressure of increased foreign competition is forcing such a step 
for self-preservation. No responsible member of the industry views 
with anything but apprehension the thought that one day a substantial 
part of his production facilities must be located abroad in order to 
sell at home. Yet this is a possibility. 

In terms of the national security, this possibility poses a serious 
problem. If, because of the economics of foreign trade, the aircraft 
or the missile industry were to dilute its capacity by moves abroad, 
the matter would be a pressing one for this committee and the whole 
Grovernment. We obviously cannot concentrate our productive capac- 
ity in Europe, where it might be swept up in a Soviet march to the 
coast. The machine tool industry is much smaller than the aircraft 
or automotive industry and on the surface perhaps less significant. 
But on close analysis it is absolutely vital to the national security. Its 
capacity for making the machines that make aircraft, missiles, ships, 
guns, and tanks must be concentrated at home. 


TARIEFS AND TRADE BARRIERS 


The United States tariff and foreign trade barriers compound and 
aggravate the serious situations which I have described. 

As I understand it. our trade agreements are supposed to be re- 
ciprocal. According to my dictionary, “reciprocal” means “corre- 
sponding to each other, as being equivalent.” But as to machine tools 
the United States tariff is by no means the equivalent of the various 
foreign trade barriers. The present situation is exceedingly unfair 
and discriminatory. 

The United States tariff on foreign-built machine tools is 15 percent 
for most types, and for a few types 18 to 20 percent. 

By contrast, the foreign countries which contain our major export 
markets have imposed tariffs plus special fees and taxes that In some 
cases add up to 55 percent. In addition, several countries have licens- 
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ing systems which impose what amounts to an embargo on some kinds 
of American machines. 

Here let me describe the French import regulations which are typi- 
cal of those imposed by European countries. 

In France, an import license is required. Before issuing a license, 
the authorities screen (1) the essentiality of the proposed import; 
(2) the availability of similar French machines; (3) the availability 
of similar machines in foreign countries with currencies less tight 
than dollars; (4) price; (5) quality; (6) trade agreement commit- 
ments; (7) such other factors as may come to the attention of the 
authorities. On the question of whether a French machine is avail- 
able, the intent of a French manufacturer to produce a similar ma- 
chine in the future is sufficient to defeat the license. 

In countries like France with a licensing system, the tariff is not 
the real problem. Neither is the shortage of dollars. Because gen- 
eral purpose machines are manufactured in abundance in almost every 
European country, standard general purpose machines of American 
origin cannot be licensed regardless of superiority. Meanwhile these 
same protected European manufacturers can ship their machines 
across our low tariff wall and sell them at prices well under the prices 
for similar machines made here. 

The American position will deteriorate even more as the so-called 
common market gathers momentum. The adoption of the British pro- 

. s © ie ryy 
posal for a free trade area would have a similar effect. These devel- 
opments as well as existing trade barriers and the very substantial 
wage differential are increasing the interest of machine tool builders 
in manufacturing, subcontracting, or licensing abroad. 

The fact of the matter is that insofar as machine tools are concerned, 
reciprocal trade has been a one-way street. In Europe, we are faced 
with barriers like the French licensing system. But in this country, 
the present 15 percent level of the machine tool tariffs affords the in- 
dustry almost no protection. Because of low wage scales, foreign ma- 
chine tool builders can often bid 50 percent under the United States 
price. Some bid more and some bid less, but I think it safe to say that 
every foreign company that I know anything about can absorb the 
United States tariff and still underbid any United States machine tool 
builder in the United States market. 


THE TRADE AGREEMENTS EXTENSION ACT OF 1958 


I shall now discuss the machine tool industry’s views as to H. R. 
10368 and 10369, which may become the Trade Agreements Extension 
Act of 1958. 

First let me say that the industry is not taking any position on the 
long-range advantages of reciprocal trade. Many machine tool build- 
ers have done and hope to continue to do extensive business abroad. 
These companies recognize that the United States cannot isolate itself 
completely from the flow of world trade. They feel that true reci- 
procity with no embargoes and no high tariffs either here or abroad 
isanadmirable planning goal. But unfortunately there are difficulties 
in its immediate achievement. 

I have already mentioned some of the main difficulties. They in- 
clude the low United States tariffs and the high foreign trade barriers. 
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Moreover, many foreign machine tool builders are subsidized to some 
extent by their governments. 

Actually, several foreign machine tool industries were financed by 
the United States Government during the postwar and Korean periods, 
The German industry owes its rehabilitation and existence to ECA, 
MSA, and FOA funds. While we appreciate the wisdom of the over- 
riding national policy in favor of a reconstituted and healthy Germany, 
we have to raise the question whether the national interest does not 
require some measure of protection against the foreign machine tool 
competition which the United States Government cre: ated. 

The committee will accordingly understand that the machine tool 
industry is primarily concerned with the protective features of the 
act: the escape clause, the peril point provision, and the national se- 
curity clause which was introduced into the basic law by section 7 
of the 1955 act. We note from the testimony of administration spokes- 
men and from the pending bills that there seems to be no disposition to 
weaken or repeal any of these provisions, and that on the contrary 
there is a proposal to strengthen them. For all the reasons that have 
been given, the machine tool industry feels very strongly that these 
clauses must be strengthened. The only question is whether the pro- 
posals in the pending bills go far enough. 

As we understand the bills, they would permit the President to 
increase the tariff by as much as 50 percent over 1934 levels in both 
escape clause and national security clause proceedings. As a practical 
matter this means that the tariff on most machine tools could be raised 
to 45 percent. In some areas of the industry, this might provide ade- 
quate protection, but in others it would not. In my judgment, there 
are a good number of foreign machine tool builders who would have 
very little difficulty in absorbing a 45 percent tariff, and these are the 
builders who prov ide the greatest threat to the United States industry. 

Here, I should like to give you a spec ific example. The Warner 
Robins Air Force Base is now in the process of buying some shapers. 
The lowest United States bid is $8,800. The lowest foreign bid is 
$4.071. So the difference in price is $4,729. In his price, the foreign 
bidder has already absorbed a 15-percent tariff, and it is obvious that 
the $4,729 price differential is much more than enough to absorb an 
additional 30 percent. Had the tariff been 45 percent, the foreign 
bidder would have had no difficulty whatever in bidding, say, $5,800, 
and so maintaining a price differential of $3,090 per shaper.’ 

Under these circumstances, it is the position of the machine tool 
industry that the President should have clear authority to raise the 
tariff as high as is necessary in the interests of the national security. 
Once the President finds that there is a threat to the national security, 
there should be no limit on his power to act. For this reason and at 
the very least, section 7 of the 1955 act should be amended to make 
it plain that when the President finds a threat to the national secur ity, 
he may raise the tariffs to a level which will eliminate the threat. 
A similar amendment might very well be made applicable to escape- 
clause proceedings. 


* The foreign bidder’s papers indicate a tariff value of around $3,500 per unit. On this 


basis. a 45-percent tariff would bring the cost before insurance and ocean freight to 
$5,075. 
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In recapitulation, I would stress: 

1. The national security aspects of this situation require a strong 
and vital machine tool industry. Increasing competition at extremely 
low consumer prices at home and a rapidly diminishing market abroad 
for American-made machine tools are reducing the number of ma- 
chine too] plants, the supply of trained and in-training skilled work- 
ers and design engineers, and hence bringing about a reduction in de- 
fense capacity. 

2. As this defense capacity is threatened, adequate measures should 
be provided to increase tariff in those areas directly affected. 

3. Our industry should have equal opportunities to compete abroad 
and should not be restricted by endless trade barriers that prohibit 
exports of machine tools. 

We are not asking for subsidies or any other extraordinary gov- 
ernmental assistance. We simply want an opportunity to remain 
strong and compete on an equal basis with foreign companies for the 
markets of the world. 

I want to thank you for this opportunity to be heard on this matter. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. You say we used to ship about 30 percent of our ma- 
chine tool output abroad, and now we ship only about 10 percent. 

Mr. Myers. That is right. 

Mr. Mason. The reason for that is, these impossible barriers that 
other countries are putting up, like quotas, licenses, and all of those 
things. 

Mr. Myers. Yes. 

Mr. Mason. The only barrier we have against their machine tools 
is this little 15 percent. 

Mr. Myers. Exactly. 

Mr. Mason. Which does not amount to anything. 

The fact of the matter is, sir, while we have been lowering our 
average tariff barriers, ever since the reciprocal trade agreements 
program went into effect, from an average of about 1614 percent, 
halfway up the totem pole, down to five-and-a-fraction percent, al- 
most to the bottom, seventh from the bottom, England has raised her 
tariff barriers and added to that licenses and all these other restric- 
tions that make it impossible for you to compete over there. 

Mr. Myers. That is correct. 

Mr. Mason. Then, this has not been a two-way street; has it? 

Mr. Myers. It has not. It is not reciprocal. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuatrman. Mr. Reed will inquire, Mr. Myers. 

Mr. Reep. I am not going into this very much, but I hold in my 
hand a set of pliers. Down below it shows the price that they sell for 
in this country, $1.98. The price of the United States product is $3.40. 
It is a beautiful pair of pliers. [Displaying pliers. ] 

You cannot compete with that, can you? 

Mr. Myers. In the machine tool industry we do not make the pliers, 
but we will make the forging machines that will forge that shape, 
and the cutting tools that will cut it and make it precise enough that 
it will do a proper job. We cannot do it for that; no. The wage 
scale is too different. 
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Mr. Reep. The company that manufactured these pliers in this 
country certainly cannot compete with the wages of England on the 
pliers that I hold in my hand. 

Mr. Myers. No. The average wage would be about 65 cents an 
hour, as compared to $2.65, without the fringe benefits. 

Mr. Reep. I have plenty of evidence coming over my desk from my 
own district about what this trade agreement policy of low tariffs is 
doing to our industry. They are suffering, and they are going to suf- 
fer more. There has never been a time in the history of this country 


when we got the tariffs so low, that we did not have unemployment, 
too; not once. 


Thank you very much. 

The CHarrman. Mr. Myers, may I inquire of you for just a mo- 
ment about a separate matter that is not really before us this morning ? 

It has always been my understanding that we could look to the ma- 
chine tool trade to determine a little ahead of time whether or not there 
were signs within that industry that indicated any upswing that would 
occur later on within our economy as a whole, because if there is to be 
growth, expansion, orders have to be placed for the instruments to 
forge the products that go into that further growth. 

Some days ago I read in the Wall Street Journal that the machine 
tool industry was beginning to receive more orders in February than 
during this previous period that you have mentioned in your state- 
ment, when orders were declining, and that that was some evidence 
that the economy might be tending in the future to rise from its pres- 
ent levels. 

Is it true that the machine tool industry in February and March has 
been receiving more orders than, say, in a comparable period 6 months 
earlier or 3 months earlier or 4 months earlier ? 

Mr. Myers. The returns for February are not in as yet. It was 
indicated that from roughly 19 million in each of the months of 
November and December, it had gone to roughly 21, almost 22 million. 
I think part of that can be accounted for by the rather miserable 
weather which we have had. To sell machine tools, we have to have 
salesmen out calling on customers. I rather imagine that some of those 
calls were not completed during that period, and the business that 
resulted, that slight upsurge, would otherwise have been spread out 
over those 2 months. 

It is true that the machine tool industry is somewhat of a barometer 
of any change in general business, because when business drops off 
and there are idle machine tools in the plant, it is most difficult to 
convince that purchaser of machine tools that he needs to replace any 
of them, if he has no workers at the machines he now has. Therefore, 
any continuing decline in unemployment means that we are not going 
to sell machine tools to replace even the obsolete ones that are in those 
plants. 

Have I answered your question ? 

The Crarreman. That rise, then, should not be interpreted as a 
hopeful sign ? 

Mr. Myers. We would like to have it interpreted that way. We 
are always optimistic. But we area little afraid to look that far ahead. 
There is nothing on the horizon in the general business indications 
that indicates that the machine tool industry is going to be headed 
upward. 
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The Cuamman. Any time soon ? 

Mr. Myers. Any time soon. 

The Cuarrman. Thank you, sir. 

Mr. Simpson will inquire, Mr. Myers. 

Mr. Simpson. Mr. Myers, the industry that you are so ably repre- 
senting today is a very important industry in a part of the congres- 
sional district I am honored in representing. The continuance of that 
very important industry is not only important to the community in 
which it is located, but I have always been led to believe it is important 
to our entire industrial life, because the plants there, in conjunction 
with others of that industry, make the machines out of which our vast 
productive capacity arises. 

That is correct; is it not? 

Mr. Myers. That is correct. 

Mr. Stmpson. Likewise, this industry has made the machines which, 
since the war, have gone abroad and built up our competitors, and 
that accounts for a large part of the large export market that you 
have had in the past few years, too. 

Mr. Myers. That is right. 

Mr. Stmpson. Our friends from abroad who get machines from us, 
either by purchase or by gift, as soon as they get them—and I do not 
criticize them at all—close the door and use those machines to make 
—— for their own people so that we thereby lose the market. 

s that not true, too? 

Mr. Myers. That is exactly so. 

Mr. Stmpson. If they go a little farther than that, they are invit- 
ing our industry to move over there; are they not ? 

Mr. Myers. Yes, and many of our companies have gone over there 
in self-defense. 

Mr. Simpson. And others are making plans to go over now, I am 
informed. 

Mr. Myers. That is right. 

Mr. Simpson. Not because they want to go, but simply because they 
have to go to service their machines that are in operation abroad, and 
to hold that part of the market. 

Mr. Myers. Yes, we must have an export market, because it repre- 
sents a sizable capacity of our plants. 

There was a time before the war when the machine tool industry’s 
export market was very necessary in order to sustain the industry at 
a high level, to give it the defense capacity which we needed. If we 
shrink that back, we shrink the entire industry back to an entirely 
lower level. 

Mr. Stupson. To the extent that American plants that manufacture 
machine tools are for competitive reasons forced to and do move 
abroad, I assume that the product there, that would be manufactured 
more cheaply, would fill a substantial part of what used to be the 
export market from the United States. 

Mr. Myers. In part that isso. 

Mr. Stupson. Would they not, if they were in Europe, be tempted 
to ship into South America ? 

Mr. Myers. They would definitely ship to South America, because 
if we cannot ship from the United States because of higher prices 
which we must have because of our higher labor standards, then the 
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prices of the machines that are built abroad at lower wages will 
compete with the same types of machines that are made abroad. 

Mr. Stmpson. It opens up a vast field of conjecture, and I have to 

say to you that I believe that that which is happening is exactly what 
has been planned under this bill. I regret very much that the obvious 
intent of the reciprocal trade program as administered for the past 
twenty-odd years has been to build up industries in other nations and 
to move into other nations the things that they want to do. 

Certainly it has not been designed to protect the American manuv- 
facturer. I can name a number of industries that we are encouraging 
by this legislation to do just what the machine tool industry has been 
forced to do in part: namely, move abroad. 

Mr. Myers. That is right. 

Mr. Srupson. Consider the European Economic Community now 
being established. I think our country wants that to be successful, 
to be a strong unit of the nations across Europe. 

Is that not your conjecture, too; and does that not bring to your 
mind a picture of a reasonably self-supporting economy ? 

Mr. Myers. It does. 

Mr. Smrson. One in which they manufacture their own machine 
tools, their own automobiles, their own planes, and their own chem- 
icals, to the limit that they can, in an effort to become strong eco- 
nomically. 

Mr. Myers. And as we go abroad, our know-how, be it in machine 
tools, tractors, or farm implements, is going to raise that standard, 
because we are going to do it better. 

Mr. Stupson. As we move our industries abroad. 

Mr. Myers. Yes. 

Mr. Srmpson. Yes. And I think that isa part of the plan. I think 
those countries becoming stronger is very much in our interest, but I 
regret that our governmental policy i is to encourage businesses to move 
abroad. Otherwise, we would protect them here. 

Mr. Myers. If we had to compete only with tariffs, we could still 
ship a sizable portion of our products abroad; but we have, as you 

mentioned earlier, other trade barriers which are restrictive. 

Mr. Srvpson. They are not only restrictive. They are absolute; 
are they not ? 

Mr. Myers. They are prohibitive, absolutely. 

Mr. Srwpson. They will not let you come in without a license or 
certainly within a quota. 

I glanced hur riedly over the part of your paper here referring to 
what we ought to do in your judgment. I gather that that increase 
in the tariff rate, in your judgment, is not a proper remedy. 

Mr. Myers. No. We feel that increasing the tariff is a proper 
remedy provided it can be increased to a point where the imports of 
foreign machine tools which are now at considerably lower prices 
are not going to come in at such prices as to close out those com- 
panies who are presently producing those machines. If the prices 
were equal, we would do well, because our machines are superior. 
That can be demonstrated. 

Mr. Srmpson. You do not object to competition ? 

Mr. Myers. No; it is a healthy situation. We must have compe- 
tition, but not at prices we cannot compete with. 
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Mr. Suwrson. Your assumption is that the tariff would be high 
enough to give that type of protection ? 

Mr. Myers. That is right. Under section 7 we do not believe that 
it is carried as far as possibly it should be; nor under the escape 
clause. 

Mr. Simpson. So in lieu of a tariff in some circumstances you 
recognize the need for a quota / 

Mr. Myers. No. Quotas would be difficult to administer, or 
licensing as it is used in Europe. I think it is really a matter of 
tariffs, which can be easily controlled and administered. 

Mr. Stimpson. You would authorize the President, where it is found 
that there is a threat to the national security, to raise the tariff as 
high as necessary ¢ 

Mr. Myers. As high as necessary to protect that segment. 

Mr. Srmpson. Would you base that completely on a showing of 
national security ? 

Mr. Myers. Exactly. 

I think we might add that the machine tool industry is sufficiently 
important that in our missile program, of which we are all conscious, 
there are yet machines to be developed by our industry that are not 
on the drawing boards, because we do not fully understand the 
problem. But the people who are going to resolve it are the machine 
tool industry, and unless it is strong and vital, it will not have the 
opportunity to develop, to sit down and work out these problems. 

Mr. Stmpson. I am sure you consider the industry is vital to the 
Nation’s defense and security. Do you not? 

Mr. Myers. Exactly. 

Mr. Stmpson. Do you think that that determination as to the essen- 
tiality of the industry should be placed in the hands of any individual 
or any small group of individuals, as contrasted with the Congress 
itself declaring that the industry is essential to the national security ? 
and would you not prefer the latter? 

Mr. Myers. I think that Congress would recognize the importance 
of the machine tool industry, and I should imagine that when the 
industry itself has reached a critical state, where defense capacity 
is lost because the company is going out of business or being absorbed 
by others, and there is no possibility of reviving that capacity, the 
industry could show where this depressed situation is caused by 
imports. 

Mr. Simpson. What you are saying to me leads me to think—and 
surely I am not correct—that the industry ought literally to have its 
back to the wall, ought to be almost defunct before a determination of 
national essentiality would be made. 
| Mr. Myers. That would be too late. 

Mr. Smrrson. Yes. What do you mean? 

Mr. Myers. We have to gather statistics to show the degree to 
which these imports have reached the state of being critical, and the 
figures must be convincing. We feel it is that way from reports that 
we are getting from the field. 

Mr. Stupson. Have we come to that condition yet ? 

Mr. Myers. I think we have reached it; yes. It is for that reason 
that the industry proposes submitting recommendations for relief 
under section 7. 








1750 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Srmpson. Why do you not ask Congress, your representatives, 
to take recognition of it and to declare that this industry is essential 
to the national security and must be protected, and not leave it to the 
discretion of the Tariff Commission or the President or anyone else? 

Mr. Myers. I think it is possible. 


Mr. Srmpson. Is it not perfectly obvious that machine tools are 


the item without which you cannot carry on a war or manufacture? 
Mr. Myers. That is right. 


Mr. Simpson. And it 1s essential. 

I would like to see a provision in the law that declares your indus- 
try, along with some others, to be essential, and to have Congress 
make it very clear that the industry must be protected and not left 


to the discretion of anyone or required to furnish proof that it has 
its back to the wall. 


I thank you very much. 
(The following letter was received by the committee :) 


NATIONAL MACHINE Toot BUILDERS ASSOCIATION, 
Cleveland, Ohio, March 13, 1958. 
Hon. RicHAarRD M. SIMPSON, 
House of Representatives, 
Washington, D.C 


DEAR Mr. Stmpson: I should very much like to expand and clarify the answers 
I gave to certain questions you asked me at the hearing before the Committee 
on Ways and Means on the morning of March 12, 1958. 

First, I should like to express once more and very emphatically the indus- 
try’s complete agreement with your suggestion for express congressional recog- 
nition for the importance of machine tools to the national security. The Office 
of Defense Mobilization has often declared that machine tools are essential, 
but other agencies are concerned with reciprocal trade and it is not clear that 
all of them fully understand the problem. A congressional declaration that 
machine tools are essential would remove the matter from the area of doubt. 

Second, I should like to expand the answers I gave when you were inquiring 
about our proposals for amendments to the pending bills. It is our position 
that the President should have authority in both national security and escape 
clause proceedings to raise the tariff high enough to protect industries that make 
a ease for relief under those clauses. In the case of the machine tool industry, 
an increase in the tariff to 45 percent would not adequately protect many ma- 
chine tool lines. Yet under the proposed amendments to the act, the tariff on 
most machine tools could not be raised to more than 45 percent under the escape 
clause. The language of the national security clause (sec. 7) is broader, but 
doubt has been expressed as to whether even under that broad language, tariffs 
can be raised above the levels elsewhere authorized in the act or in related 
statutes. The doubt should be eliminated. 

I appreciate that under the national security clause the President has the 
authority to establish quotas and to set up licensing systems. You suggested 
the establishment of quotas or a licensing system for foreign machine tools, 
and this is certainly a possibility. But the simple and direct thing to do is to 
raise the tariff on machine tool lines that need protection to the point where 
they will afford protection. We think that the President has the power to do 
this under section 7 but we want to be certain. 

If appropriate, I should like to have this letter inserted in the record of the 
hearing immediately following my testimony. 

Respectfully, 
J. Hersert MYERS. 


The Cuatrman. Are there any further questions of Mr. Myers? 

If not, Mr. Myers, we thank you, sir, for coming to the committee 
and giving us the benefit of the views of your group. 

Our next witness is Mr. Walter M. Ringer. 

Mr. Ringer, please come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 
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Mr. Rincer. Mr. Chairman, it has been difficult for me to prepare 
my statement to keep entirely within the 15 minutes, and so I would 
like to ask the indulgence of the committee and reserve 5 minutes 
extra which may be required to complete it. 

The Cuarrman, Please identify yourself, sir, and have a seat. 


STATEMENT OF WALTER M. RINGER, SR., CHAIRMAN, FOLEY 
MANUFACTURING CO., MINNEAPOLIS, MINN. 


Mr. Rincer. Mr. Chairman and members of the committee, my 
name is Walter M. Ringer. I am chairman of the Foley Manufactur- 
ing Co. and two other small family-owned corporations in rather 
diversified lines: the Goodall Co. of Warrensburg, Mo., manufactur- 
ing rotary lawn mowers; the Ringer St. Croix Co., with plants at Still- 
water and Park Rapids, Minn., manufacturing uniform jackets for 
the Future Farmers of America, and a line of parka jackets for the 
retail clothing trade. The Foley Manufacturing Co., of which I am 
chairman, manufactures automatic saw filers and grinders, rotary 
lawn mowers, and a line of Foley kitchen utensils. 

T am president of the Minnesota Development Corp., recently organ- 
ized by the Minnesota Bankers Association, to encourage and help 
to finance small industries in Minnesota. 

In 1943 I helped to organize the Small Business Committee of the 
Department of Commerce here in Washington. I served as vice 
chairman for 3 years. 

Since 1946 I have been a member of the Business Advisory Council 
to the Department of Commerce. 

In January 1953 I left our business and headed a team evaluating 
foreign aid in Denmark. 

On my return from this assignment, I became Regional Director for 
Europe in the Foreign Operations Administration. I served in this 
capacity until November 1954. During much of that time I had 
direct contact with the 16 countries in the European division. 

I appreciate this opportunity of expressing my personal views in 
support of the extension of the Reciprocal Trade Agreements Act. 
I do not appear before this committee as an expert, but simply as a 
businessman and an average American citizen interested in, and ad- 
vocating expansion of, international trade for our country. 

I believe the 24-year history of the Reciprocal Trade Agreements 
Act has helped to make the United States the greatest trading nation 
in the world, with a total volume of exports in 1957 approximating 
$1914 billion, with imports approximating $12 billion. 

Ours is a consumer-directed economy, one reason why it is the richest 
in the world. If the consumer is to remain sovereign, he must have 
freedom of choice among all competitors. His choice must not be re- 
stricted. His prices must not be raised by pressures of the few. 
Should that happen, our economy would be different and far less pro- 
ductive than we have known. 

Our economy is not self-sufficient. The United States must depend 
on trade for many necessary materials. It would be very shortsighted 
not to follow the course of expanded trade. 

Protectionism strikes at the real basis of American wealth. It tem- 
porarily protects a few at the eventual expense of the many, but it does 
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even more. Inthe long run it strikes at the United States own interests 
in the world and in the peace of the world. 

In self-interest the United States must be concerned with the 
political fate of other nations. By encouraging trade expansion it 
could help provide the actual basis of wealth elsewhere, thus giving 
other nations tangible reasons for shunning communism, 

All Americans share in the benefits of world trade. The production 
of the goods that our industry and agriculture sell abroad creates 
many jobs for American workers who in turn buy things produced 
by other countries. Employment opportunities are also expanded by 
the handling and processing of imported goods, especially the imported 
raw materials that are essential to many industries. 

Farmers depend greatly on foreign sales. In 1956 one-fifth of the 
United States cropland produced for foreign markets. About 11 per- 
cent of our total farm production is exported each year. Export sales, 
which are of critical importance for some farm commodities, absorb 
over a third of the wheat and rice crops, nearly a third of the tobacco 
and the fat and oil production, and a seventh of our cotton output. 
Over $400 million of farm products, food and fibers, were exported to 
Germany in 1957 alone. 

We in Minnesota are concerned with export trade. In January 
1958, about 63 percent of the total number of Minnesota workers in 
manufacturing industries were employed in the major industries pro- 
ducing goods which the United States exports in greater quantities 
than it imports. 

Table I, which is a part of this statement, contains statistics which 
illustrate in a striking manner the importance to the welfare of the 
State of 11 leading Minnesota industries producing goods which the 
United States exports in greater volume than it imports. 

Total United States exports of products of these industries were 
valued at $4.2 billion in 1954 and over $6.2 billion in 1956. Assuming 
that Minnesota shared in this national export trade proportionately 
to its importance as a producer, the value of exports of these com- 
modities produced in Minnesota was somewhere in the neighborhood 
of $70 million in 1954 and over $105 million in 1956. 

Minnesota is an important producer of a number of major export 
commodities. The statistics in table IT, which is attached, illustrate 
the importance of exports to the leading Minnesota farm products. 

The total value of the Minnesota production of the commodities 
listed in table IT was over $1.06 billion in 1954. The exportation of 
these commodities benefits a large proportion of the individual farms in 
Minnesota. 

Our export trade also increases the domestic market for Minnesota 
agricultural products. Industrial production for export in Minnesota 
and all other States adds importantly to the employment, wages, and 
purchasing power in the cities and towns where Minnesota farm prod- 
ucts are sold and directly increases the prosperity of Minnesota 
farmers. 

In addition to the Minnesota enterprises which produce exports, a 
large number of enterprises in the State have a very important stake 
in moving, storing, and financing such goods. 

Practically every important industry in Minnesota is dependent 
upon imports to supply at least some of its essential raw materials. 
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The principal large industries in Minnesota dependent upon imports 
are shown in table III, attached. 

In my own city of Minneapolis, exports amount to $50 million an- 
nually with annual imports of $25 million. Some 25,000 Minneapolis 
employees depend on export-import business for their livelihood. In 
St. Paul, the estimates indicate exports of approximately $1114 million, 
with imports of $714 million. 

Unfortunately there is a tendency, not only in America, but in many 
countries, to throw up protectionist earthworks as soon as clouds of 
recession appear. In this connection it might be worth rememberin 
that the imposition of the highly protectionist Smoot-Hawley tari 
of 1930 had anything but a stimulating effect on America’s economy. 

During the years 1928 to 1930, we exhibited our saw-filing machinery 
line at the Leipzig Fair in Germany, and in those years sold several 
hundred thousand dollars’ worth of our machines in seven European 
countries. This business was lost almost entirely following the adop- 
tion in 1930 of the Hawley-Smoot tariff here in the United States, 
which resulted in the widespread Buy in Europe movement. 

To sell we must buy. If we are to have and keep friends in the coun- 
tries of the free world, that are so necessary for its preservation, we 
must be in a position to sit across the table to negotiate on tariffs and 
trade. This can best be done under the Reciprocal Trade Agreements 
Act. 

As I have indicated, I have had some direct and intimate experience 
in the economic relations of the United States and the rest of the world, 
particularly Europe. ‘Therefore, I direct this statement primarily to 
consideration of our relations with European countries and of the in- 
tegral part in those relations played by the Reciprocal Trade Agree- 
ments Act at this time. 

As you of course know, the Governments of France, Germany, Italy, 
Belgium, the Netherlands, and Luxembourg have formally ratified the 
treaties establishing, by progressive stages, the European Economic 
Community. They have agreed that in a period of 12 to 15 years, all 
tariffs and quotas presently imposed on the trade between these coun- 
tries will be eliminated and that a common external tariff will be estab- 
lished at the average level of tariffs presently in effect. 

This means that at the end of 15 years, all merchandise, services, 
and labor will move with complete freedom within the 6-nation area 
but that imports from the outside (including those of the United 
States) must come in over tariff barriers at the average of those now 
existing. This will be the situation unless the United States, through 
the extension of this Reciprocal Trade Agreements Act, is prepared to 
negotiate a reciprocal reduction of those tariffs. 

The first stage of the formation of the European Economic Com- 
munity will be a period of 4 to 6 years, during which existing tariffs 
within the community will be reduced by 30 percent. Thus there is 
a rough correspondence between the proposal calling for a 5-year ex- 
tension and 25 percent tariff-reducing authority contained in H. R. 
10368 now before the committee and the schedule of the common 
market. 

The issue which is here posed is, I think, an extremely critical one 
for this committee and for the United States. The question, purely in 











1754 RENEWAL OF TRADE AGREEMENTS ACT 


terms of our export trade, is whether we are prepared to continue 
to try to leap a constant tariff wall, while our competition is enjoying 
regular and progressive tariff reduction. 

The formation of the European Economic Community is a develop- 
ment which is potentially very favorable to the United States, pro- 
vided we are prepared to negotiate with the community for the re- 
ciprocal reduction of tariffs. 

We can be confident that in the long run the economic growth and 
higher standards of living, brought about in Europe by the vastly 
wider market area, will greatly enlarge our own export opportunities. 
It has always been true generally that our largest volume of trade 
is carried on with the most highly developed countries and those 
with the highest standards of living. As countries develop, the num- 
ber of products in which trade is possible multiplies, the more com- 
plex the economy, the broader the trading possibilities—again, pro- 
vided barriers are reduced and the common interest fostered. This 
is almost certain to be true in the case of Europe. 

On the other hand, we must face the fact that if we fail to pass 
the Reciprocal Trade Agreements Act extension in adequate form 
and thus are not prepared to carry out this reciprocal reduction, we 
may expect a gradual contraction in our exports. For us this would 
be a difficult adjustment with not only a serious effect on those United 
States industries in the export trade but on our general rate of eco- 
nomic activity. The tariff discrimination we would suffer. under 
these circumstances could have adverse impact. 

The evolution and changes in the world and industry demand 
that we in the United States consider the increasing potential for 
trade of these countries in this changing world. The only means of 
maintaining and expanding world trade is through negotiations and 
trade agreements made possible by the conditions of our Reciprocal 
Trade Agreements Act. 

We must keep in mind that there are countries that want to sell 
European countries and represent competition willing to make agree- 
ments that will permit selling. Russia is now trying to make a new 
agreement for expanded trade with Germany. 

My own city of Minneapolis exports approximately $50 million of 
goods annually, and imports $25 million. 

Gentlemen, just before I left Minneapolis, and without time to in- 
elude it in my statement, I received this paper, the Leipziger Messe, 
Leipzig Fair paper. There is a statement in here that is, IT think, 
particularly to the point, and I would like to read it ? 

Fast-West trade continues to rise. This has been confirmed by the reports 
issued in Geneva by the European Commission of the United Nations (ECE) on 
the subject. The rising tendency was maintained in the first half of 1957. On 
the western side it was particularly Great Britain which raised its exports, 
on the eastern side almost all the countries concerned, but above all the Soviet 
Union increased supplies to the West. The ECE considers the prospects for a 
further increase of East-West trade to be favorable. 

In contrast to this positive development a number of symptoms are appearing 
in the capitalist world which, according to western economic experts, give cause 
to a certain amount of apprehension if not disquiet. In a number of countries 
production is declining in important branches of industry, the order books are 
hecoming emptier and competition on the international markets is growing ever 


fiercer. Some experts even believe that an economic depression comparable to 
the one which started in 1929 has become a possibility. Opinions are divided 
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about if and when such a depression will come, and what extent it will take 
when it does arrive. In this connection it is however necessary to bring to 
memory two facts about which there can be no doubt at all. The Soviet Union 
was not affected to any extent by the economic crisis which gripped the world 
in 1929-82, nor will the Socialist countries be affected in their planned economic 
expansion by any economic disturbances in the capitalist world in the future. 
Secondly, trade with the U. 8S. S. R. proved very profitable at the time of the 
world economic crisis almost 30 years ago. In that period German exports to 
France, for instance, went back by 48.8 percent and those to Great Britain even 
declined by 65.7 percent. At the same time exports to the Soviet Union rose to 
176.8 percent. There can be no doubt that, if an economic crisis does come to 
the Western World, those countries will be able to weather it best that have 
developed their trade relations with the East, to the greatest possible extent. 


I would like to submit that. 
(The remainder of the article is as follows :) 


In contrast to this positive development a number of symptoms are appearing in 
the capitalist world which, according to western economic experts, gives cause toa 
certain amount of apprehension if not disquiet. In a number of countries produc- 
tion is declining in important branches of industry, the order books are becoming 
emptier and competition on the international markets is growing ever fiercer. 
Some experts even believe that an economic depression comparable to the one 
which started in 1929 has become a possiblity. Opinions are divided about if and 
when such a depression will come, and what extent it will take when it does ar- 
rive. In this connection it is however necessary to bring to memory two facts 
about which there can be no doubt at all. The Soviet Union was not affected 
to any extent by the economic crisis which gripped the world in 1929-82, nor will 
the socialist countries be affected in their planned economic expansion by any 
economic disturbances in the capitalist world in the future. Secondly, trade with 
the U. 8S. 8S. R. proved very profitable at the time of the world economic crisis al- 
most 30 years ago. In that period German exports to France for instance went 
back by 48.4 percent and those to Great Britain even declined by 65.7 percent. At 
the same time exports to the Soviet Union rose to 176.8 percent. There can be 
no doubt that, if an economic crisis does come to the Western World, those coun- 
tries will be able to weather it best that have developed their trade relations 
with the Hast, to the greatest possible extent. 


Mr. Rrncer. Europeans are watching closely what we do with the 
legislation before this committee for a guide as to the direction our 
foreign trade policy and our foreign economic policy will take. We 
cannot doubt that what they conclude to be our intention will be 
a powerful influence on the direction their own plans take. 

In effect, they will have the choice: First, if we pass this trade 
agreements extension providing a full 5-year period and 25 percent 
tariff-reducing authority, to decide that their own economic integra- 
tion should proceed with full expectation that their economic and 
commercial relations with the United States will continue to be close: 
or second, if we fail to pass this legislation in meaningful form, to 
decide that they must proceed with their integration in a manner 
independent of United States interests. 

I am quite sure that there are many influential groups in Europe 
who have felt that a continued United States trade policy of liberal- 
ism and cooperation cannot now be relied upon, that they would be 
risking the economic welfare of all members of the European Eco- 
nomic Community to assume that a high and expanding level of trade 
with the United States will be possible in the future. 

These groups would certainly conclude, in the event of our re- 
jection of the Trade Agreements Act extension, that a general multi- 
lateral trading system with a universal progressive reduction of trade 
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barriers, will be impossible in the future. They would urge that 
Europe conduct its trade relations on a bilateral basis and proceed 
with its economic integration in the direction of what might be called 
regional nationalism. 

There can be no doubt that, were they to be successful in this ad- 
vocacy—and it might seem to make good sense under the circum- 
stances—it would represent a tragic loosening of the ties which bind 
us together: ties of common aspirations, of common economic welfare, 
of common security, and of friendship. 

Then, too, they would be led to revise their views on trade with 
the Soviet bloc. With the possibilities of restricted trade with the 
United States, opportunities with the East would of necessity be fully 
explored. As that trade increased and with it European dependence 
on the East, both as a source of imports and as a market for exports, 
our bonds would be further loosened. 

Undoubtedly the European Common Market is an outgrowth and 
development of the Organization for European Economic Coopera- 
tion, about which I am sure you know. 

Comprised of 16 countries, with the United States and Canada as 
associate members, it was organized and established a few years ago. 
This organization holds two meetings a year in Paris and maintains a 
permanent working organization there. 

During my Government service, I attended these OEEC meetings 
and was much impressed with the fact that for the first time in history, 
16 countries were working together toward closer relations, both eco- 
nomic and fiscal. In my opinion it is essential that the United States 
continue to participate in such negotiations with these countries, more 
particularly since the Soviet bloc has initiated a new economic policy 
in dealing with other countries. 

In this statement I have dealt with our relations with Europe. 
The considerations which I have outlined may easily apply with equal 
force to other parts of the world, particularly to those other groups 
of nations which are presently studying the feasibility of regional 
integration. We should continue to watch Africa, which is just start- 
ing to boom. It will be an important market in the future. 

The European free trade area, soon to be added to the common 
market and expanding that free market from 6 nations to 16, is a case 
in point. Our whole trade policy of 25 years’ standing, calling for 
world multilateral trading system in which the goods of all free 
nations move from one to another over steadily declining barriers, 
is at stake in this legislation. 

The United States overriding world interest in peace, and peace 
historically travels the route of trade. 

The free world will go one way or the other. Whatever direction 
it takes will depend very heavily on what this Congress does this 
year with this Reciprocal Trade Agreements Act extension. 

That concludes my statement, gentlemen. 

The Cuatrman. Mr. Ringer, your tables appended to your state- 
ment will be made a part of the record at this point, without objection. 

Mr. Rincer. Thank you. 
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TasB_e I.—Principal Minnesota industries manufacturing commodities important 
in United States export trade 


Manufacturing industries 
of em- 
ployees 


1. Meat products___ 


2. Electrical mac hinery. . ao 6, 680 
3. Apparel and related products-________| 8, 971 
4. Primary metal industries d 5, 339 
5. Fabricated metal products._________- 9, 707 
€. Tractors and farm machinery - 5, 404 
7. Service-industry and household 

machines. - -_---- 5, 808 
8. Dairy products_-_- 10, 316 
9. Grain-mill products ‘ 5, 128 
10. Canning, preserving, and freezing - 2, 328 
11. Construction and mining machinery 2, 959 


Number 





Wages and 
salaries 


27, 893, 000 
24, 858, 000 
23, 810, 000 
40, 907, 000 
21, 586, 000 
23, oo 
36, 936, 000 

21, 743, 000 
6, 841, 000 
13, 741, 000 


Minnesota, 1954 


Value 


added by | 


manu- 
facture 


48, 718, 000 
38, 962, 000 
099, 000 
259, 000 
228, 000 
, 811, 000 
2, 072, 000 
51, 390, 000 
17, 722, 000 
21, 627, 000 


FRSS: 


SRS 


18, 346 Le 672, 000 |$136,957,000 | 


1954 value 


$60, 800, 000 
598, 800, 000 
621, 500, 000 
515, 700, 000 
341, 000, 000 
403, 900, 000 


118, 000, 000 
81, 300, 000 
749, 800, 000 
271, 600, 000 
447, 500, 000 


United States exports 


1956 value 








Total_- 


NOTE. 
Source: 


Census reports. 


~National siiuhein ment in same ennnpailie 4,537,276. 





a "80, 986 322, 662, 000 eens | 200, 900, 000 


TasBLe II.—Principal Minnesota agricultural products important in United States 
export trade 











Minnesota 
Agricultural commodities Number of Production, 
farms, 1954 1954 
Total number of farms---.---.....-.---- WD tahoe dance ce kas 
Crops: 
Corn date aukcan. abner ae 126, 101 $340, 864, 685 
CO Nis caw ee 126, 704 111, 262, 816 
Sis vnnnin 7 ‘ 22, 325, 272 
Soybeans he ached 55, 921 96, 378, 492 
Flaxseed . ..._-- 29, 235 25, 561, 000 | 
nnn cee nuanave cbteecee 22, 837 29, 925, 912 
Lavestedé and products: — 
PN ie om ae teen 97, 529 1 172, 275, 595 
Dairy nent Led dddecdiwnedade 115, 021 198, 700, 310 
Eggs. - ‘ 105, 267 65, 786, 901 
TOU ides sobiebite sis cheese dein 1, 063, 080, 983 
1 Sales. 
Source: Bureau of the Census reports. 


24093—58— pt. 2———18 





United States exports 





1954 value 1956 value 
$130, 363,000 | $182, 406, 000 
75, 000 21, 682, 000 
350, 022, 000 694, 465, 000 
132 319, 761 177, 611, 846 
24, 417, 496 32) 056, 220 
27, 279, 000 91, 483, 000 
101, 000 532, 000 
81, 329, 000 149, 777, 000 
17, 237, 000 19, 246, 000 
| 764, 043,257 | 1, 369, 259, 066 
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TABLE III.—Selected Minnesota industries dependent in whole or in part on 
imported products 














| 
| | Value | Tariff 
| | added to applicable 
Industries | Number | 1954 wages | product Imports important to industry | ad valorem 
| of em- | and in manu- | equivalent 
ployees | salaries | facture | for 1949 
imports 
_—_— —_—— - —— _ | ~ — —— - —_-_—_-_—— ~ -|——_—_ 
Copper (except fabricated), | (1) 
| Thousands | Thousands ||_ tin, chrome, asbestos, crude 
Machinery, except elec- | 23, 492 $99,930 | $178,174 rubber. | 
trical. | || Nickel and alloys. -.-- want 3.9 
Electrical machinery - - --| 6, 680 | 27, 893 | 48,718 |} Zinc blocks, pigs, and slabs__--| 7.8 
Fabricated-metal prod- | 9, 707 40, 907 72,259 |}Aluminum metal and alloys, 14.3 
ucts. | i} crude. 
Transportation equip- 6, 852 31, 165 | 63, 452 || Lead pigs and bars. -_-_---- 8.5 
ment. |} Antimony metal__ ; 3.0 
| |\Mica, unmanufactured _---__-- 17.9 
Printing and publishing- 19, 450 | 85, 808 | 138, 625 |{ Newsprint, tin ; a () 
Paper and allied prod- 15, 428 | 71, 226 | 173, 960 {iad pigs and bars-- 8.5 
ucts. | | Antimony metal. al 3.0 
| Coconut oil from Philippines, (2) 
| || lavender and spike-lavender | 
Toilet preparations-____- 1,141 | 4, 251 50, 658 |; oil, bergamot oil, rose oil or 
| | | attar of roses, floral essences, 
it and concretes. 
| Goat, kid, sheep, and lamb- | ) 
Leather and _ related 1, 599 5, 307 | 8, 070 skins, raw. 
products. Quebracho extract. ......._.- 7.5 
Confectionery products_- 1, 035 3, 094 | 5, 863 + witha olay ‘ =e (‘) - 
Total cee ‘ 85, 384 | 369, 581 739, 779 | 
| Free. 


? Internal revenue tax. 


Source: Census reports, U. S. Tariff Commission (preliminary data). 


The CuHarrmMan. Are there any questions of Mr. Ringer? 

Mr. McCarthy will inquire, Mr. Ringer. 

Mr. McCarruy. Mr. Ringer, I would like to compliment you for 
this very excellent testimony on the question of reciprocal trade, and 
I would like to ask 1 or 2 questions. 

The U. S. News & World Report of, I think it was, March 8, carried 
an article on the bad effects of reciprocal trade, the harmful effects 
of a liberal trade policy. It made a number of statements, and I 
would like your comments on two of them. One was that only the 
very large manufacturing industries or companies benefited from the 
free trade program. Would you accept that statement or not? 

Mr. Rrncer. No; I would not. 

Mr. McCarruy. It went on to state that the small manufacturers 
were very seriously hurt. 

Mr. Rrincer. No; I think that the interests of small businesses are 
affected by whatever the economy is going through. 

Mr. McCarruy. The other statement had to do with competition 
of Italian-made cooking utensils and kitchen utensils with American- 
made utensils of a similar nature. One of your small plants does 
make kitchen utensils; does it not ? 

Mr. Rrncer. In that particular instance, we have had, of course, 
considerable competition, primarily from 1 or 2 concerns that are 
able to manufacture the parts at much less cost of labor and ship them 
over here and assemble them. 

But I would say that in such cases it becomes necessary for the 
small business or any other business to improve their own methods, 
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and I do not worry about the competition from such production as 
that, because we can do a better job in America. 

We have a particular instance of a manufacturer in France whom 
1 visited several times, with a very wonderful plant out in Normandy. 
They are considerable competition to us. But we make a better prod- 
uct, and we do a better ollie job here than they do. I tell my boys 
who are in our business that that is the result of competition, and 
thaf in order to meet it, you must meet the changing conditions by not 
only adding new items but by improving those that you are making. 

Mr. McCarruy. Thank you very much, sir. 

The Cuarrman. Are there any further questions? 

Mr. Simpson will inquire, Mr. Ringer. 

Mr. Simpson. Mr. Ringer, you manufacture these various items. 
Do you sell most of them abroad or in the United States? 

Mr. Rincer. I would say that we sell 90 percent here, that 90 per- 
cent of our business is in this country. 

Mr. Srmpson. So you are interested in keeping a high employment 
in the United States; are you not? 

Mr. Rincer. I am very much; yes. 

Mr. Stmpson. And you would oppose anything that caused unem- 
ployment in the United States ? 

Mr. Ringer. Yes. 

Mr. Srupson. Do you mean that? 

Mr. Ringer. Yes; I mean it. 

Mr. Srmmprson. Do you oppose the operation of a reciprocal trade 
act if it causes unemployment in the coal industry ? 

Mr. Ringer. Well, I think that the act sets up escape clauses so 
that where industries are particularly affected they have the oppor- 
tunity to obtain relief. 

Mr. Stimpson. If you are convinced the escape clause operates to 
the benefit of the unemployed worker, I would not attempt to change 
your mind, because you are quite experienced. You do believe that 
the escape clause provides all the security that the unemployed 
worker needs under the reciprocal trade agreements program ? 

Mr. Rincer. I do. I think those considerations would all be taken 
into any particular problem that was brought up. 

Mr. Srupson. That was not my question. Do you believe the escape 
clause gives adequate protection to the unemployed individual in 
the United States who has lost his job by reason of imports? 

Mr. Rrncer. I think, as I understand it, 414 million jobs are today 
caused by exports, and if all tariffs were removed entirely, it would 
be only a matter of 300,000 jobs, and there is not much danger of that. 

Mr. Simpson. You appreciate the fact that those 414 million you 
are talking about include the jobs of the people whose jobs are sub- 
sidized so that we may export their production, and you give the 
reciprocal trade agreement credit for the jobs which are subsidized 
in order that that production may be exported ? 

Mr. Ringer. No. 

Mr. Stpson. You included it in the 414 million. 

Mr. Rincer. I presume you refer to the protection of agriculture. 

Mr. Suureson. In part. 

Mr. Rincer. And that would be a matter of protecting the United 
States Treasury. 
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Mr. Srmpson. What does that have to do with the reciprocal trade 
agreement program? Anything? 

Mr. Ringer. Yes; I think quite a little. 

Mr. Stmpson. What? It is subsidized. 

Mr. Rrnecer. I think we depend upon exporting a good deal of the 
agricultural production. 

Mr. Suweson. We would do that without regard to the reciprocal 
trade agreement program. We do that under other laws. 

Mr. Ringer. I am not sure we would be able to do it if we were 
not able to sit across the table and discuss these things with these 
various countries. 

Mr. Srmeson. We give a part of it away. The reciprocal trade 
program had nothing to do with that. 

Mr. Rinerr. Yes; I understand that, under foreign aid. 

Mr. Srmpson. Do you not agree with me that it is a little unfair 
to claim credit for 414 million employed Americans when some of 
it is given away ? 

Mr. Rinocer. I do not think that, but I think the results are the 
answer, and our total export trade. 

Mr. Srmpson. If we gave everything away, we would have a much 
bigger trade, and the reciprocal trade program would have nothing 
to do with that. 

I am trying to make the point that it is a bit unfair to claim credit 
for all of our exports, when a part of them is subsidized, as being the 
result of the reciprocal trade program. 

Mr. Rrneer. I do not give credit to it entirely, but I think the ex- 
tension of this act is essential to the continuance, maintenance, and 
expansion of a world trade. I just do not think it can be done unless 
you can deal with these countries. 

Mr. Stimpson. Would you be willing to remove all of our protection, 
trade off all our protection ? 

Mr. Rincer. No; I do not think that is the intention of the act, to 
remove it all. I donot know. I am nota free trader. I am a pro- 
tectionist in some instances, where it is necessary. 

Mr. Srwpson. In certain farm products are you a protectionist, in 
some farm product areas? 

Mr. Ringer. No; I think that that is pretty well taken care of under 
our present farm program. No: I am not a protectionist as far as 
farm products are concerned. 

Mr. Srwpson. You are not a protectionist with respect to farm 
products? 

Mr. Rincer. No. 

Mr. Stmpson. You have had experience abroad, and a lot of it. 
We are told from time to time that if the Congress exercises its obvious 
right either not to pass this extension or to amend it to give more 
adequate protection to American workers, foreign nations would turn 
against us, would feel that we had changed our policy, and that we 
were unfriendly. 

Do you subscribe to any such belief ? 

Mr. Rincer. Yes;I do. Ihave in my file a letter from Denmark in 
which they cite the situation in which they were just recently able 
to lift the restrictions on imports of certain American products, as 
probably you know about. 








RENEWAL OF TRADE AGREEMENTS ACT 1761 


Mr. Simpson. Would you be a little more specific, if you care to? 
I do not recall that. 

Mr. Ringer. This was particularly in the case of a manufacturer in 
Denmark. 

Do you mean the lifting of restrictions? 

Mr. Simpson. Yes. 

Mr. Rincer. That is in the bulletin of the Commerce Department, 
—- out last week. I could not tell you what it is, and I do not have 
it here. 

Mr. Simpson. You mean specifically that if we change this law here 
to give protection to American workmen, the nation of Denmark would 
consider that an unfriendly act ? 

Mr. Rincer. Yes; I think that would contribute to it. They do not 
want any changes. They are satisfied the way it is. 

Mr. Srmpson. Of course, you understand that if we do nothing, we 
are not affecting the existing agreements at all. What you are talking 
about is making new agreements. 

at Ringer. That might comprise the continuing of what is in 
effect. 

Mr. Stimpson. What right have they to base their relationship with 
us as to friendliness on whether or not we want to make new agree- 
ments, if the Congress decides to do so? 

Mr. Ringer. I do not think it would be a matter of the entire in- 
fluence, but I think it all contributes to whether you have friends; 
and you have to have friends in order to deal. 

Mr. Stmpson. Yes; but if we were threatening to raise our rates, 
they might have reason to feel or believe that way. But we are not 
even suggesting that. We are discussing whether or not to make new 
agreements, to cut our duties still further. That is what you are 
asking us to do. 

Mr. Rineer. Yes; but that is a matter of study of this group, which 
I feel perfectly satisfied under the direction of the Department of 
Commerce will have even better supervision than it has had in the 
past. 

Mr. Simpson. Of course, that is another subject. 

Are you suggesting now that Commerce would do a better job than 
the Department of State did? 

Mr. Rincer. Yes, I do. 

Mr. Stumpson. You are assuming that Commerce will have more au- 
thority than the Department of State. 

Mr. Rineer. Ithinkso. I think that is the correct understanding. 

Mr. Simpson. You understand that they do not have any more au- 
thority, of course, than before ? 

Mr. Rineer. I think they are brought into this particular act in a 
different way than they were before. 

Mr. Smupson. You are a member of the business advisory committee ; 
are you not ¢ 

Mr. Rrncer. Lam, yes. 

Mr. Stmpson. And you are assuming that these new agreements will 
be written by the Department of Commerce under their direction ? 

Mr. Ringer. I presume in connection with the tariff, working with 
the Tariff Commission and those other groups that are set up for that. 

Mr. Srmpson. But it is your understanding that in this new bill, 
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instead of these reciprocal trade agreements being written by the 
Department of State, they will be done by the Department of Com- 
merce ¢ 

Mr. Ricer. I think it is in collaboration, several of them together. 

Mr. Suvpson. Of course, that is not so. They will continue to be 
made by the same persons, the same group in the Department of State 
who have done it in the past. You are misled in thinking that the 
Commerce would have an important part in writing the agreements. 
They do not. 

Mr. Rincer. I would not say in writing the agreements, but I would 
take it that they would have a part in it more than they have in the 
past. 

Mr. Simpson. They have no part in writing the agreements, believe 
me; and Mr. Weeks said that the final authority rests with the De- 
partment of State, and Commerce is making a front, and people all 
over the country are thinking that it is in Mr. Weeks’ hands as con- 
trasted with unnamed persons in the Department of State who have 
been negotiating behind closed doors, and that there will be a better 
feeling on the part of the American people. But it is just not so. 

I am sorry to see that you are misled in that respect. 

Mr. Rrincer. I did not hold the opinion that the Commerce Depart- 
ment was going to make those agreements, but that they were going 
to have a part in it. 

Mr. Srupson. They have had a part for years. They have been one 
of the committee, and now Mr. Weeks will be chairman of the com- 
mittee. But they do not make the agreements. They advise; that 
is all. 

Thank you, sir. 

Mr. Foranp. Are there any further questions? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Ringer, you stated that you thought under the 
escape clause our laborers and our industries were adequately protected. 
Yet the Tariff Commission has unanimously, 9 times, said that certain 
industries were injured, and recommended that they should be taken 
care of, but out of those 9 unanimous decisions there were only 2 
that the Executive approved, under advice from the State Department. 
Seven were not approved and they had no effect at all. 

Would you say that 2 out of 9 is adequate protection ? 

Mr. Rrncer. Mr. Congressman, I would ask over how long a period 
of time that occurred. 

Mr. Mason. The last seven unanimous decisions. 

Mr. Rincer. And over how many years? 

Mr. Mason. During the last 2 or 3 years. 

I am talking not about all the decisions that were split decisions, 
2 to 4, 3 to 3, and so forth. I am talking about unanimous decisions, 
of the 6 members of the Tariff Commission, in which only 2 were 
approved and relief given by the executive department under the 
advice of the State Department. 

Mr. Rrncer. One of them was the Icelandic decision on fish fillets, 
as I remember. 

Mr. Mason. I do not know what they were. That is their record. 

I do not think with just 2 out of 7 unanimous opinions that adequate 
protection is given under the escape clause, and I think we have to 








RENEWAL OF TRADE AGREEMENTS ACT 1763 


es some more adequate protection in if we are going to extend this 
thing. 

Mr. Rincer. Congressman Mason, I do not appear here as an ex- 
pert in those things. The carrying out of the provisions of the act 
and the clause, I think, are of course for the interpretation of those 
who made the law. 

Mr. Mason. I want to ask you this question, then. 

Is it not true that the large industrial concerns like the automobile 
companies and so forth, get 80 to 90 percent of the export trade, and 
the small business concerns get very little export trade? Is that not 
the record that has been going on for the last several years? 

Mr. Rineer. Yes; I think that is the trend in business. 

Mr. Mason. Is it not also true that those industries in which the 
labor content or cost is very high are the ones that are being injured 
by our importations, and those industries in which the labor content or 
cost of the product is small, because there is so much heavy machinery 
and investment, are the ones that benefit from our export trade and 
import trade ¢ 

Mr. Rrneer. I think to the extent of their size, though, that small 
business 

Mr. Mason. It is not so much the size as it is the amount of labor 
content put into their product. If they put 80 percent, 70 percent, 
60 percent—and some of them do—of the cost of the product into the 
labor cost, they cannot compete with that labor cost over there. But 
where the labor cost is email and the invested cost or machinery cost 
is large, then they can compete with the labor cost over there, because 
the labor is small. We have to consider those various factors. 

Mr. Rineer. I think, Mr. Congressman, you do have to consider 
those, but I do think that these evolutions that are taking place de- 
mand that we make the changes in our own productive facilities and 
technological developments that enable us more nearly to compete. 

Mr. Mason. Now you are dealing in generalities. You are not deal- 
ing in specific instances. I am talking about labor costs, and I am 
talking about those industries that have a large, heavy labor cost in 
their product. They just cannot compete with that cheap labor cost 
abroad. 

That is all, Mr. Chairman. 

Mr. Foranp. If there are no further questions, we thank you, sir. 

The next witness is Mr. Burnham Holmes. 

Is Mr. Holmes here? Come forward, please. 

For the purpose of the record, would you give your name, address, 
and the capacity in which you appear. 





STATEMENT OF BURNHAM B. HOLMES, CHAIRMAN, ROLLED ZINC 
EMERGENCY TARIFF COMMITTEE 


Mr. B. B. Hotmes. My name is Burnham B. Holmes. I am a vice 
president of Ball Bros. Co. in Muncie, Ind., in charge of their zine 
rolling business, but I appear here as chairman of the Rolled Zinc 
Emergency Tariff Committee. 

Mr. Foranp. Mr. Holmes, can you complete your statement in the 
20 minutes that have been allotted to you? 

Mr. B. B. Hotmes. Yes, sir; I think I can. 

Mr. Foranp. Mr. Simpson. 
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Mr. Simpson. Mr. Reed asked me to say to you, Mr. Holmes, that 
he regretted he has been called over to the Capitol and would not be 
able to remain and hear your interesting paper. 

Mr. B . B. Hotmes. Thank you, sir. 

Mr. Foranp. You may proceed. 

Mr. Baker. Mr. Chairman? 

Mr. Foranp. Mr. Baker. 

Mr. Baker. May I welcome the witness to the committee, particu- 
larly because he had the very good judgment to marry a Knoxville, 
Tenn., girl. 

Mr. B. B. Hormes. I have four small children that will agree with 
that statement, sir. 

The companies participating in the committee that I represent are: 
Atlantic Zine Works, Brooklyn, N. Y.; Ball Bros. Co., Muncie, Ind. ; 
Edes Manufacturing Co., Plymouth, Mass. ; Illinois Zinc Co., Chicago, 
Ill.; Imperial Type Metal Co., Philadelphia, Pa.; Matthiessen & 
Hegeler Zinc Co., LaSalle, [l.; Platt Bros. & Co., Waterbury, Conn. 

These seven companies manufacture more than 90 percent of the 
rolled zine produced in the United States. This rolled zine industry 
has a specific tariff problem. My problem in appearing here today 
is to summarize this problem because I think that our industry’s ex- 
perience should be taken into consideration as you consider extension 
of and amendments to the Trade Agreements Act. 

To help you understand our problems, let me say that the zinc 
rolling companies start with zinc metal in slab form that is usually 
99-plus percent pure zinc. This metal is melted, cast into molds of a 
desired size and shape, and then rolled into strip that may be wound 
into long coils or rolled into sheets that may be stretched, leveled, 
polished, ground, or otherwise treated, and then trimmed to very exact 
dimensions. The zinc sheets and plates that result from these proc- 
esses may be used for making engraver’s plates, lithographic plates, 
weather strip, terrazzo strip and terrazzo flooring, and identification 
tags, termite protective sheeting, flashing, gutters, or for many other 
uses. Sometimes the zinc strip made in these ways is used also 
for termite protection, flashing, gutters, weather strip. terrazzo strip, 
and may also be fed into high-speed machines that will form mailbag 
crommets, drawn zinc battery cans for dry cell batteries, condenser 
cans, and other similar items. 

All of the facilities that are required for the rolling of zinc are avail- 
able today in the Netherlands, West Germany, Belgium, Italy, France, 
and in the British Isles. Some of these facilities, on a very small 
scale, are available also in Canada and Mexico. 

Tt is fair to say that the present tariff problem with which we are 
concerned began when the bill H. R. 8257 was introduced in the House 
of Representatives last year. This bill proposed to enact part of the 
administration’s “long range metals program” into law, and specifi- 
cally it proposed to raise the duties on imports of zinc concentrates, 
zine in slab form, zine sheets, and other enumerated items. Admin- 
istrative divisions of the Government sent representatives to your 
committee to appear in favor of enactment of H. R. 8257. T want par- 
ticularly to point out that the Honorable Willis C. Armstrong, As- 
sistant Secretary of State for Economic Affairs, stated when he testi- 
fied before you August 1, 1957, that the administration favored en- 
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actment of H. R. 8257 and the giving of notice to the foreign coun- 
tries in accordance with Article XXVIII of the General Agreement 
on Tariffs and Trade. You know what happened. <A majority of 
our committee held that administrative remedies should be pursued 
fore making use of extraordinary legislation. 

Accordingly, the lead and zine industries filed a petition with the 
United States Tariff Commission and requested relief under the 
escape clause. This petition included rolled zinc strip, rod and wire, 
as well as sheet and plate, the products with which I am concerned. 
The Tariff Commission ruled that the rolled zinc products constituted 
a separate industry and that therefore these products could not be 
included in the same escape clause action. 

When we learned of this we prepared and filed a separate-escape 
clause application for the same rolled zine products. The Tariff 
Commission ruled, however, that the language of the escape clause 
provision would not authorize the Commission to recommend increased 
duties on rolled zinc products, even though they might recommend 
an increase on slab metal duty that would make the duty on slab metal 
higher, by 100 percent, than the duty on the same metal in sheet form 
or plate form. In effect they told us that according to present rules 
our industry would have to wait until the increased duty on slab metal 
actually created sufficient imports of foreign rolled zine products be- 
fore section 7 could be used for our protection. 

Upon careful reflection we felt that there was one administrative 
remedy still open to us, and only one. The same article XXVIII 
which Mr. Armstrong stated the administration would use to put the 
increased tariff into effect if the tariff had been increased by legisla- 
tive action could be used to accomplish the same purpose if the tariff 
on basic zine metal should be changed by administrative action. Ac- 
cordingly our group filed on November 22, 1957, a petition asking 
for relief under article XXVIII of the General Agreements on Tariff 
and Trade. We felt that our situation met the “special circumstances” 
requirement of articles XXVIII. We submit the following points to 
substantiate that belief : 

1. Rolled zine sheets were included in the administration bill H. R. 
8257. 

2. The Honorable Willis C. Armstrong recognized the principle 
that certain rolled zine products should receive a proportionate in- 
crease, simultaneously with any increase given to basic zine metal. 

3. Article XXVIII of the GATT had been liberalized in October 
1957, and the United States was one of the signatories to the modified 
agreement. 

4. Canada was in the process of using article XXVIII against the 
United States on certain zinc products. This suggested the desir- 
ability of negotiating our particular situation with Canada simul- 
taneously with the negotiation of any concessions that they proposed 
to withdraw. 

To date we have no definite report of action on our petition, no 
favorable action, no unfavorable action. In conferences with several 
administration leaders we have been given some encouragement, but 
to date nobody has been able to tell us what procedures would be 
required, and we are fearful that since there has been no announced 
program for giving us the simultaneous and compensatory relief, 
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there could be a difference in time which could work great hardship on 
our industry. 

The entire story of zine price and zinc duty is set out in a table 
which is attached to my prepared statement and is submitted here- 
with. We hope this makes the real situation clear. This table shows 
each change of duty on certain items since January 1, 1939. On the 
line identified by the date of change we show the published market 
price as of that date and the new rate of duty, and we have expressed 
the duty as a percent of the price. We have shown this for zinc 
concentrate—published as a per-ton price for 60 percent content but 
stated here on the value of each pound of metal—slab metal, zine 
strip, and zinc sheets uncoated, which we make. 

We invite careful study of this table. It shows that our effective 
duty rate on concentrate as of January 1, 1939, was 50 percent of 
value. This has been reduced to 12.8 percent. Is it hard to understand 
why foreign concentrates now take a larger share of the market? If 
the escape-clause petition results in maximum relief this will, by our 
table, go back up to 38.4 percent, which is still well below the 1939 
level. 

On slab metal the January 1, 1939, effective duty rate was 33.7 
ercent, now 7 percent. To us looking at this, we cannot be surprised 
y the size of present imports. Present activity with the Tariff Com- 

mission may result in raising this back to 21 percent. 

Now compare the resulting rate of effective dats on slab metal with 
the duty on sheets, and you will see why we are so concerned. Not 
only do we stand to lose our sheet business to foreign operators who 
already undersell us, but this anomaly will encourage the importation 
of galvanizing metal, metal for making brass, and for diecasting in 
the form of crudely rolled sheets at a duty of 1 cent per pound versus 
2.1 cents per pound on the same metal in slab form. This will shortly 
ruin the zine rollers and will directly injure the miners and smelters 
that everyone claims they are trying to help. 

With this much of a recitation of the problem and the steps we have 
gone through to try to meet the problem, let me now present a capsule 
statement of our position : 

1. When H. R. 8257 was introduced, a bill that would increase the 
duty on zinc concentrate, zinc in slab form, and zinc rolled sheets, we 
did not oppose it. We did try to point out that it did not give com- 
pensatory treatment for some rolled zinc products. 

2. When the Ways and Means Committee determined that it would 
be better for the lead and zinc industry to go the administrative route 
rather than the legislative route, we did not foresee the difficulties 
this would compound for the zinc rollers. We anticipated that if the 
lead and zine industry filed a petition with the Tariff Commission 
for escape-clause action the Tariff Commission would review the facts, 
and if they found that the zine rollers had merit in their case they 
would recommend simultaneous and compensatory adjustments in the 
duties on rolled zinc products. 

3. We have learned to our sorrow that the escape clause does 
not permit the Tariff Commission to recommend simultaneous and 
compensatory adjustment to a segment of an industry that is not 
then experiencing serious injury from imports. This is the first real 
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point that we would like you to consider in contemplating possible 
revisions in the Trade Agreements Act prior to any extension thereof. 


4. When we learned that the Tariff Commission could not consider 
giving our products simultaneous treatment along with the basic 


zinc industry, we searched out and found that article XXVIII, which 
had been cited by a representative of the State Department at a hear- 
ing before this committee, was a possible avenue of relief for us and 
that this avenue presumably would permit simultaneous and com- 
pensatory adjustment by Executive action. We immediately, there- 
fore, filed an application on November 22, 1957, or a little more than 
314 months ago, requesting action under article XXVIII. To date 
we have not been able to get a precise statement as to what action will 
be taken to protect the zinc rollers if the duty on their raw materials 
should be increased and their cost should therefore be increased and 
they should be put at an even greater disadvantage with foreign 
competitors. We think that this is another point that you should 
consider before you extend the trade agreements legislation. 

We have no doubt that other segments of other industries have 
been or will be placed in situations similar to the one that the present 
section 7 action on lead and zine creates for the domestic zine rollers. 
Section 7 is denied them, unless you amend it. Article XXVIII ap- 
pears to be a possible answer, but as you gentlemen know, as article 
XXVIII now stands, the United States never has used it for such 
a purpose. We believe this refutes the oft-mentioned claim that the 
Trade Agreements Act does offer adequate safeguards for United 
States industry. This point should certainly be resolved before you 
extend the act for 5 years. We are making two specific recommenda- 
tions for possible amendment of the Trade Agreements Act. They are: 

1. Grant the Tariff Commission authority to examine related in- 
dustries in escape-clause actions and to recommend simultaneous 
and compensatory action when the Commission finds that adjust- 
ments they recommend under escape-clause procedures will injure 
related businesses that otherwise would have no escape-clause redress. 

2. Amend article XXVIII to specifically provide for cases similar 
to ours and to spell out procedures, time required, and so forth. 

In closing, in addition to the previous two recommendations we 
would like to make an alternative recommendation which we believe 
most sincerely is the best course of action. Our thinking is that the 
Government of the United States should not extend the Trade Agree- 
ments Act in the form that has been proposed, until the executive 
and the administrative branches have disposed of the lead and zine 
case, at which time the lead and zine case will provide a means of 
measuring the effectiveness of the Trade Agreements Act in protecting 
the domestic industry. We believe this committee will be better able 
to evaluate the proposed legislation after this important and involved 
lead-zinc situation has been resolved. 

We sincerely thank you for this opportunity to appear here on 
behalf of the rolled-zine industry. 

Mr. Foranp. Does that conclude your statement ? 

Mr. B. B. Hotmers. Yes, sir. 

Mr. Foranp. The table attached to your statement will, without 
objection, be made a part of the record at this point. 

Mr. B. B. Hormes. Thank you. 









1768 RENEWAL OF TRADE AGREEMENTS ACT 


(The table is as follows:) 


TaBLe I.—Showing prices, tariff rate, and percent tariff to price, 1939-58, rolled 
zine and raw materials 






























































Date Concentrate | Metal | Strip Sheet 
mes _ _ — ae —-— ———____ 
Jan. 1, 1939, Canadian | 2.41 cents price; 4.15 cents per 9.25 cent per 9.75 cents price; 
tariff agreement. 1.20 cents duty; pound price; pound price; 2 cents per 
50 percent duty. 1.40 cents per 4.16 cents per pound duty; 
pound duty; pound duty; 22.6 percent. 
33.7 percent 45 percent duty 
duty. ad valorem. 

Jan. 1, 1948, Geneva | 6.15 cents per 10.50 cents price; 14.50 cents per } 15.50 cents per 

agreement. pound price; 0.875 cent per pound price; pound price; 
0.75 cent per pound duty; 3.26 cents per 1 cent per pound 
pound duty; 8.35 percent pound duty; duty; 6.45 per- 
12.2 percent duty. 22% percent cent duty. 
duty. ad valorem. 

June 6, 1951, Torquay | 8.16 cents per 14.50 cents per 19.50 cents per 24.50 cents per 

agreement. pound price; pound price; pound price; pound price; 
0.60 cent per 0.70 cent per 4.38 cents per 1 cent per pound 
pound duty; pound duty; pound duty; duty; 4.16 per- 
7.35 percent 4.82 percent 2214 percent cent duty. 
duty. duty. ad valorem. 

Jan. 1, 1955, base point | 5.66 cents per 11.50 cents per 19.75 cents per 23 cents per pound 
for 1956 Geneva agree- pound price; pound price; pound price; | price; 1 cent per 
ment. 0.60 cent per 0.70 cent per 4.45 cents per pound duty; 

pound duty; pound duty; pound duty; 4.35 percent 
11.6 percent 6.09 percent 22% percent duty. 
duty. duty. ad valorem. 

June 30, 1956, Ist stage, | 7 cents per pound | 13.50 cents per | 21.50 cents per | 24 cents per pound 
Geneva 1956 agree- price; 0.60 cent pound price; pound price; price; 1 cent per 
ment. per pound 0.70 cents per 4.71 cents per | pound duty; 

duty; 8.6 per- pound duty; pound duty; | 4.16 percent 
cent duty. 5.19 percent 21 percent ad | duty. 
duty. valorem. 

June 30, 1957, 2d stage, | 4.67 cents per 10.50 cents per 21.50 cents per 24 cents per pound 
1956 Geneva agree- pound price; pound price; | pound price; price; 1 cent per 
ment. 0.60 cent per 0.70 cent per 4.3 cents per pound duty; 

pound duty; | pound duty; pound duty; | 4.16 percent 
12.8 percent 6.65 percent 20 percentad | duty. 

| duty. duty. valorem. 

Present, March 1958....| 4.67 cents per 10 cents per 20.50 cents per | 24 cents per pound 

| pound price; pound price; pound price; | price; 1 cent per 
0.60 cent per 0.70 cent per 4.1 cents per pound duty; 
pound duty; pound duty; | pound duty; | 4.16 percent 
12.8 percent 7 percent duty. 20 percent ad | duty. 
duty. | | valorem. 

June 30, 1958, 3d stage, | (?) price; — duty; | (?) price; (?) | (2?) price; (?) | (?) price; 1 cent 
1956 Geneva agree- (?) percent. duty; (7) per- duty; 19 per- duty; (?) per- 
ment. cent. cent duty ad cent duty. 

| valorem. | 








Following figures assume that Tariff Commission recommends and the Presi- 
dent orders maximum increases in duties on zinc concentrates and metal and 
that these are effective June 30, 1958, and that no other factors are changed. 








Date Concentrate Metal Strip Sheet 















June 30, 1958. .........- 4.67 cents per 10 cents per pound] 20.5 cents per 24 cents per pound 
pound price; price; 2.1 cents pound price; price; 1 cent per 
1.8 cents per per pound duty; 3.9 cents per pound duty; 
pound duty; 21 percent duty. pound duty; 4.16 percent duty. 
38.4 percent 19 percent duty 





duty. ad valorem. 
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Mr. Foranp. Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Holmes, I get the impression from your 
testimony that you have no objection to the general proposition of 
extending the act for a certain number of years provided you make 
certain amendments which will be protective of the lead and zinc 
industry. 

Mr. B. B. Hotmes. I think that is correct, sir. 

Mr. Exernarrer. Is that a correct statement? 

Mr. B. B. Hotmes. Yes, sir. 

Mr. Esernarter. Thank you very much. 

That is all I have. 

Mr. Foranp. Mr. Mason will inquire. 

Mr. Mason. I have friends and relations that the working and are 
interested in the Illinois Zine Co. and the Mathiessen and Hegeler Co. 

IT am personally interested in this problem that confronts ‘the zine 
workers of America. 

You came to the Congress last year for relief. The Congress said, 
in substance, you should not take the legislative route, go to the 
administrative route. You followed the advice of Congress and you 
went the administrative route and you got nowhere. “You got the 
same answer because of technicalities. The Tariff Commission could 
not do anything for you. 

Then you scrimmaged around and tried to find another way, and, in 
general, you again presented your case to the Tariff Commission, and 
so far you have no answer one way or another and you do not know 
where you stand. 

But you do know that the zine industry and zinc workers are in 
trouble, do you not? 

Mr. B. B. Hotmes. I think that is an accurate statement, sir. 

Mr. Mason. So you say. If you people are going to extend this 
thing you better put in some better protection : and remove those techni- 

calities that the Tariff Commission said are there that stops them 
from giving you any relief. 

Is that not what you are saying ¢ 

Mr. B. B. Hoimes. That is right, sir. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Foranp. Mr. Simpson will inquire. 

Mr. Simpson. I understand, of course, you are not for the bill unless 
you do get this amendment to safeguard your industry, is that right? 

Mr. B. B. Hotmes. Yes, sir. 

Mr. Stmpson. With the present lead-zine proceedings before the 
Tariff Commission, if they are resolved favorably to the applicants, 
do I understand that that will not solve your case ? 

Mr. B. B. Hotmes. That is our concern, sir. We have been unable, 
in spite of the efforts that I tried to relate chronologically to obtain 
any way of getting redress for our case from section 7 of the Trade 
Agreements Act. 

We have been rebuffed at every turn. 

Mr. Suwrreson. So that in the event the present proceedings are re- 
solved favorably for the applicants, you being a segment of that in- 
dustry, will not be given the protection that you require. 

Mr. B. B. Hormes. Unless our petition under article XXVIII 
should receive action and result in compensatory and simultaneous 
adjustment of our tariffs; yes, sir. 
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Mr. Simpson. But to date there have been no proceedings under 

XXVIT, have there? 

Mr. B. B. Hormes. That is right. We filed a petition and have 
discussed it with many of the administrative officials but we have not 
yet had an official declaration of position. 

Mr. Srmpson. Presumably you have not much hopes for it because 
you are asking that the escape clause be amended to permit the Tariff 
Commission to recommend simultaneous and compensatory adjust- 
ment to a segment of an industry. And it is that amendment that 
vou asked us to put in the escape clause upon which you condition 
vour support of this bill, is that right ? 

Mr. B. B. Hotmes. That is right, sir. 

Mr. Strwpson. Thank you. 

Mr. B. B. Hotmes. We feel that American industry needs that 
protection. 

Mr. Mason. Will the gentleman vield there ? 

Mr. Srpson. I vield. 

Mr. Mason. But there is no certainty if the Tariff Commission does 
recommend these compensatory things that they will be put into ef.- 
fect because the State Department and the President will veto them 
anyway and say, “We cannot accept that recommendation.” 

Mr. B. B. Hotmes. Essentially that is why we made the final ree- 
ommendation that we did, and that is that von do nothing about this 
legislation until this lead and zine case is resolved. 

Mr. Mason. I got that point, sir, and T am in full aceord and if I 
had my way whatever the Tariff Commission recommended would 
stand unless the Congress changed it, not the Executive and not the 
State Department. 

That is all. 

Mr. Foranp. Are there any further questions? 

Mr. Curtis will inquire. 

Mr. Curtis. I am very much interested in this procedure that you 
attemnt to follow, article XXVIIT of the General Agreements of 
Tariffs and Trade. 

As a matter of fact, I feel that this whole thing essentially is a pro- 
eedural question, as to what procedures the Congress establishes for 
writing your tariff for the executive department and what precau- 
tions you put in there in the way of procedures so industry, labor and 
agriculture can follow in getting their case heard. 

As I understand, your theory is this: That presently under the 
Trade Agreements Act the President does have the power to raise 
tariffs apart from any further legislative action and would have 
power to raise the tariff on the zinc fabricated articles if the Congress 
through legislative action had raised it on zinc. 

Is that right or is that a correct statement ? 

Mr. B. B. Hormes. I do not think that is quite correct, sir. 

Mr. Curtis. Would you comment? 

Mr. B. B. Hotmes. The bill that was before the Congress did in- 
clude an increased duty on rolled zinc sheets. 

Mr. Curtis. I know that. I am talking about if the duty were 
raised on the one. As I understand, it was separated. That was 
the point of difficulty, is that right ? 

Mr. B. B. Hotmes. Yes, they separated it now. 
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Mr. Curtis. That is right? 


. | 
Mr. B. B. Hotmers. Yes. | 
. Mr. Curtis. But my point is when you sought to utilize the pro- | 
t visions of article No. XXVIII, what theory were you proceeding on? | 

Let me have you state it. | 
: Mr. B. B. Hotmes. Our theory there was that our situation mer- 
P ited consideration because of special circumstances. 
i Mr. Curtis. I am certainly talking about procedure, not merits. 
Assuming that the case was meritorious, I am simply asking under 


what authority, what procedures, did you follow and what authority 
did you think that the Executive had to do these things? 

Mr. B. B. Hotmes. Would you mind if I ask Mr. Mack to answer 
this? 

Mr. Curtis. I would be very happy to. 
Has he been identified for the record ? 


STATEMENT OF JAMES E. MACK, COUNSEL, ROLLED ZINC 
EMERGENCY TARIFF COMMITTEE 






















Mr. Mack. I am James E. 
Emergency Tariff Committee. 

Article XXVIII of the General Agreement on Tariff and Trade 
provides for the withdrawal of concessions under special circum- 
stances. 

Mr. Curtis. Yes. 

Now, then, that is GATT. What authority, though, does the 
United States President have? 

He does not gain any authority from anything in GATT, obvi- 
ously. 

Mr. Mack. No. Article XXVIII of GATT authorizes the United 
States, which action is taken in the name of the President, to with- 
draw concessions. 

Mr. Curtis. That is right. Where does the President derive the 
authority that you would want him to take? You are talking about 
our relations with the other signatories of GATT. But where would 
the President have the basic authority to do what you all were ask- 
ing him to do? 

Mr. Mack. The United States is a signatory nation. 

Mr. Curtis. I understand that. The President only derives power 
in this area through Congress. You agree with that ? 

Mr. Mack. Are you questioning the validity of GATT? 

Mr. Curtis. No, not at all. GATT has nothing to do with the par- 
ticular point I am asking. I am asking you where the President 
derives the authority that you think that he obviously had to do what 
you people were asking him to do. 

Does he derive that, in your interpretation of the Trade Agree- 
ments Act? Where does he have the authority to raise the tariff on 
these fabricated zine products ? 

Mr. Mack. Those proceedings I do not believe are spelled out. 

Mr. Curtis. I know they are not. 

Mr. Mack. But the United States signed a liberalization of article 
XXVIII. 


Mack, counsel for the Rolled Zine 
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Mr. Curtis. Wait a minute. You are confusing the issue, [ believe. 

GATT only has to do with our relations with other countries. 
What I am talking about is the passing of power from the Congress 
to the Executive. 

Now, you said the Congress did not grant you this authority, be- 

cause they told you to follow administrative procedures. That is in 
the executive department. You followed certain channels which were 
in accordance with the legislation and the legislation Congress had 
written. 

Then you said having run into a dead end there you conceived of a 
new idea that maybe you could go by referring to the philosophy of 
article XXVIII in GATT, by utilizing that philosophy you could go 
to the United States President and ask him to follow thai philosophy. 

What I am asking is: Where do you think that the Congress gave 
the President the author ity to do what you would ask him to do. 

Mr. Mack. The trade agreements program is administered by the 
President and the State Department with a Trade Agreements Com- 
mittee and recently a newly created Trade Policy Committee. 

Mr. Curtis. That is right. 

Mr. Mack. Now, if, Mr. Curtis, you are questioning the whole 
authority 

Mr. Curtis. Iam not questioning anything. 

Mr. Mack. Of the act 

Mr. Curtis. No. No. 

Mr. Mack. I do not feel Iam qualified to argue that with you. 

Mr. Curtis. I am not questioning anything. I am asking for the 
theory. 

You went ahead and did something. You must have assumed that 
the Executive will raise these things. I am just trying to find out 
where the authority existed. 

Mr. B. B. Hotmes. I am beginning to wake up to the thing. I am 
not too well acquainted with it. 

Before this committee Mr. Armstrong stated that if this House bill 
were passed and became law and it would raise the duty of 1 cent to 3 
cents on zinc sheets, the question was asked, and I think as I remember 
the hearing, by Mr. Boggs, “Well, would this not be more or less an 
abrogation of our understanding with foreign nations?” 

And Mr. Armstrong said “No,” because article XX VIIT provided 
the means by which this could be done. 

Mr. Curtis. That clears us with the foreign relations. But it still 
does not clear the Executive and the Congress. 

Now, is seems to me essentially what authority we are talking about 
is that if Congress through legislative action raised th e tariff on 
what—do you call it slab zinc, or whatever it might be—then the 
Executive through the GATT Agreements Act would derive oa ty 
to raise it on fabricated products, which would be affected by it. I 
think that authority probably existed. 

I also happen to think the authority probably exists, although 1 
am not certain, for the Executive to actu: lly raise tariffs as well as 
lower them without Congress doing a thing. 

Now, I was hoping you would suggest ‘that as your theory, but ap- 
parently you just were grasping for any possibility. 

So, I guess what I am going to come to is the final thing: 
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You make a suggestion at the end of one alternative that we amend 
article XXVIII of GATT. Of course that is not going to help any- 
thing. Ofcourse Congress has not any authority anyway. That isan 
agreement between the United States and other nations. 

Now, the executive department couldamend GATT. This Congress 
has never had GATT actually put before us. 

Each time a reciprocal trade act comes before us for extension we 
have been told that this does not necessarily mean that we are approv- 
ing or disapproving GATT. Even when OTC came before us that 
ecbaivvebie philosophy was presented to us, and Congress has never 
had presented to us by any President pointblank the question of 
whetioor or not we approve or disapprove of GATT or OTC, which 
would carry out the function of GATT. 

Se we are not a position, I suggest, of amending GATT. 

I do think that the philosophy of article XX VIII is certainly some 
philosophy that we well could put into the law, and I think that we 
ought to spell out the procedures of how our people, like your own 
ataners, would utilize this philosophy, 

Now, in fact, that is what I was going to actually ask you, as to how 
you decided what petition you were going to file and who you were 
going to file it with and why you did select the Assistant Secretary of 
State to file the petition. 

Do you know why you chose that course ? 

Mr. Mack In short, we believed it would be the only one open to us. 

Mr. Curtis. Iam talking about procedures. 

Mr. Mack. Yes, sir. 

Mr. Curtis. Why did you decide that the State Department was the 
place to file it instead of the Committee on Reciprocity Information 
or the —— 

Mr. Mack. We did file with the Committee on Reciprocity In- 
formation. . 

Mr. Curtis. Is that where you filed it? 

Mr. Mack. Yes, sir. 

Mr. Curtis. It was filed with them? 

Mr. Mack. Yes, sir. 

Mr. Curtis. But the basis of it was on the philosophy set out in 
article XX VIII? 

Mr. Mack. Article XXVIII. Let me say this, sir-——— 

Mr. Curtis. As to the committee you are talking about, the State 
Department and Mr. Armstrong, you really meant the Committee on 
Reciprocity Information failed to take action or just sat around ? 

Mr. Mack. It is still pending as far as we know. 

Mr. Crrtis. But it is an actual petition before the Committee on 
Reciprocity Information ? 

Mr. Mack. Yes, sir. 

Mr. Curtis. Now, l am getting this thing a little clearer in my mind. 

May I ask if you think it would be helpful to the Congress in general 
terms, maybe, to outline the procedures that the industry, labor, and 
agriculture might follow in presenting cases such as this? 

Mr. Mack. For the future, yes, however, we do not think ours should 
be held up. 

Mr. Curtis. That would be a question of procedure, would it not? 
If we spelled out procedures requiring definite actions with certain 
times, that is a matter of procedures ¢ 

240983—58—pt. 2——19 
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Mr. Mack. For the future, but in the meantime if the Tariff Com- 
mission recommends an increase in the duty on basic zinc metal and 
the President approves the increase, and there is not a simultaneous 
adjustment on rolled-zinc products, then rolled-zinc products are going 
to be in trouble in a hurry. 

Mr. Curtis. Of course you see I am trying to use your industry as an 
example—— 

Mr. Mack. We think it is a good example. 

Mr. Curtis. In order to help other industries. Naturally you keep 
thinking in terms of your own industry, which I do not blame you 
for, but I am interested in seeing whether through your experience 
this committee can gain some valuable information as to what pro- 
cedures we might spell out in general terms in the law so that in the 
future other industries or labor or agriculture would know how to 
act in order to get relief. 

Mr. Mack. Our recommendation, sir, would be that you broaden 
the authority of the Tariff Commission to include related industries 
in escape-clause actions. 

Mr. Curtis. You would not expect the CRI to do it. Then your 
recommendation of trying to use the philosophy of article XXVIII 
is rather meaningless ¢ 

Mr. Mack. It is only because at present the law does not permit 
the Tariff Commission to do it, according to their interpretation. 

Mr. Curtis. But I am thinking of the other. You frankly do not 
think the Committee of Reciprocity Information under the Trade 
Agreements Committee is a good source of remedy ? 

Mr. Mack. We think it could be handled more effectively if it 
could be all tied together. 

Mr. Mills asked the question of another witness—-I read the record— 
regarding the iron-ore industry and if there were an escape-clause 
investigation regarding iron ore if you could also include the steel 
industry. I believe he asked that of Chairman Brossard. 

That is our thinking. It should all be considered together by the 
Tariff Commission. But since under the present law the Tariff Com- 
mission ruled that is not possible, we have sought out the only avenue 
of relief that seemed to be available. 

Mr. Curtis. Well, I suggest that there may be an avenue that 
ought to be dreamed up because in essence what it is is the avenue 
through whereby utilizing GATT and Trade Negotiations you could 
accomplish the same thing but right now there are no spelled out pro- 
cedures how labor or agriculture can process its complaint through 
on to our trade negotiators who do negotiating for GATT and ac- 
tually to make meaningful any philosophy of article XXVIII or any 
other section of GATT. We would have to establish the machinery. 

I was trying to explore that area because I think you have hit 
upon a real possibility and something that regardless of your other 
remedy ought to be available to other industries. 

Thank you. 

Mr. Eseruarter. Mr. Chairman. 

Mr. Forann. Mr. Eberharter will inquire. 

Mr. Esernarter. I would like to ask 1 or 2 questions, please. 

Do you gentlemen happen to know what are the imports of rolled 
zine into the United States as compared to the production of rolled 
zinc into the United States? 
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Mr. Hotmers. We have compared those figures. I am not just too 
quick with them mentally but I would say imports—What was it 
percentagewise ? 

Mr. Mack. On zinc sheets ? 

Mr. Eseruarrer. No; rolled zinc. 

Mr. Mack. Well, that is one of the rolled-zine products. That is 
the rolled-zine product which requires the most labor. Those im- 
ports already are substantial. 

Mr. Esernarter. Substantial. What is substantial? That is the 
pointI want. Is it 5 or 50 percent or what percent ¢ 

Mr. Mack. It is certainly above 5 percent. 

Mr. Esernarrer. About 5 percent? 

Mr. Mack. No, sir. You used that figure, Mr. Eberharter. I said 
it is certainly above that figure. 

Mr. Exseruarrer. Oh. Can you find out and supply that figure for 
the record ¢ 

Mr. Mack. Yes, sir. 

Mr. Exseruartrer. Would you say for the record that if imports 
of rolled zinc are causing injury directly to the companies you have 
been representing ? 

Mr. Mack. Very definitely. 

Mr. B. B. Hotmes. Very definitely. We are losing business in the 
United States today to foreign rolled-zinc sheets. Rolled-zine sheets 
imported from the continent of Europe are trading in the United 
States in the neighborhood of 3 to 7 cents a pound cheaper than our 
prevailing domestic prices and we are losing business. 

Mr. Esernarter. Do you not use some of this imported rolled zine 
for your own production ? 

Mr. B. B. Hotes. No, sir. 

Mr. Eseruarter. You do not use any of it? 

Mr. B. B. Hoimes. I do not think that any of the companies in 
our group do use it. 

Mr. Exsernarrer. Now, you are being injured by imports of this 
particular product, rolled zinc. Do you not have relief under the 
escape clause? 

Mr. B. B. Hotmes. The Tariff Commission has ruled that, as I 
understood it, in conference with them, they have sent cases to the 
White House six to nothing that had a higher percent of imports 
and more injury and have lost them. Hence they felt we would be 
wasting their time and ours to send our case over there even if they 
had a hearing on it. 

Mr. Epernarrer. Then they concurred in the thinking of your 
industry ¢ 
Mr. B. B. Hotmes. But not sufficiently to influence the thinking 
that is apparently prevalent in the administrative branch. 

Mr. Esernarrer. In other words, if you feel that you have a case 
you have not followed it through because they discouraged it ? 

Mr. B. B. Houtaes. We filed a petition, sir, and they more or less 
said to me as chairman of the group, “We would recommend that you 
withdraw this petition because we see no chance of your getting a 
favorable ruling.” 

Mr. Esernarter. Thank you. 
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Mr. Mack. Mr. Eberharter, if I might point out further, that our 
main fear is the injury which will occur immediately upon the Presi- 
dent increasing the duty upon the basic zinc metal, if he should do 
that. That is the greater ee of this industry, at this time. They 
are already troubled, but the injury is not nearly as paramount as 
it will be when you have a much higher duty on the raw materials 
than you do on the finished product. 

For example, if the President increases the duty on the base metal, 
the concentrates, that is, if it is increased to the extent requested, you 
will have a duty of 38 percent approximately, on the base metal and 
a duty of only approximately only 4 to 5 percent on a high labor 
cost finished product made 100 percent from that base metal. That 
is the problem. 

Mr. Eperuarrer. The industry is sort of betwixt and between now 
in an uncertain position. You do not know where you are going 
toland. That is about the sum and substance of it. 

Mr. B. B. Hotmes. We are being hurt now but we foresee if this 
Tariff Commission action results In an increase that will be very 
sudden death unless we get compensatory adjustment at that same 
moment. 

Mr. Expernarrer. Thank you very much. 

Mr. Mason. Mr. Chairman, I want to clear that point up. 

There is now before the Tariff Commission a proposition to increase 
the raw zinc brought in. If that is increased, it increases the costs of 
these manufacturers of zinc products, and there is no compensation 
because the manufactured product coming in will remain still way 
down below where they ought to be. So that will accentuate your 
problem rather than help. 

Mr. Foranp. If there are no other questions, we thank you. 

May I inquire if the gentleman with you had been identified for 
the record ? 

Mr. Mack. Yes, sir; thank you, Mr. Chairman. 

Mr. Foranp. Thank you very much. 

Mr. B. B. Hotmes. Thank you. 

(The following letters were received by the committee :) 


WasuHinetTon, D. C., March 24, 1938. 


Mr. Leo IRWIN, 
Clerk, Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Irwin: On March 12, 1958, Mr. Burnham B. Holmes as chairman of 
the Rolled Zine Emergency Tariff Committee, appeared before your committee 
to testify in connection with the Trade Agreements Extension Act. 

Following Mr. Holmes’ statement, certain questions were asked of Mr. Holmes 
by members of the committee. In connection with these questions, the 
undersigned also became involved. 

Congressman Eberharter inquired as to the quantity of imports of zinc sheets 
in comparison to domestic production. We did not have this information at 
the time but Mr. Eberharter requested that it be furnished for the record. 

According to the United States Bureau of the Census imports of uncoated zinc 
sheets during 1957 were 732 tons. An informal industry survey of the members 
of the Rolled Zinc Emergency Tariff Committee indicates a 1957 production of 
zine sheets of 4,640 tons. Therefore, imports during 1957, it is estimated, were 
approximately 15 percent of domestic production. 

The important factor to be considered in this connection is that 15 percent is 
the percent of imports before any increase in duty on basic zinc metal. With 








Ve oN fo 


Hon. WiLBuR D. MILLS, 





RENEWAL OF TRADE AGREEMENTS ACT 1777 


this substantial volume of imports already occurring, we are fearful of ruinous 
results to the industry unless there is a proportionate and simultaneous increase 
in the import duty on zine products with any upward adjustments which may 
be placed into effect on basic zinc metal. 
Sincerely, 
JAMES EB, Mack. 


EMERGENCY LEAD-ZINC COMMITTEE, 
Washington, D. C., March 29, 1958, 


Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D.C. 

Dear Mr. MILLs: We had hoped that the Tariff Commission’s findings and 
recommendations in the pending lead-zine “escape clause” action (T. C. No. 65) 
might be made public before the conclusion of your committee’s hearings on 
extension of the Trade Agreements Act. 

Since the Commission’s report is not available, we respectfully request that 
this letter and the attached exhibits be made a part of the record in your hear- 
ings on H. R. 10368. 

We wish to call your attention to the experience which the domestic lead- 
zinc mining industry has had under the procedures of the Trade Agreements 
Act and the Tariff Act of 1930: 

(1) On May 10, 1950, the lead mining industry petitioned the United States 
Tariff Commission for “escape clause” relief under the provisions of article IX 
of the trade agreement with Mexico and under the authority given to the 
President in the proviso in section 350 (a) (2) of the Tariff Act of 1930, as 
amended, and embodied by the recital in the President’s proclamation declaring 
effective as of January 1, 1948 the General Agreement on Tariffs and Trade. On 
July 18, 1950 the industry was informed by the Commission that because the 
Mexican trade agreement was canceled, effective December 31, 1950, no con- 
sideration would be given to the “escape clause’ petition. The petition was 
formally dismissed January 25, 1951. With the cancellation of the Mexican 
trade agreement the 1930 rates on lead were temporarily restored. Despite 
presentations by the lead-zinc industry to the Committee for Reciprocity In- 
formation in preparation for the trade agreements negotiations at Torquay, the 
duty on lead, which had been restored only 5 months before by the abrogation of 
the Mexican agreement, was cut to its prior level. In addition, duty on zine 
was also cut at Torquay. The rates of duty in this agreement, 11/16 cent on pig 
lead and seven-tenths of a cent on slab zinc, are still in effect today. 

(2) On February 14, 1951, the lead mining industry made application to the 
Tariff Cor -mission under the provisions of section 336 of the Tariff Act of 1980 
for an investigation of the “differences in the cost of production” of lead in the 
United States and foreign countries. The Commission, on May 29, 1951, dis- 
missed this petition and advised the industry that trade agreement rates cannot 
be changed by action under the provisions of section 336. 

(3) On September 14, 1953, the lead-zine industry petitioned the Tariff Com- 
mission for escape clause action under section 7 of the Trade Agreements Ex- 
tension Act of 1951. Hearings were held during November 1953. On May 
21, 1954, the Commission made a unanimous finding that serious injury was 
resulting from excessive imports and recommended maximum permissible in- 
creases in duties. 

(4) Concurrent with this 1953-54 “escape clause” action, by resolution of the 
House Ways and Means Committee (July 29, 1953) and the Senate Finance 
Committee (July 27, 1953), the Commission also conducted a “general investi- 
gation” in accordance with the provisions of section 332 of the Tariff Act of 
1930. This was transmitted to your committee and to the Committee on Finance 
on April 19, 1954, and is a 356-page volume with a detailed anaylsis of the 
economic conditions and pertinent statistics concerning the lead-zinc industry of 
the United States. 

(5) On August 20, 1954, President Eisenhower advised your committee and the 
Committee on Finance that he would not implement the unanimous recommenda- 
tions of the Tariff Commission in their May 21, 1954 report (T. C. No. 27). In 
lieu of accepting the Commission’s recommendations the President instituted 
increased defense stockpile purchases of these two metals and subsequently initi- 
ated barter. The President further advised your committee that he was directing 
the Secretary of State to seek recognition by foreign countries who were 








1778 RENEWAL OF TRADE AGREEMENTS ACT 


principal importers that they would not take any “unfair advantage” of his 
alternative programs. However, the record now shows that imports for con- 
sumption did not decline and, in fact, have increased since the President’s letter. 

(6) In a series of regulations issued May 28 1957, the Department of Agri- 
culture essentially stopped all bartering in lead and zinc, which was the major 
alternate program instituted by the President. In testimony before your com- 
mittee last August 1, Mr. Gordon Gray, Director of the Office of Defense 
Mobilization, announced that the defense stockpile goals for lead and zinc had 
almost been met and that purchases would cease in the very near future. This 
Statement was again repeated by Mr. Gray in his testimony before the House 
Appropriations Subcommittee during February 1958. 

(7) Testimony was also presented to your committee by Mr. Gray on August 
1, 1957, and repeated on February 18, 1958, that the lead-zine industry is not 
eligible to seek relief under the national security escape clause of the Trade 
Agreements Extension Act of 1955. He stated the reason for his decision was 
the existence of very large stocks of both metals in the hands of the Government 
which were acquired by the two alternative programs instituted by the Presi- 
dent when he declined to follow the recommendations of the Tariff Commission. 
Our industry estimates there are now in excess of 1,250,000 tons of each of these 
metals in the defense and the supplemental stockpiles. 

(8) In his letter to your committee of August 206, 1954, the President con- 
cluded by stating that if the action he was taking, instead of following the 
Commission’s recommendations, did not accomplish the objectives he sought 
that he “will be prepared early next year to consider even more far-reaching 
measures, and to make appropriate recommendations to the Congress.” On 
June 19, 1957, Secretary of the Interior Seaton forwarded to the Congress a 
bill providing for the suspension of present duties and substituting a series 
of import excise taxes which would be effective only if the price of lead was 
17 cents or lower and the price of zinc 1414 cents or lower. 

(9) Following your committee’s hearings last August 1 and 2 on H. R. 8257 
{and similar bills for an import excise tax on lead and zinc) and following the 
exchange of letters between the late Mr. Cooper (August 14, 1957) and President 
Eisenhower (August 24, 1957), we again petitioned the Tariff Commission for 
escape-clause action. Our petition was filed September 27, 1957, and hearings 
were held November 19-26, 1957. Six months have transpired since we filed 
with the Commission and it is now 4 months since the case was heard 
(T. C. No. 65). 

Therefore, we submit the attached exhibits for your committee’s examination. 

We call your attention to the following: 

(1) During the period (1947-57) industrial consumption of lead has been 
stable at about 1,200,000 tons a year. Likewise, industrial consumption of 
zinc has remained fairly constant at about 1,100,000 tons a year. In this same 
period, however, the ratio of net imports of lead to United States mine pro- 
duction of lead has increased from 58 to 150 percent and in the case of zinc 
increased from 40 to 124 percent. (See tables L—1 and Z-1.) 

(2) During this period annual net imports of lead have increased from 
220,000 tons a year to 500,000 tons a year and zinc imports from 280,000 tons a 
year to 730,000 tons a year. United States mine production has dropped from 
about 400,000 tons of lead to 330,000 tons and zine has declined from 640,000 
tons to 520,000 tons. (See tables L-1 and Z-1.) 

(3) The statistics for imports submitted herewith are based on “net imports 
for consumption” as reported by the United States Bureau of Customs and are 
those used by the Tariff Commission. Statistics are also compiled on the basis 
of “general imports” which includes material which enters bonded warehouses. 
Estimates for 1957 would show, on the basis of “general imports,” that zinc 
exceeded 800,000 tons and lead exceeded 580,000 tons. 

(4) During the 6 years (1952-57) supply of lead in the United States ex- 
ceeded industrial requirements by 18 percent and, in the case of zinc, supply 
exceeded demand by 16 percent due to excessive imports. (See tables L—2 and 
Z-2.) Until almost a year ago, when barter was stopped, large amounts of 
these excess imports were absorbed by supplemental stockpile acquisitions. 

(5) Since the time when barter ceased 10 months ago, United States lead-zinc 
prices have declined drastically. Except for the period in 1954 (coinciding with 
the Commission’s prior unanimous report) United States prices have now de 
clined to their lowest level since mid-1950. (See tables L-8 and Z-8.) 

(6) During the first 4 months of 1957 United States mine production of lead 
was at a rate of 365,000 tons a year. During the last 4 months of 1957 it was at 
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a rate of only 298,000 tonsa year. This is a decline of 67,000 tons or a 18 percent 
loss in United States mine production. The same has occurred in the case of 
zinc. During the first 4 months of 1957 United States mine production was at a 
rate of 598,000 tons a year. With the break in price this production declined 
very sharply and during the last 4 months was at an annual rate of only 430,000 
tons. This is a loss of 168,000 tons annually and a decline of over 28 percent. 
(See tables L—-5 (a) and Z—5 (b).) Further domestic curtailments during the 
first quarter of 1958 indicate that current United States mine production has 
now declined to an annual rate of 270,000 tons of lead and 400,000 tons of zinc. 

(7) Inits decision in the May 1954 escape-clause action, the Tariff Commission 
found that employment in lead and zinc mines had declined from 26,000 on 
January 1, 1952, to 17,000 on October 1953—or a loss of almost 9,000 jobs in the 
industry during this period. Statistics presented to the Tariff Commission in 
November 1957 substantiate the fact that an additional 5,000 employees had lost 
their jobs in the lead-zinc mining industry since January 1, 1957. Thus, the 
number of jobs in the industry has been cut in half as employment in lead-zinc 
mining has declined from 26,000 to now less than 13,000. 

(8) Prices improved in 1955 and 1956 under the conditions of the President’s 
directives of August 20, 1954. However, employment did not return to the 
early 1952 figures since United States mine production of lead and zinc was 
160,000 tons less in 1956 and 200,000 tons less in 1957 than production figures 
for 1952. (See tables L—-1 and Z-1.) 

(9) During the Korean conflict United States prices of lead and zinc were 
controlled by the Government and the import duties were suspended subject to 
automatic reinstatement should the United States price fall below 18 cents. (See 
tables L-7 and Z-7.) 

(10) During 1957, in contrast with the decline in United States mine produc- 
tion, imports of both lead and zine continued during the year at very high levels— 
in the case of zinc, imports reached an all time high. (See tables L-10 and Z-10.) 

(11) While the 1957 figures are not yet available for foreign mine production 
it is noteworthy that during the severe 1953-54 price break free world production, 
outside the United States, did not decline and, in fact, increased substantially 
despite very low prices. (See tables L—4 and Z-4.) 

(12) Inventory stock of refined lead at domestic plants increased during 1957 
from 159,000 tons at the beginning of the year to 208,000 tons on January 1, 1958. 
(See table L-9.) Similarly in the case of zinc inventory stocks at domestic 
smelters have increased from 67,000 tons on January 1, 1957, to 167,000 tons on 
January 1, 1958. (See table Z-9.) During the first quarter of 1958 stocks of 
both metals have continued to increase. 

(13) A calculation is attached to indicate that the four major importing coun- 
tries (Canada, Mexico, Peru, Australia) are actually losing dollar exchange 
revenue by flooding United States markets with unneeded metal and forcing 
severe price declines. If these 4 major importers would have exported to the 
United States 85 percent of their actual 1957 tonnage and if such curtailment in 
the United States market would have maintained the peril-point prices proposed 
in legislation sent to the Congress last summer by the administration, they would 
have increased their trade revenue by $26 million over conditions of 1957. Based 
on March 1, 1958 prices, this increase could have been almost $57 million. This 
ealculation shows that foreign producers would be in a more favorable position 
in terms of United States dollar revenue if they would import the amount of 
lead and zine needed to supplement United States mine production rather than 
import excessive amounts which places United States supply and demand badly 
out of balance and forces a drastic decline in United States prices. 

We trust this information will provide you with a brief background of the 
experience the lead-zinc industry has had under the various provisions and pro- 
cedures of United States trade laws and that it will also provide the necessary 
statistical data concerning these two important metals. 

Very truly yours, 
Cc. E. Scuwas, Chairman. 


The following calculation on lead-zine imports into the United States indicates 
that were these countries to continue flooding United States markets with imports 
in 1958 at the 1957 rate, and were 1958 prices to prevail at their current level 
throughout the year, exchange derived from sale of this large tonnage would 
decrease by about $30 million. It further indicates that a reduction of 15 percent 
in deliveries would increase dollar revenue by $26 million over 1957 if such a 
reduction would result in maintaining prices at the administration’s peril points. 
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TaBLe L—2.—Lead—Supply and consumption in United States and in free world 










Lead, in the United States 1952 1953 1954 1955 | 1956 a. 
| 1957 
} 
adlaranienapiiette beers oe ee ee ee dea initio 
Supply, primary lead: | 
sonply, prim mine produc- } 
tion, short tons, recover- | 
able lead_...... 390, 161 342, 644 325, 427 338, 025 352, 826 333, 492 
“— for consumption: Pi 
Ores ease € con- b 
OD ic dentin onens 109, 174 67, 409 197, 167 156, 877 196, 182 200, 000 
Pig lead, etc........-.- 535, 043 389, 648 


285, 656 296, 497 291, 643 305, 000 
ns cen ten 5 we 644, 217 457, 057 482, 823 453, 374 487, 825 505, 000 


Total supply........| 1, 034,378 799, 701 791, 399 840, 651 838, 492 


Distribution, primary lead: 
Consumption of all lead...| 1,130,795 | 1, 201, 604 
Less consumption of 





1, 212, 644 | 1, 209,717 1, 145, 000 








secondary lead_...__...- 471, 294 486, 737 502, 051 510, 820 495, 000 
Total, minus second- 
ary consumption of 

primary lead__-.-_--- 659, 501 714, 867 710, 593 698, 897 650, 000 

cede Sbddivgwsgact 3, 665 5, 118 4, 234 7, 975 5, 550 

Total distribution... _- 663, 166 719, 985 714, 827 706, 872 655, 550 

Difference (excess in ‘a 8 nl 

each year), totaling | 
79, 716 74, 618 76, 572 133, 779 182, 942 


918,839 for 6 years !)_.. 371, 212 


1 Of this difference industry stocks accounted for approximately 46,695 tons. In the United States 
supply was in excess of industrial een in the 6-year period by 918,839 tons or 18 percent. Yearly 
oversupply was as follows: 1952, 35.9 percent; 1953, 10 percent; 1954, 9.2 percent; 1955, 9.7 percent; 1956, 
15.9 percent; and 1957, 21.8 percent. 


TaBLE L-8.—Lead, 1954 to mid 1957, free world mine production, free world 
consumption, primary lead, and free world excess production 





| 1954 1955 
Supply: 
nited States mine pete. . 1 325, 419 1 338, 025 
Estimated free world production outside the United States.| * 1, 513, 232 2 1, 576, 039 
Total free world supply.--..........-.--..--.---.--.---- 1, 838, 651 1, 914, 084 
Industrial demand: 7 
United States consumption of primary lead (total con- 
sumption less secon: aes a annie oe eRe 1 613, 946 1 710, 593 
Estimated free world consumption outside the United 
a I UA ak aad Rica deat abetted foncinesipadeecte ee wcimedasmaregnnd 1, 076, 432 1, 134, 828 
Total free world consumption..._..................--- 1, 690, 378 1, 845, 421 
Excess of supply over industrial demand ?___________-. +148, 273 +68, 643 





1U. 8. Bureau of Mines. 

2? American Bureau of Metal Statistics. 

§ Excess of supply over industrial requirements varied from 3.7 percent in 1955 to 8.8 percent in 1954 and 
averaged 6.5 percent for the 3-year period. 


Source: U. 8. Department of the Interior. 
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TasLe L-6.—Consumption of lead in the United States 


| 


Metal 


products 


Bit, | 


a... 
1957, 11 months. | 


2 500, 545 
354, 405 
414, 454 
515, 527 
500, 009 
476, 542 
501, 482 
442, 384 
495, 320 
489, 586 
406, 698 


Storage 
batteries 





428, 877 
513, 827 
313, 718 


398, 409 
375, 384 
350, 930 
367, 575 

7, 272 
380, 033 
370, 771 
331, 067 


{Short tons] 





Pigments ! 





136, 112 | 


! Includes lead content of leaded zinc oxide production. 





Chemicals | Miscellane- 
ous uses 
75, 166 | 31, 300 
94, 089 29, 186 
98, 835 23, 520 
125, 526 32, 182 
135, 356 34, 540 
150, 719 30, 305 
169, 419 33, 538 
167, 184 31, 622 
170, 625 35, 231 
195, 136 33, 854 
162, 309 36, 070 


? Estimated distribution for 1947 based on reports of American Bureau of Metal Statistics. 
3 1948-57 Bureau of Mines. 


TasLe L—6a.—Consumption of lead by industries 

















Metal | Pigments !| Chemicals Others 
products 
SOOT NEY ou 6 20 25k. 5552-22. | 73, 409 9, 287 15, 177 3, 564 
DN Ei. OCs adbonagdesauows = 68, 387 9, 334 13, 527 3, 161 
MMe I sang ssecuasnesrens a 69, 326 9, 964 14, 600 3, 480 
Be eo xt he | 67,248 9, 615 14, 567 3, 450 
TN a i se ahem = 67, 077 9, 596 13, 968 3, 350 
oud o os at 62, 573 10, 030 14, 713 3, 478 
Ps actin re 58, 679 7, 888 | 14, 737 2, 904 
August | 72, 596 | 10,480 | 15, 288 3, 208 
ey ene | 67, 307 9, 921 14, 261 3, 205 
October ----- | 71, 214 10, 820 17, 396 3, 377 
November... fl 59, 954 8, 482 14, 075 2, 883 
deeiatgiecasaasaad lines 
es cen ena | 787,765 105, 356 162, 309 36, 060 





1 Includes lead content of leaded zinc oxide production. 
3 Includes lead content of scrap used directly in fabricated products. 


Source: U. 8. Bureau of Mines, 


| 





| 


Total? 


essesse 


Sees zesssG 


REE 





' 


z 
s 


, . 








SN eK BOI eo 


ee 






RENEWAL OF TRADE AGREEMENTS ACT 1787 


TABLE L-7—Lead—Tariffs, price, and protection 


Tariff per Average lead price 
pound per pound. peo 





metals, 
Ore Metal a London London 


i a ee ee 


9 
= 
9 
3 
9 
3 
§ 
= 





1% 24% 5. 52 3. 92 54.2 

1% 2% 4.24 2. 64 80.5 

1% 24% 3.18 1. 88 113.0 

1% 2% 3. 87 2. 23 95.3 

1% 2% 3. 86 2.49 85.3 

1% hy 4.07 3% 12 68. 1 

1%) 2% 4.71 3.91 54.3 

1% 2% 6. 01 5.14 41.3 

1 2% 4.74 3.34 63.6 

1% 2% 5.05 3. 16 67.2 

1% 24% 5.18 4,27 49.8 

1% 244 5.79 4.50 47.2 

144 2% 6. 48 4. 50 47.2 

1Me 6. 3 4.50 23.6 

1Me 6. 50 4.50 23.6 

1Ke 6. 50 5.00 21.3 

1%e 8.11 8. 64 12.3 

CALL la ddebsseiiiedals hdl 1%s6 14. 67 15. 29 6.9 

1948, January-June. .........._. Ke 16. 20 16. 19 6.6 
1948, July-December... __._____- 0 0 19. 89 18. 17 0 
1949, January—June--.-._.__-._... 0 0 17. 13 19. 88 0 

1949, July-December... ....._-.- %4 1Ke 13. 60 14. 03 7.6 

Be doit cdyebbentinwtbadd % 1K%e 13. 30 13. 31 8.0 

1951, Jan. 1-June 5_.._........-. 1% 2% 17.00 18. 26 11.6 

1951, June 6-Dee. 31-....- Leet % ie 17.75 21. 76 4.9 

1952, Jan. 1-Feb. 11_- . % Ke 19. 00 21.71 4.9 
, 1082, Feb. 123!...._....-- 0 17.00 21. 25 0 

% Me 15. 00 17. 13 6.2 

pdsbds a bath seh asbib db decd % Ke 13. 49 11. 44 9.3 

I irs Sono ioe deta %4 Me 14. 05 12. 06 8.8 

34 1s 15, 14 13. 23 8.0 

Pi oe ccuieednecuebaee % Ke 16. 01 14, 52 7.3 

tla al % 1\%e 14. 66 12. 08 8.8 

| spaces th Reina % 1%6 13.00 9. 58 111 


! Suspension subject to automatic reinstatement should price fall below 18 cents. 


Treaty or agreement 


Act of 1930. 
0, 


Do. 
Mexican agreement. 
Do. 


Do. 

Do. 

Do. 

Do. 
Cangeeten. 
Geneva rates, 1948. 
Reinstated. 
Abrogation of Mexican 

Treaty. 

ee agreement. 


Suspension.' 
Reinstated by Prest- 
dent. 
Do, 
Do 


9939) 
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Taste L-8.—Metal price, lead 
{In cents] 
LEAD, LONDON 




























































































1947! | 1948! | 1949!) 1950 | 1951 1952 {| 1953 | 1954 1955 | 1956 | 1957 
| Sa <n oe 504! 16. 192) 22. 129] 12.125) 17.000) 21.875) 12. 453) 10. 807) 13.008) 14. 821/14. 532 
February.......------| 12.594) 16. 192) 22.129) 12. 125) 17.000) 21.250} 11.781) 10.344) 12.959) 14. 922/14. 144 
PERU... ode coisas 12.709) 16. 192) 22.129) 11.074) 17.000) 20. 846) 11.399) 10.794) 13.001] 15. 141|14. 138 
Bassi ns tlhe. -| 16. 192) 16. 192} 19. 376) 10. 619) 20. 000) 20.375) 10.277) 11. 693) 13.058) 14. 464)13. 984 
ge mdinawe scabs 16. 192} 16. 192} 18.049) 11.670) 20.000) 17. 180) 10.277) 11. 799) 12. 896) 13. 943/12. 432 
En | 16.192) 16.192) 15.454) 11. 846) 20. 000) 16.354) 11.086) 12. 182) 12.852) 14. 153)11, 461 
PE naccnacesOs | 16,192] 16. 192} 14. 648) 11. 596) 21. 442) 16.597) 11. 644) 11.961] 13.243) 14. 207/11. 327 
August.._.....-- | 16.192) 16. 192) 15.583) 12, 884) 22. 500) 16.375] 11.920] 12.114) 13.312] 14. 508/11. 466 
September ............| 16.192) 16.192) 15. 233) 15. 692| 22. 500) 16.375) 11. 668) 12. 668) 13.446) 14. 647/11. 230 
October. ........-.-..| 16. 192) 20. 150} 13. 803) 16.000) 21. 875) 11.305) 11. 567) 13. 586) 13.360) 14. 432/10. 738 
November-..._....-..| 16.192} 20. 150} 12. 792) 17. 000 21. 875] 11.685) 11.777) 13.512) 13. 521| 14. 479)10. 306 
December --.-.-....--- 16. 192) 20. 150} 12. 125) 17. 000) 21. 875) 12.171 Solel 13. 027| 14. 168) 14. 460) 9. 152 
TOR. 5.-chi... 15. 293) 17. 1 16. 7 13. 311) 20. 276| 17.032 7 12. 056} 13. 233) 14. 515)12. 083 
LEAD, DOMESTIC 
January ._.......-----| 12.981) 15.000) 21. 500) 12.000) 17.000 19. 000| 14. 1021 13. 260} 15.000} 16. 151/16. 000 
February.....-..1 | 13. 182) 15.000) 21. 500) 12.000) 17.000) 19.000) 13. 500) 12.818) 15.000} 16. 000\16. 000 
March... - i014 | 14.957] 15.000} 18. 907| 10. 963) 17.000} 19.000} 13.404) 12.935) 15.000} 16. 000/16. 000 
_ Sea | 15.000! 17.212} 15. 154| 10. 630) 17.000} 18.923) 12. 683) 13.904) 15.000} 16.000)16. 000 
ByeG wei sss 15.000) 17. 500) 13.720) 11. 721; 17.000) 15.731) 12.750) 14.000) 15.000} 16. 000) 15. 385 
7UNO...0..- 0b fa4 -..} 15,000) 17. 500} 12. 000) 11. 808) 17.000} 15.257) 13. 413) 14. 106}. 15. 000} 16. 000|14. 320 
Jubyio lh sie beds 15. 000} 17. 808) 13. 562) 11. 660) 17. 000} 16.000) 13. 683) 14 000! 15. 000) °16. 000) 14. 000 
August... ..-.u:2.4-.- 15.000) 19. 500) 15.032} 12.926] 17.000} 16.000) 14.000] 14.058] 15.000} 16. 000/14. 000 
September i_i_ ss... 2] 15.000) 19. 500} 15.050) 16. 800) 17.000) 16.000) 13.740) 14. 598) 15. 100} 16. 000)14. 000 
Qatober . ...-... J$1...] It 000| 19. 500} 13. 420) 16.040) 19.000) 14 404) 13. 500) 14.965) 15. 500) 16. 000/13. 692 
November 1.2: .-.-. 5.) 15.000) 21. 500} 12. 522) 17.000) 19.000) 14. 159] 13. 500) 15.000) 15. 500) 16. 000/13. 500 
December... :.+-:./2- 15. 000) 21. 500} 12.000) 17.000} 19.000} 14. 125} 13. 500} 15.000) 15. 558} 16.000/13. 000 
Yow..—s0{,... ba rT 18. ae 15. a 13. 296} 17. oan) 16. ne 13, 480) 14. 054) 15. 138) 16. 013) 14.688 
DIFFERENCES 
| rey l l 
January ...........- lo. 337); 1. 192 0. 629) 0. 125 ‘ 2. 875 {(1. 739) | (2. 453) | (1. ie 330) | (1. 468) 
Fowroary..----------27 C 588) | 1192 [ .629) .125 ‘ 2. 250 | (1. 719) | (2. 474) | (2. 041) 78) | (1. 856) 
March......... | (2, 248) 1.192 { 3.222) .111 ‘ | 1. 846 | (2. 005)| (2. 141)/(1. 208) (. 859) (1. 862) 
April-__- i --| 1. 192 | (1. 020)| 4.222) (.011)| 3.000) 1.452 | (2. 406) |(2. 211) | (1. 942) | (1. 536) | (2. 016) 
ay. | 1.192 |(1.308)| 4. 329) (95D) 3.000) 1. 449 | (2. 473) | (2. 201) | (2. 104) | (2. 057) | (2. 953) 
June.... 1. 192 (1. 308 (| 3.454) .038 | 3.000) 1.097 | (2. 327)| (1. 924) | (2. 148) | (1. 847) | (2. 859) 
July-- — 1. 192 | (1. 616)| 1.086) (. 064) | 4.442) .697 {(2.0 a3) (2 039) | (1. 757) | (1. 793) | (2. 673) 
ce: ..| 1.192 |(3.308)| .551) (.042)| 5.500) .375 |(2. 680) (1. 944) | |(1. 688) | (1. 492) | (2. 534) 
September_-.._.._.| 1.192 |(3. 308)| :183| (108)| 5.500] _-375 |(2.072)|(1. 930) | (1. 654)| (1. 353) (2. 770) 
ET dpintcnncceuskes os ROD .650 | .383) (.040)} 2.875) (3. 099)/(1. 033 (1. 379) | |(2. 140)/ (1. 568) | (2. 954) 
November...___..---_| 1. 192 (1.350)}  . 270) as 2. 875) (2. 474) | (1. 723) | (1. 488) | (1. 979) | (1. aie 104) 
December - __.-..-- 1. 192 | (1. 350) - 125) Ms 2. 875} (1. 954) | (2. 202) | (1. 973) | | (1. 390) | (1. 5 ee 
Wants -<-i2--- . 620 | (. 862) 1 520 .015 | 2.776] 565 | (2. 052)| (1. 08 | 905) | (1. 498) | (2. 575) 
| | 


1 $4.03 through Sept. 17, 1949. 
Notre.—Parentheses denote red figures. 
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[In tons of 2,000 pounds] 
SMELTERS’ AND REFINERS’ STOCKS OF LEAD 
In ore and In base bullion (lead content) | 
matte and |_ be ae 
in process | Refined Antimo- Total 
at smelt- | At smelt- | In transit | In process pig lead nial lead stocks 
eries eries and | to refiner- | at refiner- 
refineries jes ies 
1953—Jan. 1.__.- 65, 771 17, 583 3, 105 19, 759 31, 405 12, 155 149, 778 
1954—Jan. 1.._.-- 67, 688 17, 920 2, 867 26, 713 65, 036 16, 116 196, 340 
1065—Jan. 1._...- 62, 074 18, 170 1, 723 27, 164 77, 930 14, 789 201, 850 
1956—Jan. 1.___- 71, 812 16, 532 3, 764 27, 625 21, 196 9, 893 150, 822 
1957—Jan. 1.___- 77,918 12, 222 2, 846 25, 092 29, 435 11, 746 159, 259 
Feb. 1... 80, 451 10, 636 4, 061 25, 827 32, 418 10, 487 163, 880. 
MAR Beene 81, 274 11, 880 4, 394 25, 728 38, 479 10, 220 171, 975 
Ape. Lai. 82, 461 14, 598 3, 593 25, 401 36, 390 9, 794 172, 237 
May 1 81, 061 17, 035 2, 705 20, 890 48, 053 9, 391 179, 135 
June 1... 81, 364 11, 585 3, 071 21, 002 48, 286 9, 799 175, 107 
July:1__.... 82, 730 12, 036 | 3, 560 22, 380 55, 358 9, 503 185, 567 
Aug. 1._..- 97,111 11, 479 2, 532 22, 917 59, 348 8, 661 202, 048 
Sept. 1.-_.- 84, 205 13, 029 2, 667 22, 439 51, 080 9, 553 182, 973 
Oct. 1 80, 662 11, 905 3, 175 20, 351 44, 467 10, 215 170, 775 
Nov. 1 | 76, 230 14, 220 2, 538 18, 695 47, 460 11, 581 170, 724 
Dee. 1. 65, 341 11, 646 3, 547 21, 867 59, 755 11,119 173, 275 
1958—Jan. 1.- 79, 362 | 11, 019 | 2,779 23, 154 79, 741 11, 857 207, 912 
CONSUMERS’ STOCKS OF LEAD! 
Refined soft | Antimonial Total 
lead 
Jan. 1, 1953_- So child enwnhavelantusucndudsecbbenmwamhaaa 80, 888 20, 309 101, 197 
Jan. 1, 1954 on 75, 801 14, 867 90, 668 
Jan. 1, 1955 ia-tag oa ss 6 atin anet @ teakgne Miesbannalsches teak 82, 039 17, 573 99, 612 
Beha: Big Ms shares che pn diicid bret wp bbs Gaia gna kaa emnanme 73, 480 23, 081 96, 561 
CONSUMERS’ AND SECONDARY SMELTERS’ STOCKS OF LEAD! 
| eee ee eee 2 ee? ht 2 73, 673 2 40, 226 2113, 899 
1957—Jan. 1_- 66, 888 39, 081 105, 969 
Feb. 1.. — 70, 135 | 38, 795 108, 930 
Mar. 1. | 69, 044 | 39, 259 108, 303 
Apr. 1.-- 72, 508 37, 647 110, 155 
eae eee eee eee 66, 560 36, 672 103, 232 
June 1. 61, 327 35, 118 96, 445 
SHI hoo cskks lace cu ckn eek Ka 57, 063 | 32, 385 89, 448 
Aug. 1. se i hints 54, 982 27, 739 82, 721 
Ps MnaiidkmniwiboocdndcntGrabdobedteugennentandkaions aaa 55, 844 31, 246 87, 090 
Oct. 1... 5 61, 758 | 33, 223 94, 981 
sd aan ale atientoash " shee aiekoaceaen aaa 63, 715 33, 223 96, 938 
BK Ba ndedcnacecutnckocupbkecksaucugeab aeeselenseneeaen 35, 647 107, 298 





71, 651 


1 U. 8. Bureau of Mines; beginning 1956, consumers’ stocks not separately reported by months, 


2 Revised 


annual totals, 
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1957—January - - -.-- 
February - ---- 
March._--_- ’ 
Cs cine mitbame 
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8S. Bureau of Customs. 
The minor difference between these 2 methods of reporting 


| 





TasLte L-10.—Lead—Imports and ewports* 
Ore, eit Base Pigs and Total 

ete. bullion bars 
196, 452 | 31 | 262, 654 | 459, 137 
22, 653 | | 31,410] 54,088 
11, 104 22, 423 | 33, 527 
18, 045 of 20, 784 | 38, 829 
16, 786 |__ 25, 069 | 41, 855 
12,099 |___. 5 22, 282 | 34, 381 
20, 061 28, 002 48, 063 | 
18, O15 59 | 25, 224 43, 208 
17,851 | vg 23, 162 41,013 
13, 150 25 | 23, 042 | 36, 217 
16, 57 ¥ 31, 376 | 47, 952 
12, 852 | 32, 440 | 45, 292 
18, 639 | 39, 061 | 57, 700 
197, 831 84 | 324,275 | 522, 190 


Export 


4 
a 


5, 682 453, 455 
314 53, 749 





1, 480 32, 047 
04 37, 880 
555 41, 300 
138 34, 243 
210 47, 853 
644 42, 654 
105 40, 908 
174 36, 043 
146 47, 806 
406 44, 886 
123 57, 577 

5, 244 516, 046 


1 This table is based on ‘‘general imports” as reported by U. S. Bureau of Census whereas table L-1 is 
based on “imports for consumption” as reported by U. 
“imports for consumption” are not available. 


Monthly figures of 1957 


is not too significant in view of the very large quantities of imported lead in both tabulations. 


Source: American Bureau of Metal Statistics. 
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TABLE Z-2.—Zinc—Supply and consumption in United States and in free world 


Zinc, in the United States 1982 1953 | 1954 1955: | 1956 Estimate, 
| 1957 








Supply, primary zine: | 
Domestic mine production, short | 















































tons, recoverable zinc__............-| 666,001 547,340 | 473, 471 514,671 | 542,340 520, 128 
Imports for consumption: : E < a 
Zine ore, etc. -- Scans <> canal cae 464, 327 504, 770 407, 739 485, 789 470, 000 
Slab, block, etc. .__..__-- on tnd 116,543 | 233, 569 161, 225 195,343 | 245, 328 275, 000 
NS 6nccteceede a ~ 698, 509 | 697, 896 665, 995 603, 082 731, 117 745, 000 
Total supply....................|1, 364, 510 1, 248, 236 |1, 139, , 466, 6 fi, 117 753 |1, 273, 457 | 1, 265, 128 
Distribution, primary zinc: ae > 
Consumption of primary slab_.-.__.- 797,672 |° 933, 052 1, 053, 770 | 918, 148 845, 000 
Consumption of zine in ore_. ---.--- 109, 277 118, 244 108, 395 | ' 110,000 105, 000 
Exports recoverable zinc in ore and 
hi lala tiled a Misn Races eal 62, 056 21, 922 39, 681 23, 734 12, 500 
NE SU oi cdc ded aetna 969, 005 |1, 073, 218 1, 201,846 |1, 051, 882 982, 500 
Differences (in 6 years, 1,169,882 . hi ie ral 
ites Ohh thndn tends oxtatienn +395, 505 |4-172, 018 |+182,249 | —84,093 |+221, 575 | 4-282, 628 


Shipments to Government account from 
American Zinc Institute sources, 611,595 
Di cle ccnccccde lenses bieébcee 36, 626 42, 332 


87, 200 157, 014 179, 466 








1 Estimate. 

2 Industry stocks: (a) Smelter gained from Jan. 1, 1952, to Dec. 31, 1957, 144,474; (b) consumers gained 
from Jan. 1, 1952, to Dec. 31, 1957, 23,068. Supply in the United States for the 6-year period exceeded indus- 
trial consumption and exo rts by 1,169,882 tons or 15.8 percent. The excesses by year were, 1952, 29.0 per- 
cent; 1953, 13.8 percent; 1954, 16.0 percent; 1955, 7.5 percent; 1956, 17.4 percent; and 1957, 14.2 percent. 


Taste Z-3.—Zinec, 1954 to mid-1957, free world mine production, free world 
consumption. primary zinc, and free world excess production 


anemene 7 Jee ten tienen atic i - ga 


‘ | 














| 
1954 | 1955 1956 
soieliasstaliian a sianeguiiigs aeaien liam a halite 

Supply: } } 
nited States mine ereagustiets cc) os i055 SAS Se 1.473, 471 1 §14, 671 ' 537, 643 
Estimated free world production outside the United States_| 21,897,344 2 2, 052, 558 | 2 2, 110, 936 
Total free world supply__------- ES lesesess coe SP: 23 370, 815 | 2, 567, 29 2, 648, 579 
Industrial demand: co ae | ee ee me ee 
United States consumption of slab zinc (primary) .......- . 816, 286 1, 053, 77 918, 027 
United States zinc ores for pizgments, etc_..........-.5--- 99, 247. | 3114, 000 | 3 110, 000 
Total United States consumption ___.-_-....---.--:- est V915, 533 11, "167, 770 1 1, 028, 027 
Estimated free world consumption outside the United States_| 1, 351, 041 1, 439, 746 | 1, 396, 510 
Total free world consumption (primary)_--.--_-..-..--- | 2, 266, 574 2, 607, 516 | 2, 424, 537 
Excess of supply over industrial demand €.__..._.._-__. | "104, ry =O, 287 ope 924, 042 


1U. 8. Bureau of Mines. 

2? American. Bureau of Metal Statistics. 

3 Estimate, 

4 Excess of supply over industrial requirements varied from —1.5 percent in 1955 to 9.2 percent in 1956 and 
averaged 3.9 percent for the 3-year period. ‘ 


Source: U. 8. Department of the Int=rior. 
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RENEWAL OF TRADE AGREEMENTS ACT 1797 


TaBLE Z—5c.—Production of slab zinc in the United States, according to grade* 



















{In tons of 2,000 pounds] 
Grade A Grades C and D 
Grade B Grade E 
Year Special Regular (interme- (prime Total 
high grade | high grade diate) Brass Selected western) 
(99.99 per- | (ordinary) special 
cent zinc) 
BE: 6 cestvdivcke 220, 241 191, 639 49, 106 75, 749 17, 367 259, 701 813, 803 
ii denies wei 236, 184 180, 366 32, 204 75, 296 13, 697 234, 041 772, 778 
SI as ioc so cole tasesiar 239, 274 190, 429 36, 812 61, 104 12, 844 321, 574 862, 037 
Ree hat 248, 346 196, 482 38, 892 45, 946 4, 723 315, 695 850, 084 
1949-. snénwe 230, 576 206, 651 21, 513 56, 388 2. 565 352, 130 869, 823 
1950 ‘ 271, 678 192, 075 21, 571 46, 730 4, 021 374, 362 910, 437 
1951_. 281, 571 175, 499 20, 734 60, 511 13, 494 378, 481 930, 290 
1952_- 295, 801 182, 125 17, 903 48, 817 13, 608 401, 336 959, 590 
SR nihil arincine dean ther 312, 810 180, 188 14, 720 56, 219 1, 930 | 408, 113 968, 980 
1954. oat 270, 159 132, 980 19, 284 52, 662 1, 233 394, 120 870, 438 
1955_-.- | 378, 215 138, 597 23, 792 80, 209 3, 904 | 404, 829 1, 029, 546 
1956. 356, 756 162, 467 | 37, 691 96, 291 2, 400 | 400, 132 1, 055, 737 
1957: ? | oo 
January 29, 426 | 13, 987 | 1, 543 | 48, 496 93, 452 
February 29, 067 | 15, 013 | 2, 515 | 41, 483 88, 078 
March 30, 491 | 14, 482 | 3, 238 48, 713 96, 924 
April _ 30, 266 | 15, 265 | 3, 661 47,314 96, 506 
ae 31, 956 | 13, 777 | 2, 269 | 48, 853 96, 855 
SS 31, 351 | 12, 503 | 2, 196 44, 669 90, 719 
toe | 29, 215 13, 219 | 1, 668 41, 677 85, 779 
August 28, 583 11, 575 1, 280 42, 728 84, 166 
September. __| 26, 667 9, 367 1, 662 | 39, 759 77, 455 
October sal 28, 355 | 9, 444 | 2, 236 | 41, 457 | 81, 492 
November. . -| 28, 610 | 8, 060 1, 074 | 42, 010 79, 754 
December...| 32111| 8413 | 883 44, 863 | 86, 270 
Year.......| 356, 098 | 145, 105 | 
1958: January -. 29, 276 8, 688 


1U.8. Bureau of Mines, distilled and electrolytic zinc, primary and secondary. 
* American Zinc Institute, preliminary (with deduction for metallurgical losses in converting grades). 
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RENEWAL OF TRADE AGREEMENTS ACT 1799 


TasLe Z6a.—Consumption of slab zine by industries 















































| | 
Galva- Brass and Die- Rolling | Zine oxide 
| nizers bronze casters ? mills and others} Total 
| products ! 
a a 
1957—January -- | 34, 337 10,800} 37, 517 3, 502 3, 434 89, 590 
February 31, 686 9, 156 | $2, 520 3, 284 3, 206 79, 852 
Mareh.......... -| 30, 747 8, 860 | 30, 946 3, 553 3, 378 77, 484 
atacand anedvuee 30, 631 9,491 | 29, 166 4, 001 3, 300 76, 589 
ay.. 30, 537 | 9, 563 28, 423 3, 389 3, 097 75, 009 
PUR. ceed ntivdedusece seks 29, 907 8, 710 27, 688 3, 613 2, 646 72, 564 
BOE, cin, | bn besa ess 26, 067 6, 361 26, 116 2. 698 2 981 64, 223 
August -- 27, 885 9, 755 29, 237 3, 686 3, 099 73, 662 
September 28, 651 | 9, 588 31, 051 2,911 2, 875 75, 076 
| See 32, 940 | 10, 952 | 36, 480 3, 385 3, 241 86, 998 
ROCs ek tccdcneved 28, 025 10, 024 | 32, 189 2, 843 2, 614 75, 605 
19 wae. . 5 cs were ee 331, 413 | 103, 260 | 341, 333 36, 865 33, 871 846, 742 
' Including ingot makers and foundries. 
2 Includes producers of zinc-base castings, zinc-alloy dies, and zinc-alloy rod. 
Source: U. 8. Bureau of Mines. 
Tas_e Z—-7.—Zinc—Tariffs, price, and protection 
| 
Tariff per Average zinc | Percent 
pound price per pound | protec- 
Year re oul : tion Treaty or 
| metals agreement 
Ore Metal | New Lon- | London 
York don 
RR a a ee ee Pe ee ae a ae 
| Cents | Cents | Cents | Cents 
Di vitkinyocrtirmns | 1% 134) 4. 556 3. 655 47.88 | Act of 1930. 
i atisstalatnons (ecagaegiewndle -| 1% 1%| 3.640 2. 519 69. 47 Do. 
Sn sth, wsiatidee Rdplcagatie- eee camino teil anaraltee tie iol 1% 1%4| 2.876 2. 143 81. 66 Do. 
WE kn tReet nee 1% 1%4| 4.029] 2.978 58. 76 Do, 
dh nceuentaneotranes oP an 1% 134) 4.158 | 3.095 56. 54 Do, 
hsiicogcsbbsecehebaceecieatentine oe 2 an 1%| 4.328 | 3.102} 56.42 Do, 
Ta a cia saeanecd | We} 134] 4 901 | 3.336 52. 46 | Do. 
I hilt, oh slacaatiaiags ‘ ide 144) 1%4| 6.519 4. 932 35. 48 Do, 
ME csabciowtadpesiag | 144) 134| 4.610 | 3.073| 5695} Do. 
1000, Jan. 1...... én | 145 1% 5.110 | 2.963 47. 25 ma agree- 
ment. 
es ccicdew etapa { 1% 136| 6.335 | 4. 395 31. 85 Do. 
Re a s | 14%) 13%§| 7.474 | 4. 633 30. 22 Do. 
1942 h aeatueteens ihc 14} 136) 8.250 | 4.633 30. 22 Do, 
1943, Jan. 1 to Jan. 30... ....-- os 1% 126, 8.250 4. 633 30. 22 Do. 
1943, Jan. 31 to Dec. 31........-.- 34 7% 8.250) 4.633 18. 89 — agree- 
| ment. 
WE... ..chonteeh damntidettecunteteteteds %4| 74| 8.250] 4.633 | 18.89 Do. 
RR indoles 326 ; a 4) 7%) 8.250 5. 185 16. 88 Do. 
i tacé«tcecedine® : ant I | 8.726 7. 761 11. 27 Do. 
UR eerste tt zi Sasa % 74| 10. 500 | 12. 594 6.95 Do, 
1908, Jens is<2..-- aera es 34) 7%] 13.589 | 12. 594 6.95 | Geneva agreement 
Mint octcvetkavshehdaetashan dled *4| 4$| 12.144 | 14. 437 6. 06 Do. 
RNS a Bae ee. : cael 3%] 74) 13, 866 | 14. 902 5. 87 Do. 
1951, Jan. 1 to June 5.....--....-..------| 54) %| 17.500 | 19. 349 4. 52 Do. 
1951, June 6 to Dec. 31_- | %) Yo| 18.357 | 23.050 3.04 | Torquay agree- 
ment. 
1952, Jan. 1 to Feb, 11_..-.-- ¥%} Yo} 19. 00 | 23.755 2.95 Do. 
1952, Feb. 12 to July 221_. Sa eudal 0 0 | 17.500 | 20.980 0 Suspension.! 
1962, July 23.......... . eal ¥) Zo} 13. 500 | 16.250 4.31 | Reinstated by 
| President. 
RN ack Send ninaeandataleanene en %) io} 10.855 | 9.338 7. 50 Do. 
it ccdiestecéiédentes ten : % Y{o| 10. 681 9. 783 7.16 Do. 
Si scnsstasbrengsecksdoaralaraiocean %| Aol 12.290 | 11. 333 6.18| Do. 
WE noaad J andadxhsseineidnes i] Yol| 13.494 | 12. 220 5.73 Do. 
DFicnessdinseees dade nigh hadaue detects MI To} 11.399 | 10. 202 6. 86 Do. 
1958, Feb. 19_.....- i baudedsdatedned | Ho} 10.000 | 8.085 8. 66 Do. 








| Tariff suspended subject to automatic reinstatement should price fall below 18 cents. 
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TABLE Z—-9.—Stocks of slab zinc 


| 








{In tons of 2,000 pounds} 














At metal- | In transit to | At consume | 
es consumers er plants ? 
works ! } 

i si sat encamped Ssanttidigiaiebietiteiaeedin a icine 

Jan. 1, 1949 20, 848 11, 148 | 95, 884 
jon. 1, 1950______. -| 94, 221 | 11, 367 | $ 81, 801 
an. 1, 1951 8, 884 13, 455 | 3 64, 206 
Jan. 1, 1952.....____ 21, 980 14, 039 | 8 50, 584 
_ i, — i Aen se ahorese a weiniiner a wilaning eae on pom 3 92, 274 
a a anes seca 179, 5, 100 | 2 85, 695 
Jan. 1, 1955... __- = 123, 396 | 8, 800 | 3 103, 706 
jon 1, sess. ee a 39, 264 16, 000 | 3 123, 544 
Mc ee .| 66, 875 | 10, 000 | 2 104, 
Feb. 1, 1967 --- 78, 974 | 10, 000 | 90, 500 
Mar. 1, 1957___- q 86, 889 | 9, 500 | 88, 232 
Apr. 1, 1957___- re ta 89, 357 | 6, 600 | 89, 626 
May 1, 1957_...___- ae 105, 531 | 4, 900 | 84, 648 
A a 112, 693 | 6, 300 | 71, 124 
July 1, 1957____. a 133, 455 | 5, 600 | 4 70, 632 
Sa a eee... 22... 4 146, 179 6, 900 | 72, 288 
Sept. 1, 1957_...._-- 5 .| 149, 296 6, 900 | 74, 078 
TRG BNI soc ceccave nae 153, 766 | 7, 900 | 71, 919 
We RE tke on oa 155, 925 | 7, 100 72,111 | 
clea | 152, 513 | (8) ) 
Id a | 166, 655 | (8) (8) 


! At primary and secondary plants. 


2 By consumers is nieant galvanizers, brass makers, diecasters, etc. 
5 Stocks of remelt s 
tons; Jan. 1, 1953, § 


552 tons. 
4 Revised. 


5 Not yet available. 


Source: American Bureau of Metal Statistics. 


TasLE Z-10.—Zinc—Imports and exports’ 


Blocks, pigs, | 


Total 


iter excluded as follows: Jan. 1, 1950, 103 tons; Jan. 1, 1951, 629 tons; Jan. 1, 1952, 479 
tons; Jan. 1, 1954, 467 tons; Jan. 1, 1955, 476 tons; Jan. 1, 1956, 595 tons; Jan. 1, 1957, 











Ore (con- | Total Export Net 
| tent) |} et cetera 
c Saar i + ehld iil sGlilecticsisiaataeeimaecs 
ee ae 525,350 | 244,978 770,328 | 9,668 | 760, 660 
ee een se ee (ee ee 
1957—January - _- , | 42, 189 | 27, 493 | 69, 682 | 503 | 69, 179 
February -- 41,314 24, 287 | 65, 601 | 503 | 65, 098 
March..... 42, 296 | 22, 761 65, 057 987 | 64, 070 
April. 2 45, 630 | 30, 036 75, 666 | 1, 200 | 74, 466 
Mg agen sioah Shee e -| 47, 619 | 20, 375 67, 994 | 877 | 67, 117 
WR ics nae cacenl 41, 633 23, 406 | 65, 039 | 821 | 64, 218 
July- — 36, 709 21, 899 58, 608 | 3, 769 | 54, 839 
igs PU Ae abtiin oly orm cis tochaccioniaecin 41, 048 22, 568 63, 616 | 7 62, 827 
II hes ccban cn nnagennce 44, 223 | 15, 525 59, 748 446 | 59, 302 
ca 46, 269 21, 776 | 68, 045 518 | 67, 527 
IN i gic bw cnc 48,171 | 16, 081 64, 252 | 156 | 64, 006 
Cs ES, 48, 629 22, 069 | 70, 698 | 222 70, 476 
, ke eee | 525, 730 | 268, 276 | 794, 006 10, 791 | 783, 215 
! 


1 This table is based on ‘‘general imports”’ as reported by U. 8. Bureau of Census, whereas table Z-1 is 
based on ‘‘imports for consumption”’ as reported by U. S. Bureau of Customs. 


“imports for consumption”’ are not available. 


Monthly figures of 1957 


is not too significant in view of the very large quantities of imported zine in both tabulations. 


Source: American Bureau of Metal Statistics. 


Mr. Foranp. The next witness is Mr. Thomas Mullen. 
For the purpose of the record, will you identify yourself ? 


The minor difference between these 2 methods of reporting 
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STATEMENT OF THOMAS R. MULLEN, PRESIDENT, LEHIGH STRUC- 
TURAL STEEL CO.; PRESIDENT, LEHIGH CONSTRUCTION CO.; 
PRESIDENT, UTILITIES SERVICE CO.; PRESIDENT, ROBERT L. 
KIFT-THOMAS R. MULLEN, JR., MEMORIAL FOUNDATION 


Mr. Moutzien. I am president of the Lehigh Structural Co., of 
Allentown, Pa. I am president of the Lehigh Construction Co., and 

resident of the Utilities Service Co., and also president of the Robert 
u. Kift-Thomas R. Mullen Memorial Foundation. 

Mr. Foranp. Will you be able to complete your statement in the time 
~ allotted to you? 

Mr. Kroon. Mr. Chairman. 

Mr. Foranp. Mr. Keogh. 

Mr. Keoeu. In addition to all his obvious qualifications, Mr. Mullen 
is a distinguished New Yorker who comes under very excellent auspices, 
and I commend his testimony to the attention of the committee. 

Mr. Foranp. Youmay rad sir. 

Mr. Mutten. I appear before the committee in my personal capacity 
in general support of H. R. 10368, proposing the extension of the Trade 
Agreements Act for a period of 5 years and providing additional 
authority to the President for the reduction of United tates tariffs 
on a basis of reciprocity with our trading partners. I wish to state 
at the outset, that I am not appearing as an expert, but simply a busi- 
nessman advocating expanded international trade in the interest of the 
ultimate general welfare of our country. 

In supporting the og sear: and objectives of the proposed bill, I 
do so on the basis of a profound conviction that the expansion of 
foreign trade is essential to the economic growth and well-being of the 
United States and of a free world, that cooperation with our friends 
and neighbors in reducing barriers to that trade is a vital part of our 
mutual security and unity. I am earnestly convinced that our world 
today, facing as it does the massive Soviet economic and political 
offensive, can find its peaceful defense or, indeed, its counteroffense 
only in a reinvigoration of its free economic institutions and increased 
devotion to the principles of competition. It is my belief that a major 
step to that a | would be the reenactment of the Trade Agreements 
Act for a period of not less than 5 years and in a form which would not 
merely permit the gradual reduction of the United States tariff as a 
whole on a reciprocal basis, but provide reasonable assurance against 
individual tariff increases. It is very important that there be the 
kind of reasonable stability in our tariff structure that will allow the 
international trading community to conduct its essential forward 
planning and investment in full confidence that the ground will not be 
cut from under it by precipitate or arbitrary tariff increases. 

This is a crucial point and is, in fact, one of the 2 or 3 central issues 
before the committee in its consideration of this Trade Agreements 
Act extension. I do not believe that the mere extension of the act, 
hedged by weakening amendments and providing to the President only 
inadequate tariff-reduction authority, or insufficient duration in time, 
can conceivably serve the purposes for which the act is designed or the 
urgent needs of the times. 
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To be specific on these issues—in the matter of duration of time, 
the 5-year extension proposed in the bill before the committee is a 
minimum period, if only from the standpoint of the time schedule of 
the European Common Market. This, of course, is the group of six 
nations, France, Germany, Belgium, Netherlands, Luxembourg, and 
Italy, which have pledged to gradually eliminate tariffs among them- 
selves while, at the same time, maintaining a common tariff against 
the outside world. 

That 6-nation community expects to complete its first pee of tar- 
iff reductions among themselves in 4 to 6 years. If the United States 
is to be in a position to negotiate tariff reductions on a reciprocal 
basis with this community, the President’s authority must ex- 
tended at least to that period. If the time limit on this legislation 
were pine at 2 or 3 or 4 years, negotiations probably could not be 
completed, and there may be serious doubt that they would ever be 
begun. The effect of a short extension of the United States act on the 
European nations concerned might well be to dampen any zeal they 
now have to reduce their tariffs on a reciprocal basis with the United 
States, and, instead, to concentrate their efforts entirely on the prob- 
lem of establishing a closed trading system among themselves. The 
injury this would do to American trading interests and American 
economic expansion, not to mention free-world unity, needs hardly 
tobe emphasized. The psychological blow, to our common objectives, 
of a short and indecisive extension would be incalculable. 

Secondly, the matter of adequacy of tariff-reduction authority like- 
wise is a major issue before the committee. Again, merely to cite the 
consideration of the European Common Market, the time schedule of 
that organization calls for a 30-percent reduction of tariffs among 
themselves in the 4- to 6-year period. To avoid discrimination 
against United States exports, the President’s authority of 25 per- 
cent proposed in the bill before you is already somewhat less than is 
required for full reciprocity with the community. Any reduction in 
that authority could only hurt the whole effort to maintain United 
States exports on an equal basis in the markets of the six nations. 
It should be remarked that, under the present tariffs maintained by 
the members of the community, those members accounted for 17 per- 
cent of total United States exports in 1957. Although in the long 
run the European economic expansion likely to be sparked by the 
common market would afford the United States opportunities for 
increased exports to the community area in spite of tariff discrimina- 
tion, the scope would be vastly expanded if we were to enjoy tariff 
equality. In the short run, it would seem certain that our export 
industries would encounter substantial difficulty in meeting the hand- 
1cap of discriminatory tariffs. Only with adequate tariff-reducing 
authority of our own can we avoid this situation. 

Along with the European Common Market there is the additional 
grouping of Britain and the remaining western European countries 
im the so-called free-trade area, forming a sort of circumference for 
the original six. The area within which there will be substantially 
free trade is thus to be expanded to some 250 million people with 
the highest aggregate purchasing power in the world (outside the 
United States) and already receiving some 28 percent of our total 
exports, or almost $4 billion, in 1957. These circumferential nations 
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will not adopt a common tariff against the United States and the rest 
of the world, but will retain their individual tariff schedules. The 
effect of United States exports, however, will be essentially the same. 
Our entry into the home markets of Britain, Scandinavia, Austria, 
Greece, and so forth, will face the same competition as in the markets 
of the 6—now grown to 16. Al] internal production will eventually 
move tariff free from one country to the other and we, on the out- 
side—unless we negotiate reciprocal reduction—must encounter a 
heavy handicap. 

All of this does not mean, of course, that the establishment of the 
European Common Market and the associated free-trade area is a 
bad thing for the United States of America. On the contrary, it is 
a normal development which was almost inevitable if the Western 
World is to go forward and the system of free institutions is to be 
maintained. Furthermore, this is a development which, by increas- 
ing European prosperity and living standards, is almost certain to 
create a larger market for our own products. A third great eco- 
nomic group has now been formed. We have the opportunity now 
to keep it on our side and strengthen the ties which bind us to- 
gether. That opportunity lies largely in the renewal of the Trade 
Agreements Act in a fashion adequate to do the job. Nothing else 
will serve, and any failure on our part to adopt this legislation in the 
necessary form is very likely to be interpreted vce as a declara- 
tion to the European community and to the world that the United 
States is not interested in maintaining a solid economic front against 
the Soviet bloc, but has chosen to go it alone. That the consequences 
of such a course would be disastrous in the light of the major Com- 
munist effort at penetration is so apparent it needs not enlightening 
or spelling out. 

ese same considerations apply, of course, to our relations with 
the underdeveloped countries and the rest of the free world. That 
group of 37 countries, including European, conducts 80 to 90 percent 
of world trade and forms a multilateral nondiscriminatory trading 
system of a size and depth never seen before. We are the major 
member of that trading system. It was upon our initiative and 
upon what were peculiarly our principles of economic practice that 
the trading system was created. Our failure to enact this bill would 
probably destroy the system and weaken the whole fabric of western 
economic relationships. 

I have not touched upon the political consequences of a failure to 
pass this bill on the growing neutralism in so large a part of the world 
or upon the security consequences for our system of military alliances. 
Others more conversant than I have already discussed the urgency of 
these considerations and I, personally, have no doubt of their over- 
riding importance. 

In conclusion, may I state my belief that the United States faces here 
a challenge which it cannot ignore? The course of our future and the 
future of the whole free world may well be determined by what the 
Congress does with this extension of the Trade Agreements Act. 

The CHarrMan (presiding). Any questions of Mr. Mullen? 

Mr. Exseruarrer. Mr. Mullen, may I just say that you presented a 
fine statement to the committee, and I appreciate, personally, your 
thoughts on the subject ? 


24U93—58— pt. 2-21 
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Mr. Motien. Thank you. 

The Cuamrman. Any further comments or questions? If not, Mr. 
Mullen, we do thank you, sir, for coming to the committee and giving 
us your statement. 

Mr. Mouuten. Thank you, Congressman Mills. 

The CuatrMan. Our next witness is Mr. Veltfort. 

Mr. Veltfort, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear? 


STATEMENT OF T. E. VELTFORT, MANAGING DIRECTOR, COPPER 
& BRASS RESEARCH ASSOCIATION, NEW YORK 


Mr. Veutrort. I am Theodore E. Veltfort, managing director, 
Copper & Brass Research Association, 420 Lexington Avenue, New 
York. 

Mr. Kroon. Mr. Chairman, may I be permitted to observe, briefly, 
that I, as a Representative from the State of New York, and particu- 
larly from the city of New York, am delighted to welcome to this 
committee as many fine and capable representatives of our city as we 
have personified by our present witness. 

Mr. Veutrorr. Thank you very much. 

The CuarrmMan. You are recognized. 

Mr. Veurrorr. As I said, 1am Theodore E. Veltfort, managing di- 
rector of Copper & Brass Research Association in New York. This 
organization is a trade association having for its members essentially 
all of the brass mills in this country. 

The brass-mill industry comprises the mills which roll, draw, and 
otherwise form sheets, strip, plates, rods, wires, shapes, tube, pipe, and 
forgings of copper and its alloys, such as brass, bronze, cupro-nickel 
and nickel silver. It does not include the producers of copper, zinc, or 
any of the other metals which it uses; nor does it include the makers of 
wire and cable for electrical transmission, or the foundries. Its 
products are extensively used throughout the economy for a myriad 
of uses, and they are particularly important in building construction, 
especially residential building, and in automotive, appliance, and 
electronic applications. In past national security emergencies such 
as war, the industry was essentially completely mobilized for defense; 
it is quite likely that under similar circumstances in the future, its 
products would again be of vital necessity both for defense and for 
survival. 

The industry normally employs about 30,000 production workers. 
Its wages are among the highest (averaging $2.15 per hour, as of 
March 1957, not including supplementary compensation—that is, 
fringe benefits—averaging about 45 cents per hour) and its labor rela- 
tions are good. Its employees are fine American citizens and in most 
instances have spent a considerable period of time in being trained for 
their work. The mills are located in 13 States, and are an important 
factor in the economic health of the communities in which they are 
located. The majority of the mills are small businesses in that they 
employ less than 500 workers. 

The products of the industry are made to high standards of quality 
and in general conformance with the specifications of both the Gov- 
ernment agencies and private technical societies and other standard- 
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ization groups. There are no factors of style, model, or unigae 
characteristics involved. A given brass-mill product, conforming, as 
it generally must to be salable: with widely established standards, is 
the same article, no matter who makes it, here or abroad. 

The industry has been cooperative and progressive. During the 
wars and the Korean situation, it expanded its facilities readily to 
meet the Government’s requirements. It has since improved its 
facilities to produce its products according to latest technical develop- 
ments and economic principles. It has freely exchanged its know- 
how with foreign producers, often at the request of agencies of our 
Government. 

War requirements of the industry have far exceeded peacetime 
requirements so far developed, so that since World War IT there has 
been more than ample capacity to meet all domestic needs. The in- 
dustry, through the promotional efforts of both the individual mem- 
bers and the association, has been fairly successful in expanding the 
use of its products, and believes firmly that it should be permitted to 
reap the benefits of the large amounts of money that have been invested 
in research, development, and promotion. 

In the 1930’s, prior to trade agreement concessions, the industry 
exported an average of 49,900,000 pounds annually, and imported 
722,000 pounds. In other words, exports exceeded imports annually 
by some 49,200,000 pounds. In 1957, after reductions in duties had 
been made by trade agreements, the industry exported 13 million 
pounds and imported 108 million pounds. Imports last year exceeded 
exports by 95 million pounds. The picture has thus been completely 
reversed. Moreover, in the 7 years since 1950, annual imports have 
increased from 31 million pounds to 108 million pounds, or an in- 
crease of 240 percent. In terms of the domestic market, imports have 
increased from 1.3 percent in 1950 to 6.0 percent in 1957 for brass-mill 

roducts as a whole. For some broad categories of these products it 

as increased as follows, in terms of the domestic market (by that we 
mean domestic shipments plus imports) : 

Copper seamless tube, from 0.9 to 7.6 percent; copper sheet and 
plate, from 4.3 to 10.4 percent; brass seamless tube, from 1.0 to 16.8 
percent. 

Unfortunately, Goverriment data on imports are not available in 
the detail needed to establish the percentages for more detailed classes 
of products; it is estimated by the mills, for instance, that imports of 
thin wall brass tube for plumbers’ tubular goods now constitute 80 
percent or more of the domestic market, but no Government data are 
available on imports of this specific product to substantiate this fact. 

Taken all in all, the industry faces a very serious situation from 
these growing imports, made by low priced foreign labor, now accen- 

‘tuated by the substantial decline in domestic business. It needs re- 
lief and needs it promptly. 

Let me now refer to the administration’s proposal to extend the 
trade agreements program and suggest amendments which are 
neeeded to provide the kind of relief which is essential to certain 
domestic industries, including the brass-mill industry. The admin- 
istration has recognized the need for additional safeguards to protect 
domestic industry against injury from imports. It has proposed 
that the maximum relief permissible under the escape clause should 
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be expanded so as to permit increases in duties up to 50 percent above 
the rates in effect in 1934. Existing law imposes a limit of 50 per- 
cent above the 1945 rates, which reflected substantial reductions re- 
sulting from trade agreements entered into before the war. 

Such a safeguard may well be sufficient when the competitive im- 
ported product involved is subject to an ad valorem rate. For an ad 
valorem rate keeps pace with an increase in the price or value of the 
product. In other words, an ad valorem rate applies today in the 
same proportionate way it did in 1934, the amount of the duty hav- 
ing increased as prices have risen. Thus an increase of an ad valorem 
rate of 50 percent above the 1934 rate would, in most cases, afford 
adequate protection against imports. 

On the other hand, the administration’s proposal would not provide 
adequate relief in numerous cases in whaeh the competitive imported 
product involved is subject to a specific duty. Such a duty is in a 
fixed amount, which remains static when prices and values rise. In 
a period of rising prices the impact of a specific duty, unlike that 
of an ad valorem rate, necessarily lessens. The one duty—ad 
valorem—keeps pace with higher prices, while the other duty— 
specific—does not. 

Let me point this up with an illustration. A specific duty in 1934 
of 8 cents a pound on a given article, which then had a value of 20 
cents a hee would have been the equivalent of an ad valorem rate 
of 40 percent. With the value of the article having increased to 40 
cents a pound by 1958, the present ad valorem equivalent of the 8 
cents a pound specific duty would be only 20 percent. Under the 
administration’s proposal as set forth in H. R. 10368 to permit in- 
creases under the escape clause up to 50 percent of the 1934 duties, 
the maximum relief in such a case would be to increase the duty by 
50 percent above the 8 cents a pound which existed in 1934, or to 12 
cents a pound. Under current prices, however, the ad valorem 
equivalent of 12 cents a pound would be 30 percent. In other words, 
the impact of the duty as so increased would still be less than that of 
the 1934 duty on the basis of prices existing at that time. If the 
same article had been subjected in 1934 to an ad valorem rate of 40 
percent, instead of a specific duty of 8 cents a pound, the adminis- 
tration’s proposal would permit an increase of this rate to 60 percent, 
which would be the same as a specific duty of 24 cents a pound. 

Now this is not a theoretical or imaginary case. Brass mill imports 
during the years 1930 through 1938, which was before trade agree- 
ments made any reduction in tariffs on such prodcts, took an average 
tariff of 9.8 cents per pound, which equaled 41 percent of the declared 
value of such imports. In 1956, the latest year for which the figures 
are available, the tariff duties averaged only 2.3 cents per pound, 
and these duties amounted to only 4 percent of the declared value of 
the imports. Thus while successive reductions in the specific rates 
applicable to most brass mill products have been severe, the greatest 
difficulty has been caused by the inflation in prices which has occurred. 
The ad valorem equivalents of the duties on our products average 
less than 10 percent of their original level. If the specific duties on 
brass mill products were increased to twice thier initial level, the 
ad valorem equivalents would still be far below the level which existed 
during the years 1930 through 1938. 
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Under Secretary of the Interior Chilson, in his testimony before 
this committee on February 19, recognized the presence of this prob- 
lem with respect to most mineral commodities, when he said: 

Most of the tariffs on mineral commodities are low in comparison with other 
schedules. * * * The duties in most cases are specific; they remain fixed regard- 
less of price. During the past 15 years or so the rising prices of these products 
have reduced the ad valorem equivalents of practically all the duties. 
Unfortunately, Mr. Chilson did not suggest a remedy, though it was 
inherent in his testimony that a remedy was called for. We suggest 
that a remedy be provided. The administration’s proposal would 
permit specific duties to be increased up to 50 percent above their 
July 1, 1934, levels. We suggest that, in addition, the Tariff Com- 
mission should have authority to recommend conversion of such duties 
to ad valorem rates on the basis of 1934 values, and to permit increases 
of these new ad valorem rates up to 50 percent. Such an amendment 
seems to us to be entirely reasonable. It would provide for equal 
treatment for all industries and thereby avoid discriminating against 
those industries whose products compete with imported articles sub- 
ject to specific duties. In brief, the discriminatory features of the 
administration’s bill would be eliminated. 

Such an amendment, moreover, has an additional benefit from the 
administration’s point of view. Tf all duties, whether in specific or 
ad valorem form, could be increased up to 50 percent of the ad valorem 
rate or of the ad valorem equivalent on the basis of 1934 prices, there 
should be less, if any, need for the imposition of absolute quotas to 
prevent injury to domestic industries as a result of imports. 

Another amendment is essential in order to provide adequate pro- 
tection to the brass mill industry. The escape clause in its present 
form applies only if the duty on the imported product involved has 
been reduced by a trade agreement and if the reduction in duty is 
found to be the cause of the increase in imports. The language requir- 
ing a causal connection between a trade agreement concession and an 
increase in imports has led the Tariff Commission to conclude that the 
escape clause is not available to the brass mill industry so long as the 
suspension of the import excise tax on copper and copper products 
continues. 

The copper import excise tax was originally enacted as a protection 
to the copper industry, not the brass mill industry. The brass mills 
buy copper from the producers, and this copper is a major item of 
the brass mills’ costs. The copper import excise tax levies a cor- 
responding tax on the copper content of brass mill products, but this 
merely equalizes the increased price the brass mills have to pay for 
copper when the tax is effective, thus maintaining their position rela- 
tive to the price of copper. It does not protect the brass mill industry 
as such. The tax is now suspended and has been suspended for many 
years by act of Congress. 

The Tariff Commission’s position seems to be that the escape clause 
represents merely a means of escape from trade agreements, and 
since this copper excise tax is suspended by act of Congress and the 
United States is not charging the full amount of duties—including 
tariff duties and excise taxes—which we would be permitted to charge 
under the trade agreements, there is nothing to “escape” from. This 
means that because of the suspension of the excise tax, which affords 
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no protection to the brass mill industry, the industry is unable to go 
to the Tariff Commission to secure an increase in tariff duties on brass 
mill products, which are the only source of protection to this industry, 
and which have been reduced under trade agreements. The rulin 
thus bars the brass industry from obtaining escape clause relief unti 
the import tax suspension is lifted. 

This situation must be corrected. This could be accomplished b 
deleting from subsection (a) of the escape clause the phrase whieh 
appears in two places, requiring a showing of a causal connection be- 
tween increased imports and trade agreement concessions. 

In fact, relief should be made available to any industry which 

roves injury caused by imports, whether or not a reduction has 

n made since 1934 in the duty of the imported product involved. 
Duties on certain products may have been adequate in 1934. Under 
changed conditions, such duties may be wholly inadequate today, even 
though they have not been reduced by a trade agreement. This is 
most likely to occur, of course, in the case of specific duties, the impact 
of which has been substantially reduced since 1934 as a result of the 
continuous rise in prices. The escape clause should be expanded so as 
to apply to such a situation. This could be done by merely addin 
a clause to subsection (a) of the escape clause in two places, mt: 
would authorize the Tariff Commission to recommend relief when- 
ever injury is found to have been caused by increased imports, even 
though the 1934 duty remains unchanged. 

We also recommend amending the administration’s bill so as to 
make the Tariff Commission’s findings of fact final and its recom- 
mendations for relief subject to review only by the Congress. The 
Commission seeks only to ascertain the facts and report what should 
be done under the laws enacted by Congress in order to prevent injury 
to American industries. Its investigations consist not only of search- 
ing inquiries through its staff of experts, but also includes public 
hearings at which all sides to the controversy may appear and submit 
facts in support of their position. The Commission’s findings of 
fact as a result of its exhaustive investigations should be final and 
should not be subject to change. 

This is not so at present. Of the 27 escape clause cases in which 
the President has acted, he has declined relief in 18; and in 9 of such 
eases in which he has declined relief, he rejected the Tariff Com- 
mission’s findings of fact and made his own independent findings. 

In matters before the Federal Trade Commission, the Civil Aero- 
nautics Board, the Federal Power Commission, and other agencies, 
findings of fact are not reversible even on appeal to the courts if 
such findings are supported by substantial evidence. 

I have set forth the language of the acts governing these agencies 
in an appendix to my statement, which I ask, Mr. Chairman, to be 
filed as a part of my statement. 

The CuarrMan. Without objection, so ordered. 

(The information referred to follows:) 


APPENDIX 


Provisions contained in other statutes as to finality of findings of fact of ad- 
ministrative agencies: 

1. Federal Power Act (16 U. S. C. A. 8251 (b)): “* * * the findings of the 
Commission as to the facts, if supported by substantial evidence, shall be con- 
clusive * * *,” 
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2. Civil Aeronautics Act (49 U. S. C. A. 646 (e) : “The findings of fact by the 
Board, if supported by substantial evidence, shall be conclusive * * *.” 

3. Federal Trade Commission Act (15 U. 8S. C. A. 45 (c): “* * * the findings 
of the Commission as to the facts, if supported by evidence, shall be 
conclusive * * *.” 

Mr. Veutrorr. The Tariff Commission’s findings of fact should 
be no less final than the findings of other comparable independent 
agencies and should not be subject to review by any other part of the 
executive branch of the Government. Nor should any other part 
of the executive branch have the power to overrule the Commission’s 
conclusion as to the necessary remedy. Such power should be 
exercised only by Congress. 

In addition, we recommend that the authority of the President to 
enter into trade agreements be extended for 1 or 2, rather than 5, years. 
Since the original Trade Agreements Act of 1934, there has never 
been an extension for more than 3 years. In fact, the authority of the 
President was extended for only 1 year on three occasions, for 2 years 
on three occasions, and for 3 years on four occasions. An extension 
for 5 years would be unprecedented and unnecessary. An extension 
for 2 years would meet the needs of the administration. Such an 
extension would also give the Congress an opportunity to determine 1 
or 2, rather than 5, years later, whether the additional safeguards to 
prevent injury to domestic industries have been respected and are ade- 
quate to accomplish this purpose. 

We also recommend that the Tariff Commission be enlarged from 
6 to 7 members. With an even number of Commissioners it is some- 
times impossible for a majority to reach agreement. If the Commis- 
sion’s findings of fact are to be final it would certainly be extremely 
advisable, if not necessary, to have an odd number on the Commission, 
such as seven, in order to assure findings and recommendations sup- 
ported by a majority of the Commission. 

In conclusion, may I suggest that the admitted overall desirability 
of freer international trade does not excuse harm to specific com- 
ponents of our economy, particularly where our employees, who have 
enjoyed adequate wages to support our higher standard of living, are 
displaced or will inevitably be displaced by foreign workers who for 
one reason or another are given only a fraction of what our employees 
earn. With our efforts to expand foreign trade would appear to go 
our responsibility for guiding such trade into channels which will 
minimize the harm to our own economy. We have quite generally 
adopted the principle that benefit to the majority does not justify 
unfair sacrifice of the minority. This principle requires particular 
attention at a time like this when our business activity has slowed 
down and we cannot afford to have important areas of our economy 
further harmed by imports on a basis which is unfair, in view of the 
standards which our own producers must meet. 

Far more attention should be given than has been in the past to the 
inherent inequalities of encouraging imports from countries whose 
wage and trade standards are far below ours. Unless the basis on 
which the imports from such countries are accepted provides an in- 
ducement for them to raise their standards, we are not carrying out 
one of the purposes of the Trade Agreements Act. Such inducement 
does not exist when we provide a ready market for their products in 
this country without a tariff high enough to offset the excessive dif- 
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ferential in wages. Trade flows to where the costs are lowest, and 
unless this difference in cost between foreign countries and our own 
is recognized in the tariffs which are sanctioned under the Trade 
Agreements Act, we will ultimately lose such important industries 
as the brass mill industry. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Veltfort for your statement and 
for your appearance before the committee today, and the discussion 
of this matter. Are there any questions? 

Mr. Eberharter will inquire. 

Mr. Exernarter. Mr. Veltfort, on page 1 of your statement you say 
that your association does not include the producers of copper. 

Do you remember that statement ? 

Mr. Veurrort. Yes. It does not. We cover only the brass mills. 

Mr. Esernmarrer. Your association does include affiliates or sub- 
sidiaries of the big companies? 

Mr. Vettrort. That is true. 

Mr. Esernarter. The producing companies. 

Mr. Vettrort. That is true. But their interests in our association 
are purely on the brass mill end of it. 

Mr. Esernarter. I see. But the members of your association do 
include subsidiaries of the big producing companies? 

Mr. Vettrort. That is right. 

Mr. Esernarter. And there are many members of your association 
which are affiiliates of the Kennecott Co. and the Anaconda Co. and all 
those, is that correct ? 

Mr. Veutrort. That is right. 

Mr. Exsernarter. So you do not speak for the Anaconda or Kenne- 
cott companies even though some of your members are affiliates of 
them or subsidiaries of them ? 

Mr. Vettrort. That is right. Let me emphasize that I am speaking 
purely for the brass mill industry. I have no right whatsoever to 
speak for the copper industry. 

Mr. Epsernarter. You are not speaking for the copper industry 
at all? 

Mr. Vettrort. No, indeed. 

Mr. Esernarter. Or the copper research association. You are only 
speaking for the brass and not for copper ? 

Mr. Veutrort. You understand brass mills make certain copper 
products and alloys, for instance, sheet copper is pure copper but it 
is not the raw material which the copper producers turn out. 

Mr. Esernarter. We assume, then, you are not speaking for copper 
but for the brass mills. 

Mr. Vetrrort. That is correct. 

Mr. Esernarter. I see. Thank you very much. 

The Cuarrman. Mr. Sadlak will inquire. 

Mr. Saptax. Mr. Chairman, I could not quite follow Mr. Veltfort 
here in his statement. There are a few spots which I would like to 
have him make some emphasis on. 

On page 2 at the bottom of the page his concluding statement was: 


It has freely exchanged its know-how with foreign producers, often at the 
request of agencies of our Government. 
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In that respect, then, at the request of the State Department or the 
Commerce Department your industry freely opened their doors to 
task teams who came there to see how it operated ? 

Mr. Vevrrort. That is right. Under the International Cooperation 
Administration we had foreign teams. I took some of them around 
myself, that went to the various brass mills, and I might point out 
that one of the most competent reviews of brass mill production in this 
country, as to how it is done, going into intimate details, was published 
by the British productivity team that visited our mills. Everything 
was open to them. 

Mr. Sapiax. As to these funds that we have given to these countries, 
whether it be England, or, more specifically Western Germany where 
their brass mills and plants were completely destroyed, we provided 
the funds from the United States Treasury. 

Mr. Veutrort. I presume we did. 

Mr. Sapiak. And helped build factories and then sent teams over 
to see how we operate. They got equal or better machinery. If they 
did not know how to operate them we sent people with its Sesh 
We provided layouts in the first instance, and then sent people over 
with the know-how to make sure they could compete or make more 
of the brass products quicker than we could make them here ourselves. 

Mr. Vevtrort. There has never been any attempt, Mr. Sadlak, to 
keep from them our way of doing things, and they have been ver 
much impressed with it and free to exchange any information whic 
they have. 

Mr. Sapiak. Your statement is then that you believe it is now com- 
ing in here to the detriment of the people who manufacture brass ma- 
terials at the present time ? 

Mr. Vettrort. That is right. 

Mr. Sapiax. Also you mention on page 3 that the industry whom 
you represent spent large amounts of money for research development 
and promotion. So in effect the promotional activities made an open 
market for imports to come in here, a readymade market for them 
through the moneys which your companies spent in promotion of 
various kinds of ways. 

Mr. Vettrort. I am glad you brought that point up because it 
is a fact that many of our products have become popular. 

For instance, copper water tube, due to exertion and excessive action 
of our members. The importer has nothing to do whatsoever, no 
selling expense so far as promotion is concerned. All he has to do 
is come over and offer a price that is small enough to get the business. 
He can do it because he has all kinds of advantage at low labor cost. 

Mr. Sapiak. He makes an identical product that you folks are 
manufacturing ? 

Mr. Verrort. Yes. 

Mr. Saptax. They make the identical product ? 

Mr. Vevtrorr. Oh, absolutely. They make high standards, that are 
identical. 

Mr. Sapiak. Then on page 4, these are you own words: 

Taken all in all, the industry faces a very serious situation from these growing 


imports, made by low priced foreign labor, now accentuated by the substantial 
decline in domestic business. It need relief and needs it promptly. 
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Mr. Vettrort. That is right. 

Mr. Saptax. What I have in mind is that is the most significant part 
of your statement. 

I think you make that statement by the fact that we have growing 
unemployment and it is quite large in the industry you represent 
although you do not maintain that all your difficulty is attributable 
to the increasing imports. 

Mr. Vettrort. No, indeed. We are completely realistic about that. 

Mr. Keocu. Mr. Chairman. 

Mr. Foranp (presiding). The gentleman from Connecticut has 
not concluded. 

Mr. Krocu. I thought he was finished. Excuse me. 

Mr. Sapiak. I will be finished in one second. I have one more 
question. 

On page 11 you stressed there 27 escape clause cases : 


Of the 27 escape clause cases in which the President has acted, he has declined 
relief in 18; and in nine of such cases in which he has declined relief, he rejected 
the Tariff Commission’s findings of fact and made his own independent findings. 

On the basis of that statement and on the basis of the feelings of the 
Tariff Commission, do you feel that the only place that you can obtain 
or at least request aid and assistance would be before this committee ? 

Mr. Vettrort. That is right. 

Mr. Sapuak. That isall, Mr. Chairman. 

Mr. Foranp. Mr. Keogh. 

Mr. Kroeu. Mr. Veltfort, I was interested in your references to the 
finality provisions in other acts and particularly with reference to the 
Civil Aeronautics Act. 

Is it not a matter of fact that the President has power to review de- 
cisions of the Civil Aeronautics Board involving foreign carriers or 
overseas routes ? 

Mr. Vettrort. I am judging by the wording in that Act which says 
“the findings of fact of the Board, if supported by substantial evidence, 
shall be conclusive.” 

There may be variations, there may be powers that the President 
had that are not implicit in this particular wording. 

Mr. Kroeu. Your citation is to section 646 (e) of the act? 

Mr. Vettrort. That is right. 

Mr. Keroeu. I understand that section 801 of the act provides that 
in CAB cases involving foreign carriers or overseas routes that those 
cases shall be subject to the approval of the President and as a matter 
of fact in a decision of the Supreme Court it was held that the President 
can in those instances disregard the CAB findings as advisory only 
and that he may modify the findings, reject them in whole or in part 
as he sees fit. 

My point simply is that there you are dealing with an administra- 
tive agency touching upon our relationship with foreign countries 
and there the Congress has specifically given to the President the 
power over the decisions of the domestic administrative agency. 

Mr. Vettrort. I have no quarrel. 

Mr. Keocu. And why should he not have similar power in matters 
dealing with our trade relations with the world ? 

Mr. Vettrort. I have no quarrel with whether the Congress or 
whether the President has the final say on the basis of a matter of 
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important foreign policy. But I question whether, in view of the 
fact that these things have all been gone over with his administration, 
having full power, to come before the Commission at its hearings, 
and if Congress does the review, before Congress and make all the 
points clear—after those facts are determined why should there be 
any question as to the fact and that is where the trouble is comin 

Mr. Keoeu. Mind you, I am not quarrelling with your position. 
am simply undertaking to attempt to make this record more complete. 

Mr. Vevtrort. Fine. 

Mr. Krocu. And point out to you, in view of your reliance upon 
those finality provisions, that with respect to the Civil Aeronautics 
Act, your reference to that one act is perhaps not a complete discussion 
of the procedure. 

Mr. Vurcnees I accept that. 

Mr. Krocu. Thank you very much, Mr. Chairman. 

Mr. Foranp. We thank you, Mr. Veltfort for your testimony. If 
there is no objection I should like to have inserted in the record 
immediately following the testimony of Mr. Veltfort a statement by 
the Governor of Rhode Island, the Honorable Dennis Roberts, deal- 
ing with the same subject. 

Thank you very much. 

Mr. Vettrort. Thank you. 

(Authorization for the insertion of the following material was 
granted on p. 2230:) 


AMENDMENTS PROPOSED TO H. R. 10368 By T. E. VELTFORT 


(Parts enclosed in black brackets are those sections of the bill to be deleted, 
and amendments are italicized; the amendments are numbered in small capital 
center headings. ) 


A BILL To extend the authority of the President to enter into trade agreements under 
section 350 of the Tariff Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Trade Agreements Extension Act of 1958”. 


AMENDMENT I 


Sec. 2. The period during which the President is authorized to enter into 
foreign trade agreements under section 350 of the Tariff Act of 1930, as amended 
(19 U. S. C., see. 1851), is hereby extended from the close of June 30, 1958, until 
the close of June 30, [1963] 1960. 

Sec. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as 
amended (19 U. 8S. C., see. 1851 (a) ), is amended as follows: 


AMENDMENT II 


(1) Paragraph (2) (A) is amended by striking out “January 1, 1945” and by 
inserting in lieu thereof “July 1, 1934” [.] and by adding “or by more than 
the duties or rates recommended by the Tariff Commission pursuant to Sec- 
tion 7 (a) of the Trade Agreements Htension Act of 1951, as amended.” 

(2) Paragraph (2) (D) is amended by inserting “and before July 1, 1958,” 
after “June 12, 1955,”. 

(3) The last sentence of paragraph (2) (D) (ii) is amended by striking out 
“section 402 of this Act (as in effect” and by inserting in lieu thereof “section 
402 or 402a of this Act (as in effect, with respect to the article concerned,”’. 

(4) Paragraph (2) is amended by adding at the end thereof the following 
new subparagraph: 
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AMENDMENT III 


“(E) In order to carry out a foreign trade agreement entered into by the 
President on or after July 1, 1958, decreasing any rate of duty below the lowest 
of the rates provided for in paragraph (4) [(A)] of this subsection.” 


AMENDMENT III 


(5) Paragraph (3) (A) is amended (A) by striking out “of subparagraphs 
(B) and (C) of this paragraph,” and by inserting in lieu thereof “of sub- 
paragraphs (B) and (C) of this paragraph and [of subparagraph (B)] of para- 
graph (4) of this subsection,”, and (B) by striking out “suspension under 
paragraph (4)” and by inserting in lieu thereof “suspension under para- 
graph (5)”. 

AMENDMENT III 


(6) Paragraph (3) (D) is amended by striking out “paragraph (2) (C) or 
(D)” and by inserting in lieu thereof “paragraph (2) (C) or (D) or paragraph 
(4) [(A) or (B)}’. 

(7) Paragraphs (4) and (5) are renumbered as paragraphs (5) and (6), 
respectively. 

(8) Subsection (a) is amended by inserting after paragraph (3) the follow- 
ing new paragraph: 

AMENDMENT III 


“(4) [(A)] No proclamation pursuant to paragraph (1) (B) of this sub- 
section shall be made, in order to carry out a foreign trade agreement entered 
into by the President on or after July 1, 1958, decreasing any rate of duty 
below the lowest of the following rates: 


AMENDMENT IV 


“(i) The rate which would result from decreasing the rate existing on July 
1, 1958, by [five] two successive annual reductions, each equal to 5 per centum 
of such rate existing on July 1, 1958. Nothing in this subparagraph shall pre- 
clude a decrease in excess of 5 per centum of such rate from becoming initially 
effective at one time [pursuant to subparagraph (B) (i) of this paragraph]. 


AMENDMENT V 


“(ii) [Subject to paragraph (2) (B) of this subsection, the] The rate [3] 
2 per centum ad valorem below the rate existing on July 1, 1958. 

“(iii) The rate 50 per centum ad valorem or, in the case of any article sub- 
ject to a specific rate of duty or to a combination of rates including a specific 
rate, any rate (or combination of rates), however stated, the ad valorem equiv- 
alent of which has been determined as 50 per centum ad valorem. 


AMENDMENT VI 


The provisions of clauses (ii) and (iii) of this subparagraph [and of sub- 
paragraph (B) (ii) of this paragraph] shall, in the case of any article subject 
to a combination of ad valorem rates of duty, apply to the aggregate of such 
rates; and, in the case of any article subject to a specific rate of duty or to 
a combination of rates including a specific rate, such provisions shall apply on 
the basis of the ad valorem equivalent of such rate or rates, during a repre- 
sentative period (whether or not such period includes July 1, 1958), deter- 
mined in the same manner as the ad valorem equivalent of rates not stated 
wholly in ad valorem terms is determined for the purpose of paragraph (2) 
(D) (ii) of this subsection.” 

AMENDMENT VI 


({“(B) (i) In the case of any decrease in duty to which clause (i) of sub- 
paragraph (A) of this paragraph applies, such decrease shall become initially 
effective in not more than five annual stages, and no amount of decrease be- 
coming initially effective at one time shall exceed 10 per centum of the rate of 
duty existing on July 1, 1958, or, in any case in which the rate has been in- 
creased since that date, exceed such 10 per centum or one-third of the total 
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ve of the decrease under the foreign trade agreement, whichever is the 
greater. 

C‘(ii) Im the case of any decrease in duty to which clause (ii) of subpara- 
graph (A) of this paragraph applies, such decrease shall become initially effec- 
tive in not more than five annual stages, and no amount of decrease becoming 
initially effective at one time shall exceed 1 per centum ad valorem or, in any 
ease in which the rate has been increased since July 1, 1958, exceed such 1 
per centum or one-third of the total amount of the decrease under the foreign 
trade agreement, whichever is the greater. 

[‘(iii) In the case of any decrease in duty to which clause (iii) of sub- 
paragraph (A) of this paragraph applies, such decrease shall become initially 
effective in not more than five annual stages, and no amount of decrease becom- 
ing initially effective at one time shall exceed one-third of the total amount of 
the deerease under the foreign trade agreement. 

(‘‘(C) In the case of any decrease in duty to which subparagraph (A) of 
this paragraph applies, no part of a decrease after the first part shall become 
initially effective (i) until the immediately previous part shall have been in 
effect for a period or periods aggregating not less than one year, nor (ii) after 
the first part shall have been in effect for a period or periods aggregating more 
than four years. If any part of a decrease has become effective, then any time 
thereafter during which such part of the decrease is not in effect by reason of 
legislation of the United States or action thereunder shall be excluded in deter- 
mining when the four-year period expires.’’] 

(b) Subsection (b) of section 350 of the Tariff Act of 1930, as amended (19 
U. S. C., see. 13851 (b)), is amended (1) by striking out “exclusive” in the first 
sentence, and (2) by amending paragraph (2) to read as follows: 

“(2) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, below the applicable alternative specified 
in subsection (a) (2) (C) or (D) or (4) [(A)] (subject to the applicable. pro- 
visions of subsection (a) (3) (B), (C), and (D) [and (4) (B) and (C)J), 
each such alternative to be read for the purposes of this paragraph as relating 
to the rate of duty applicable to products of Cuba. With respect to products 
of Cuba, the limitation of subsection (a) (2) (D) (ii) or (4) [(A)] (iii) may 
be exceeded to such extent as may be required to maintain an absolute margin 
of preference to which such products are entitled.” 

(c) Paragraph (2) (A) of subsection (c) of section 350 of the Tariff Act of 
1930, as amended (19 U. S. C., sec. 1851 (c) (2) (A)), is amended by striking 
out “ ‘existing on January 1, 1945’ and ‘existing on January 1, 1955’” and by 
inserting “in lieu thereof “ ‘existing on July 1, 1934’, ‘existing on January 1, 
1945’, ‘existing on January 1, 1955’, and ‘existing on July 1, 1958’ ”. 


AMENDMENT VII 


Sec. 4. Subsection (b) of section 3 of the Trade Agreements Extension Act 
of 1951, as amended (19 U. 8S. C., sec. 1360), is amended by adding at the end 
thereof the following new sentence: “If in the course of any such investiga- 
tion the Commission shall find with respect to any article on the list [upon 
which a tariff concession has been granted] that an increase in duty or addi- 
tional import restriction is required to avoid serious injury to the domestic 
industry producing like or directly competitive articles, the Commission shall 
promptly institute an investigation with respect to that article pursuant to 
section 7 of this Act.” 

AMENDMENT yIII 


Sec. 5. (a) Subsection (a) of section 7 of the Trade Agreements Extension 
Act of 1951, as amended (19 U. 8. C., sec. 1364 (a)), is amended-by striking out 
the third and fourth sentences, and by inserting in lieu thereof the following: 
“Should the Tariff Commission find, as a result of its investigation and hear- 
ings, that a product on which a concession has been granted is being imported 
in such increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
products or that a product on which no concession has been granted is being 
imported in such quantities as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive products, it shall recom- 
mend to the Congress the withdrawal or modification of the concession, its 
suspension in whole or in part, an increase of the duty or the establishment 
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of import quotas to the extent and for the time necessary to prevent or remedy 
such injury. In the case of an ad valorem rate, the Tariff Commission may 
recommend that such rate be increased, but by not more than 50 per centum 
above the rate existing on July 1, 1934. In the case of a specific duty, the 
Tariff Commission may recommend that such duty be increased, but by not 
more than 50 per centum above the duty existing on July 1, 1934, or that such 
specific duty, as it existed on July 1, 1934, be changed to an ad valorem rate 
on the basis of 1934 value, as found by the Tariff Commission, and that such 
ad valorem rate be increased, but by not more than 50 per centum. The Tariff 
Commission shall immediately make public its findings and recommendations 
to the Congress, including any dissenting or separate findings and recommenda- 
tions, and shall cause a summary thereof to be published in the Federal Register. 
The Tariff Commission’s findings of fact shall be final if supported by sub- 
stantial evidence. 
AMENDMENT Ix 


(b) Subsection (c) of section 7 of the Trade Agreements Extension Act of 
1951, as amended (19 U. 8. C., sec. 1864 (c)), is amended to read as follows: 

“If within 60 days after the date when a recommendation of the Tariff 
Commission is made public there shall not have been adopted by either of the 
two Houses of Congress a resolution rejecting such recommendation, the duty 
or other customs treatment specified in the Commission’s recommendation shall 
become effective upon the expiration of such 60 days: Provided, however, that 
if the date when a recommendation of the Tariff Commission is made public, 
the Congress is not in session, the duty or other customs treatment specified 
in the Commission’s recommendation shall become provisionally effective upon 
the expiration of 60 days, but shall become finally effective only if, within 60 
days after Congress next convenes, there shall not have been adopted by either 
=f the two Houses a resolution rejecting such recommendation.” 


AMENDMENT X 


(c) Subsection (a) of section 7 of the Trade Agreements Extension Act of 
1951 as amended (19 U.S. C., sec. 13864 (a)), is amended by striking out in the 
first sentence the words “as a result, in whole or in part, of the duty or other 
<ustoms treatment reflecting such concession” and the commas immediately 
preceding and following such words, and by striking out the period at the end 
of the first sentence and inserting in lieu thereof the following: 

“or whether any product upon which no concession has been granted under a 
trade agreement is being imported into the United States in such quantities as 
to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products.” 

AMENDMENT XI 


Sec. 6. Subsection (a) of Section 330 of the Tariff Act of 1930, as amended 
(19 U. 8S. C., sec. 1330), is amended by striking out “six” and by inserting in 
lieu thereof “seven”. 


ALTERNATIVE 


To have Tariff Commission recommendations submitted to the President, but 
to limit the President’s powers of review so that he could prevent such recom- 
mendations from becoming effective only by finding and proclaiming that such 
action would adversely affect the foreign policy of the United States. 

In section 5 (a) the word “President” should be substituted for the word 
“Congress” in the two places where the word “Congress” appears, and Section 5 
(b) should read: 

“(b) Subsection (c) of section 7 of the Trade Agreements Extension Act of 
1951, as amended (19 U. 8S. C., sec. 1364 (c)), is amended to read as follows: 

“Tf within sixty days after the date when a recommendation of the Tariff 
Commission is made public the President shall not have found and proclaimed 
that the imposition of the duty or other customs treatment specified in the Com- 
mission’s recommendation would adversely affect the foreign policy of the 
United States, the duty or other customs treatment specified in the Commission’s 


RENEWAL OF TRADE AGREEMENTS ACT 1819 


recommendation shall become effective upon the expiration of such sixty days. 
If the President makes such findings (including the reasons therefor) and so 
proclaims, such findings and proclamation shall be published in the Federal 
Register and shall prevent the duty or other customs treatment specified in the 
Commission’s recommendation from becoming effective.” 


Purpose OF AMENDMENTS PrRopOsED TO H. R. 10368 
AMENDMENT I 


This would continue the President’s authority to enter into trade agreements 
for 2, rather than 5, years. 
AMENDMENT II 


This would expand the President’s authority to increase duties in escape clause 
cases so as to change a specific duty as of July 1, 1934, to the ad valorem equiv- 
alent on the basis of 1934 value, and to increase such new ad valorem rate by 
50 percent. 

AMENDMENT III 


These are technical changes which are necesSary as a result of the amend- 
ment to continue the President’s authority for 2, rather than 5, years. 


AMENDMENT IV 


This would authorize the President to reduce duties by 5 percent in each of the 
2 years, or total of 10 percent rather than 25 percent. The 10-percent maximum 
could become effective in either year. 


AMENDMENT V 


This would authorize the President alternatively to reduce ad valorem rates 2 
percent rather than 3 percent. 
AMENDMENT VI 


These are technical changes which are necessary as a result of the amendments 
to limit the President’s authority to reduce duties by 10 percent, or in the alterna- 
tive ad valorem rates 2 percent. 

AMENDMENT VIII 


This would require escape clause investigation whenever a peril point proceed- 
ing disclosed injury under existing rates, even though such rates have not been 
reduced from their July 1, 1934, level. 


AMENDMENT VIII 


This would make escape clause relief available whether or not a causal con- 
nection had been established between the trade agreement concession and in- 
creased imports or the duty had been reduced by a trade agreement concession. 
In addition, this would expand the maximum relief which the Tariff Commission 
could recommend to include the change of a specific duty as of July 1, 1934, to 
its ad valorem equivalent on the basis of 1934 value, and an increase of such 
new ad valorem rate by 50 percent. Finally, this would make the Tariff 
Commission’s findings of fact final if supported by substantial evidence. 


AMENDMENT IX 


This would permit Congress rather than the President to overrule recom- 
mendations of the Tariff Commission by adoption of a resolution by either house 
within 60 days after the date of a recommendation. 


AMENDMENT X 
This would authorize the Tariff Commission to undertake escape clause in- 
vestigations whether or not there was a causal connection between the concession 


and increased imports or the duty had been reduced by a trade agreement 
concession. 
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AMENDMENT XI 
This would enlarge the Tariff Commission from 6 to 7 members. 
(The statement referred to on p. 1815 follows :) 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
Providence, March 12, 1958. 
REPRESENTATIVE WILBUR D. MILLs, 
House Ways and Means Committee, 
F Washington, D. C. 


DEAR REPRESENTATIVE MILLS: I am concerned by the tremendous increase in 
the volume of imports of brass mill products during the period of 1949-57, which 
has been called to my attention by the industry in Rhode Island. These 
accelerated foreign imports have had a direct and adverse effect upon the industry. 

I understand that the Copper & Brass Research Association is appearing 
before the House Ways and Means Committee on March 12, and will make a 
presentation which has the full support of the industry. Although they do not 
oppose the Reciprocal Trade Agreements Act as such, they are urging an in- 
crease in certain duties. I urge a most serious consideration of these 
recommendations by your committee. 

Increasing foreign imports have plagued several of Rhode Island’s major 
industries, including jewelry, textile, lace, and rubber footwear. This is a sub- 
stantial contributing factor to our unemployment problem. The whole question, 
therefore, is one of great importance to the State which demands the most careful 
consideration of your committee at this time. 

Respectfully yours, 
DennNIs J. Roperts, Governor. 

Mr. Foranp. The committee stands adjourned until 2 o’clock. 

(Whereupon, at 12:30 p. m., Wednesday, March 12, 1958, the com- 


mittee recessed to reconvene at 2 p. m. the same day.) 
AFTER RECESS 


Mr. Foranp (presiding). The committee will come to order. The 
next witness is Mr. Walter Guggenheim. 

Mr. Guggenheim, will you come forward and give your name and 
address to the clerk for purposes of identification ? 


STATEMENT OF WALTER S. GUGGENHEIM, VICE PRESIDENT, VAN 
DER RYN INTERNATIONAL CORP., AND VICE PRESIDENT, GUG- 
GENHEIM INTERNATIONAL CORP. 


Mr. Guecennerm. I am Walter Guggenheim, 434 East 52d Street, 
New York. 

Mr. Chairman, members of the committee, my name is Walter 
Guggenheim. I am the vice president of both the Van Der Ryn 
International and the Guggenheim International Corp. I appear 
before you as a director of the American Importers of Brass & Copper 
Mill Products, Inc., whose offices are located at 501 Fifth Avenue, 
New York City. This association has 17 members, who represent 
approximately 75 percent of all importations of brass and copper mill 
products in the United States. 

I am not an expert in the workings of the Reciprocal Trade Agree- 
ments Act, and I do no know the mechanical details of this proposed 
extension of the act, but I feel I may be able to contribute something 
worth while to this committee by explaining how our industry 
functions. 
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Several bills have been introduced, and are now pending before this 
committee, which would impose a substantial import excise tax on 
imports of copper and copper products, but I do not intend to burden 
this record with a detailed discussion of the merits of these bills. At 
this time I would rather discuss the general aspects of foreign trade 
movements in our industry. If and when hearings are scheduled on 

. the specific bills in question, I would be very happy indeed if I could 
have an occasion to testify regarding the details of the pending tax 
legislation. However, the reasons being given by the domestic in- 
dustry in support of the excise tax bills are in general the same reasons 
they present here, and elsewhere, in opposition to any liberal trade 
program. 

These reasons have been most vigorously expressed by Mr. T. E. 
Veltfort, managing director of Copper & Brass Renabek Association, 
specifically in his report to the Deans subcommittee and his testi- 
mony here today, and I would like to show the unjustified nature of the 
claims of injury that he has attributed to imports. The domestic 
industry may well be in difficulties. The trouble may be far deeper 
and more serious than they realize. It is certainly much broader 
than they admit, for current difficulties in copper are worldwide and 
are not limited to the United States. It may even be inherent in the 
nature and structure of the industry itself. But the trouble here is 
certainly not being caused by — I state unequivocally that if 

1 


you stopped all imports at once, the domestic industry’s picture would 
not appreciably improve. 


100-PERCENT INCREASE IN UNITED STATES INDUSTRY 


Mr. Velfort noted in his report that the United States copper and 
brass mill industry has grown from a volume of 1 billion pounds 
before the war, to about 2 billion pounds during last year. His com- 
plaint against the imports, which total only about 90 million pounds, 
seems to be based on the assumption that if the imports were com- 
pletely halted, and were totally replaced by domestic sales, the in- 
crease in the United States industry might have been from 1 billion | 
pounds, not to 2 billion pounds, but to a level of 2.09 billion pounds. 
Can anyone who has seen as little competition as this really claim that 
these minute imports cause serious injury 4 

He further claims that the domestic industry has never, in the post- 
war years, been able to reach its wartime peak of production. It is 
preposterous to claim that failure to reach these wartime peak loads 
constitutes proof of serious injury, or forms the basis for any finding 
of injury shinteneler. 

The spokesman for the domestic brass mill industry, like many 
others looking for merited or unmerited relief from imports, throws 
out the charge of cheap foreign labor, which he claims is the major 
element in the price competition offered from abroad. Let’s look at 
the facts. Gentlemen, is so-called cheap foreign labor really a factor 
in this case? Figures provided by the domestic industry itself show 
that the average wage factor in United States copper and brass mill 
products is not quite 7 cents a pound. The extra costs which are 
unique to imports and do not have to be borne by United States pro- 
ducers, including freight from the foreign mill to the port, export 
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packing, ocean freight, insurance and duty, total an average of about 
6 cents a pound. This means that if the foreign manufacturer paid 
absolutely nothing for his labor he would enjoy a price advantage 
of no more than 1 cent apound, which is equivalent to 2 or 3 percent 
of value. 


WAGE RATES INSIGNIFICANT 


Now let’s take a look at the wage factors as they really are. This 
merchandise comes from countries that have the highest wage levels, 
outside the United States and Canada. As a matter of fact, the 
Japanese part of it may only be some 6 or 7 percent. The major 
sources of supply are the Western European countries, and the United 
Kingdom, as well as to some small extent Canada. In this industry 
which produces our products, the wages in Western Europe range 
anywhere from 60 cents to $1.10 an hour; and it might be interesting 
to note that these wages in the period of the last 5 years have increased 
at a much faster rate than in the United States—for example, in Ger- 
many the increase has been 50 to 60 percent in the past 5 years, and 
in the United Kingdom over 20 percent in the past 2 years. 

Another example of the small influence that the wage rate has is 
the fact that Switzerland, for instance, with a wage scale about 15 
percent higher than Germany, produces brass rod cheaper than Ger- 
many; and Sweden, which has a wage rate about 30 percent higher 
than Switzerland, produces copper tubing cheaper than either 
Switzerland or Germany. 

Now, Mr. Chairman, let’s take a look at a country that has a wage 
level about the same as ours. In Canada wages in this industry are 
within approximately 10 percent of wage levels in the United States. 
And, in examining the Canadian situation, one should bear in mind 
that several] substantial United States companies maintain operating 
subsidiaries in Canada, producing the same commodities at approxi- 
mately the same wage level and, we can assume, with the same efficiency 
and know-how as in the United States of America. But despite 
this, look at the prices that the same company quotes from Canada, 
and what it quotes for the same product in the United States. Ata 
given day last year a certain major copper mill product—namely 
copper tubing— was quoted at 18.86 cents per foot by all United 
States companies for consumption in the United States; and on the 
same day, the same item was quoted by the Canadian subsidiary at 
12.81 cents per foot. This differential is by no means unusual, but is 
the common pattern followed regularly for a wide variety of copper 
and brass mill products manufactured by plants of the same company 
in both countries. 


UNITED STATES PRICING SYSTEM 


In addition to the great disparity of prices charged by 1 com- 

any in these 2 markets, we have quite similar disparities right here 
in the United States. The United States brass mill industry sells 
a variety of products to a certain industry, consuming these products, 
at 52.79 cents per pound; while another industry which might buy the 
same size in the same thickness, and at the same time, will pay 72.16 
cents per pound—or almost 40 percent more. This is not a rare ex- 
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ample or a minor item, for total consumption of the one commodity I 
cited as an example, by the industry enjoying a preferential price, 
either equals or exceeds the total importation of all copper and brass 
mill products. And it is safe to assume that this volume of domestic 
business is not being done at a loss. 

Why is it that within the United States the domestic industry can 
sell at such vast price differentials; and why is it that the subsidiaries 
of United States companies in Canada can undersell their parent 
companies, with the latter’s full knowledge and consent? One can 
only come to the conclusion that the basis for the pricing of brass 
and copper mill products apparently bears little relation to the ac- 
tual cost of production. The domestic industry has shown that it is 
in a position to sell some of its products to certain preferred United 
States industries at a price so low that it virtually excludes foreign 
competition. It is only because this industry has maintained an 
artificially high price structure in most United States markets, that 
they have actually invited us, the importers, to come in. 

This vast differential between the United States price and foreign 
price of similar commodities is a relatively new development. In 
prewar years, the price differentials between United States and foreign 
copper products were not substantial. I do not know what caused 
these differentials to develop in the past 8 or 10 years, unless it is 
because the United States industry as such has seen no true price com- 
petition in this period, and has been able to market at whatever price 
it felt was justified. But I do maintain that the only price competi- 
tion they have seen in the last 10 years years has been in the small 
volume provided by the imports. 


DOMESTIC COMPETITIVE FACTORS 


Now the industry claims that its volume of sales has gone down 
greatly. To blame this only on imports is unrealistic and unfair. 
The blame should properly be placed on general conditions in the 
United States market. First, the brass and copper industry now has 
competition from aluminum, plastics, chemicals, and numerous other 
items that I cannot even enumerate. The aluminum industry in 
itself today, which was relatively insignificant 25 years ago, is now 
much larger than the brass and copper industry, and has replaced 
brass and copper products in many lines. Second, the high price of 
copper which existed 2 years ago, and even 1 year ago, has also 
not. enhanced the brass mill industry’s picture. It has sent consumers 
into various other substitutes, including not only aluminum but also 
plastics, brass-plated steel, et cetera, and many of those consumers 
are not coming back to brass and copper, despite today’s low price 
of the red metal. 

The third reason can best be explained in the words of Mr. Roy H. 
Glover, chairman of the board of the Anaconda Company, who stated 
last summer that over the past 40 years the actual amount of copper 
that has been used in any given year has closely followed a certain 
percentage of steel used in that particular year. The peacetime aver- 
ages were 1.383 percent for the years 1919-40, and 1.334 percent for 
the years 1953-56—that is, for every 100 pounds of steel used in the 
United States, there is also used about 1.3 pounds of copper. It is 
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logical to assume that at a time when general overall industrial activity 
is showing a decline that the brass mill industry will show its decline 
in the same ratio as any other industry. And to blame these declines 
on foreign imports seems to me quite farfetched. If the traditional 
ratio of 1.3 pounds of copper per 100 pounds of steel is used, the de- 
cline of copper consumption would appear to be about 4 or 5 times 
greater than the total copper content of imports. One more point 
to consider, which the domestic industry does not speak if, is that 
during the time of shortage 1 and 2 years ago, there wasn’t a user in 
this country who was not pleased when we, as the foreign source of 
supply, soul help him out when no one else could. 


32 BILLION DOLLARS IN UNITED STATES TRADE 


The protectionists always go on the assumption that high tariffs will 
improve their own competitive position in the domestic economy. 
What they fail to comprehend is that inevitably this restrictive policy 
results in a contraction of the entire economy. Let’s go back for a 
moment to the 1930’s—when high tariffs were in their heyday—when 
our total foreign trade exports and imports combined were about 
$3 billion—our unemployment, out of a much smaller labor force, was 
ten to twelve million people. What do these gentlemen prefer—the 
protective tariffs of the thirties; with their companies and their in- 
dustries flat on their backs, and the country in a terrible depression ? 
Or do they prefer the prosperous period we have enjoyed for over 10 
years now—where everybody had a job and our total foreign trade 
amounted to $32 billion? I think the answer is very self-evident. 

What would hapepn if we go back to the prewar years of prohibitive 
tariffs? Well, all industries, not only the copper and brass mill in- 
dustry, would be in much more serious trouble than they are today. 
The depression years have proven that prohibitive tariffs, rather than 
increasing our turnover at home, actually decreased it. The high tariffs 
of the Smoot-Hawley Act of 1930 didn’t help the depression—they 
only deepened it. On the other hand, the previous recession of 
1953-54 was largely overbridged and weathered because of the big 
purchases made by our customers abroad—who could only make these 
purchases because we bought from them. If we choke off our im- 
ports, we will kill our exports, unless we are willing to subsidize coun- 
tries abroad to the extent of $10 to $15 billion per year, to pay for the 
goods they would like to buy from us. It think everyone of us is 
agreed that it is better to let our friends abroad earn the dollars, than 
to give them the dollars. We hear the slogan “Trade—Not Aid,” but 
everytime a domestic industry is in trouble for reasons of its own, for 
reasons that have nothing to do with the imports, the importers are 
the scapegoat. 


IMPORT RESTRICTIONS—EFFECT IN THE UNITED STATES 


If our exports are hurt, as they must be hurt, and will be hurt, by 
reason of curtailing imports—then those products that are hit first and 
most are manufactured goods which make up the bulk of America’s 
exports to the world, and which are 3 times as large as the manufac- 
tured goods’ imports. Significantly, quite a few of the products we 
sell abroad contain co ~ and brass. How about our automobiles— 
our tractors—our road-building equipment—our electrical appliances, 
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and many other items. As an example—every automobile, truck, and 
tractor, must contain between 40 to 60 pounds of copper. And if you 
really add it up, every pound of copper and brass that is contained in 
these exports, you would find that the copper content of these manu- 
factured products exceeds the 90 million pounds of competitive im- 
rts they seem so worried about. If the copper and brass mill in- 
ustry, along with other industries, were successful in restricting 
and eliminating imports, they would only cut off their nose to spite 
their face. Many of them number among their best customers manu- 
facturers who produce for export markets. If these fabricators, large 
and small, are unable to sell abroad, then the companies that furnish 
them raw materials, including the brass and copper industry, would 
have to reduce their own production. Thus the resulting loss because 
of import restrictions would hurt the very companies seeking tariff 

protection. 

IMPORT RESTRICTIONS—EFFECT ABROAD 


As to the effect overseas—I have just returned from a trip to Western 
Europe, and I have seen the major producers of the products which 
we purchase. Naturally, they are much concerned over any restrictive 
legislation that might be imposed, and should such legislation be im- 
posed we must inevitably expect two reactions. One reaction I have 
already mentioned—their inability to purchase here. The other re- 
action might be far more serious. It would weaken their economy 
generally, and if their economy is weakened generally, it will drive 
them into the arms of countries far less sympathetic to us and our cause 
than England, France, Germany, Switzerland, Holland, Belgium, 
Sweden, and Italy, tonameafew. They have built up their industrial 
plants, and while their exports to us are relatively small for ovr 
overall scope, they are relatively large for their overall scope. These 
products could be considered semistrategic. In any case, we are not 
allowed to export them to certain countries. It is quite obvious to 
me, and I think quite obvious to anyone else, that if they cannot trade 
with us, they will trade where they can—for trade they must. 

One point which I am sure has also been discussed before you in 
detail is the European Common Market. We need to work with that 
market. We need that market as badly as that market needs us, and 
we cannot afford to have it take retaliatory action against us, which 
is what it would have to do if it cannot trade with us. 

There is another point which I would like to insert. Upon ques- 
tioning by Congressman Sadlak this morning, Mr. Veltfort stated 
that the doors of the American brass mill industry were open to for- 
eign technicians. This is quite true. But I would like to point out 
that the Sloman press, the Schumach machine, and continuous casin 
are German equipment and patents which the domestic industry ould 
not do without. American technicians have seen these all important 
production facilities in Europe. They have learned from each other. 
In any case it should be pointed out that this was a mutually beneficial 
exchange of information which was not one sided. 

In conclusion, Mr. Chairman and members of the committee, it 
seems clear that with this industry, as with the economy in general, we 
have everything to gain and nothing to lose by a continued liberaliza- 
tion of our foreign trade program. Restriction on imports would 
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not solve the problems that exist for the domestic industry, which has 
much too high an overhead burden. 

Restrictions would only offer relief to an industry that has shown 
it actually needs no relief. It would raise costs in the economy at 
times when costs must be maintained or lowered, and it would seriously 
weaken our vital international alliances. For these reasons, the asso- 
ciation that I represent urges that this committee take firm action to 
continue to improve the reciprocal trade program; and that it take 
no action to interfere in any way with the normal commercial impor- 
tations such as they exist today. 

Thank you, Mr. Chairman. 

Mr. Foranp. Mr. Eberharter. 

Mr. Esernarter. That was a very fine statement. 

Mr. Foranp. Mr. Mason. 

Mr. Mason. Mr. Guggenheim, your association is interested in and 
active in imports? 

Mr. GuccENHEIM. Yes, sir. 

Mr. Mason. You have listened to the testimony here pro and con for 
this extension. Would you not say that probably whether it is pro 
or whether it is con it all depends on whose ox is gored. Would 
you not have to confess that that is the attitude of practically every 
single person that testifies ? 

Mr. Guecennetm. Not quite, sir. I think there are quite a few 
public organizations who are on the side of imports and free trade. 

Mr. Mason. And there are public organizations that are on the 
other side, too. 

Mr. Guecenuerm. I think you will find more of them on the free- 
trade side. 

Mr. Mason. And perhaps it is because more of their members are 
profiting by free trade than the other members. 

Mr. GuecenHemM. Well, I don’t think I agree with you. 

Mr. Mason. All right. That isall, Mr. Chairman. 

Mr. Guecenuetm. That certainly isn’t true of the League of Women 
Voters. 

Mr. Mason. Oh, the League of Women Voters. What do they know 
about these things? 

Mr. Guecennem. They are the consumer, sir. 

Mr. Esernarter. Mr. Chairman. 

Mr. Foranp. Mr. Eberharter. 

Mr. Exsernarter. I think you answered what I was going to ask. 
You think the consumer is interested in this question. 

Mr. Guecennerm. I think so, sir. 

Mr, Exsernarter. Would not high tariff walls affect practically 
every consumer of goods in the United States? 

Mr. Guccennerm. I have always felt that a high tariff is a very 
expensive subsidy. 

Mr. Esernarter. That is exactly what I think. But I want to em- 
phasize this point, Mr. Guggenheim, that there has been a tremendous 
amount of testimony before this committee and nearly all of it refers 
to business and corporations, exporters and importers, and producers; 
but very few witnesses testified as to the effect on the consumer of 
these high tariff walls. I would like to have a little bit in mind the 
effect on the consumer of the country, because I think it is very im- 
portant. Thank you, Mr. Guggenheim. 
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Mr. Kroeu. Mr. Chairman, I would like to remind my colleague. 
I am sure he is conscious of it. We had the testimony from the 
merchant from Iowa, representing the National Retail Merchants 

ou 
ti Exveruarter. That is correct. 

Mr. Krocu. Who pointed out the interest of that group in filling 
the shelves of their department and specialty stores with the best 
obtainable anywhere. 

Mr. Exsernarter. That is true. 

Mr. Mason. Mr. Chairman. 

Mr. Foranp. Mr. Mason. 

Mr. Mason. May I call the attention of the committee to the fact 
that there is no class of people called the consumer? The consumer is 
the worker, he is the farmer, he is the American Legion man, he is 
everybody, and so when you try to say here is a group that is the con- 
sumers, you are misrepresenting the thing. He is the workman in the 
factory. He is the farmer out in the fields. He is everything. So the 
consumer takes in everybody. And so you can’t say the consumer as a 
class must be looked after. 

Mr. Foranp. Thank you, Mr. Guggenheim, for your appearance and 
the information given the committee. 

The next witness is Mr. R. S. Lynch. Is Mr. Lynch present? 

Mr. Davis. Mr. Chairman, Chairman Mills very kindly granted me 
the privilege to present to the committee—— 

Mr. Foranp. We are delighted to have our distinguished colleague 
before us 

Mr. Davis. Mr. Robert S. Lynch of Atlanta, Ga., who is one of our 
outstanding citizens there. He is a native of Pennsylvania. He was 
born near Pittsburgh, where his father and his grandfather were 
ironworkers in the steel mill, and Mr. Lynch went to work as an open- 
hearth laborer in the steel mill there. He later moved to Canton, 
Ohio, where he worked on blast furnace operations, and his ad- 
vancements were to the position of assistant superintendent, superin- 
tendent, and general superintendent of operations of the alloy and 
stainless steel division of the Republic Steel Corp. plant in Massillon, 
Ohio. He attended Ohio State University and came south to Atlanta 
in 1934 as general superintendent of the Atlantic Steel Co. In 1946 
he was made vice president. In January of 1947 he was elected presi- 
dent and in December 1956 chairman of the board and chief executive 
officer, which position he now holds. 

He is a director of Atlantic Steel Co., the American Iron & Steel 
Institute, the Atlanta Freight Bureau, the Atlanta Chapter of the 
American Red Cross and the Atlanta YMCA. He is a member of the 
advisory council for science and engineering of the University of 
Notre Dame and has served as a State and city chairman of numerous 
civic organizations in Atlanta. 

He not only is one of our outstanding business and civic leaders, 
but he is a Christian gentleman. He was honored in 1956 with the 
papal medal from Bishop Hyland. The medal given by Pope Pius 
XIT is for outstanding work for the church and the Holy Father. 

It is a great privilege for me to present Mr. Lynch to this honorable 
committee. 

Mr. Foranp. We are glad to have you, Judge Davis. 

Mr. Lynch. 
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Mr. Esernarter. Mr. Chairman. 

Mr. Foranp. Mr. Eberharter. 

Mr. Esernarter. I am very pleased that our colleague, Mr. Davis, 
introduced Mr. Lynch to the committee. I am also particularly 
pleased that Mr. Lynch was born in my territory in Pittsburgh, Pa. 

Mr. Lyncu. Thank you. : 

Mr. Exsernarrer. And also to know that he was employed in the 
open-hearth furnaces. Many of those people I know personally from 
many years ago when they had big open-hearth furnaces there in the 
Pittsburgh area, and I certainly will listen with all sympathy to your 
remarks. I don’t know which side you are going to take on this 
question, but I will certainly listen with sympathy to it. 

Mr. Mason. Mr. Chairman, I want to add my 2 cents’ worth to this: 
Before us is a northerner who went south and made good. I am 
thinking myself that maybe I better go south. 

Mr. Davis. We hope you will. 

Mr. Foranp. You are recognized, Mr. Lynch. 


STATEMENT OF ROBERT S. LYNCH, CHAIRMAN OF THE BOARD OF 
ATLANTIC STEEL CO., ATLANTA, GA., AND A DIRECTOR OF THE 
AMERICAN IRON & STEEL INSTITUTE 


Mr. Lyncu. My name is Robert S. Lynch. I am chairman of the 
board of Atlantic Steel Co. of Atlanta, Ga. We are seriously injured 
by foreign imports. Our stockholders are suffering—the company 
having Ei ped its dividend for the first time since the depth of the 
depression. Our employees are suffering—one-third of them havin 
been laid off from work. Our predicament, and that of many in stee 
and other industries, is caused by deliberate action of Congress through 
its trade agreements legislation. Hence, we must look to Congress 
for relief. 

Atlantic Steel makes a variety of small steel and wire products. We 
are comparatively small business. Our plant is located in the heart 
of an area of great growth, served by us since 1901. After World 
War II we analyzed regional prospects for steel and determined that, 
with major improvements, we could compete with American producers. 
So, we recently spent $15 million to modernize our plant and equip- 
ment, reasonably expecting to share in these markets. To our complete 
shock, however, we find ourselves rapidly being closed out of them, 
even though our prices fully meet American competition. They are 
now being taken, consistently and increasingly each year, by foreign 
producers. 

Foreign imports were no major problem to us until about 1954, but 
since then our experience, coupled with knowledge of what imports 
have done to industries striken earlier than we, gives cause for much 
justifiable alarm. The extent isshown by the following examples. In 
1957 our sales of fence were 72 percent below our fence sales in 1953, 
and sales of nails had dropped 30 percent. Our 1957 sales of barbed 
wire were 84 percent below those in 1953, and 1957 sales of reinforcing 
bars were 40 percent below 1953. However, during this period imports 
of these items into our area rose as fast as the speed of our losses. Thus 
in 1957, imports of foreign fence were 966 percent higher than in 1953, 
and imported nails increased by 340 percent. Barbed wire imports 
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were up 412 percent in 1957, and reinforcing bars were 153 percent 
more than 1958. These figures provide an accurate, not theoretical, 
comparison of an actual situation, _—e our actual losses and the 
import figures showing who have benefited directly by our losses. 

hose who urge for free trade will argue that import tonnage of 
certain steels in 1947 was no higher than in 1956 and hence the spiral- 
ling trend has leveled off. Thisis far fromthecase. In 1957, and thus 
far in 1958, the entire American market for steel is down. Our plants 
now operate at only 53 percent of capacity. Sales of domestic steel 
are down tremendously, while steel imports have not diminished. On 
the contrary, many imported items have increased substantially despite 
reduced American demand for steel. 

Atlantic Steel is not the only steel company in the foreign — 
vise. In fact almost the only companies free from it are those whose 
markets have not yet been reached by the foreign producers, or because 
they make items which are not yet being sent over here in large quanti- 
ties. But their time will come, too. Unless this trend of steel imports 
is sharply turned by Congress, it is only a matter of time before every 
American producer, regardless of where located, will suffer. The 

roblem becomes more acute, and more permanent, each year. By pay- 
ing their labor only 10 to 25 percent as much as we pay ours, and with 
lowercost raw materials, foreign producers make — steel at a 
fraction of our cost. Because of much lower costs they can always 
have lower prices. And, since the lowest price gets the order for simi- 
lar steel, foreign competitors are sure to take the American markets, 
as long as they are permitted to do so. The situation deserves your 
close attention. 

Let us see how it is developing. Serious injury from steel imports 
was first felt in the Southeastern States. The foreign producers have 
been both intelligent and subtle in their approach, and in timing their 
entry into American markets. They have moved into carefully chosen 
areas, so as to create the least awareness and reaction from the steel 
industry. But wherever they have come, they have taken what they 
wanted. From the South Atlantic ports, foreign steel has spread 
until it is now a serious and growing problem in the areas served b 
the gulf ports, the North Atlantic ports, and those up the Mississippi, 
coming in through the gulf. Also, imports of steel are up 88 percent 
in 4 years on the west coast. The problem will soon be nationwide, 

articularly when the St. Lawrence Seaway is open. Then Pitts- 
urgh, Cleveland, Chicago, Detroit, and other industrial centers af- 
fected by the seaway will feel what others of us feel now. 

Not only will this problem cover the entire Nation, but it will also 
cover most of the products in most segments of the industry. In 
these first years, the foreign producers have used their vast cost ad- 
vantage to send smaller steel products. The speed of growth and 
the trend are clearly shown by the percentages as to specific products 
referred to above. However, they are now increasing their ship- 
ments of large items such as shapes, plates, pipe, et cetera. And by 
underpricing, they will take those markets, too. Thus, in 1957 the 
amount of plate imported was about 1,200 percent higher than in 
1954; structural shapes were up 58 percent; pilings up 1,600 percent; 
and pipe and tubing were up 255 percent in 1957 as compared with 
imports in 1954. True, these imports do not yet amount to a vast 
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part of the whole market for these large items, but the trend as to 
them is following the pattern of the smaller items. 

It is not a question of if but when. Since a mill to make large 
items costs many times more than a mill for small items, limitation 
of capital has chiefly limited the scope and speed of imports of large 
steel items. However, the immense profits from sales of small items 
over here, when coupled with their government subsidies and with 
little or no income tax, will provide the foreign producers the capital 
for the large items. Before long, major phases of the steel industry, 
just as a growing number of ‘other important industries, will be 
fighting for survival. 

In considering the motivation of these imports, note that many 
imported items do not come by chance, nor are they standard products 
distributed in the course of normal business. They have been de- 
signed and manufactured solely in order that they can enter and 
take our markets. For an example, in our industry, barbed wire is 
an item scarcely used outside the United States—but foreign pro- 
ducers have recently begun to make it and send it here in growing 
quantities, so that ‘about two-thirds of the American barbed wire 
market is already in their hands. Foreign competitors treat many 
items in many industries similarly. 

The general trend is bound to deter further expansion of Ameri- 
can steel capacity. The immense capital for new capacity cannot be 
justified without 10- to 20-year prospects of good demand and fair 
prices for domestic steel. Though the long-range outlook for Ameri- 
‘an steel needs is bright, confidence in prices is lacking—largely be- 
cause of import trends. Free trade proponents will argue that ex- 
pansion is continuing, based on the fact that the industry has plans 
to spend $1 billion this year. Do not be misled. The expansion in 
1957 was almost twice this amount, and most of 1958 spending will 
be for repairs and replacements—little for new plant. Unless Con- 
gress turns the tide, there will be little more domestic expansion, and 
much of the steel for our future industrial growth will come from 
foreign sources. 

Others will argue that Congress should not yet concern itself with 
imported steel (1) because some large mills have made good profits 
in recent years, and (2) because our export tonnage is still much 
greater than import tonnage. They will provide statistics showi ing 
many man-hours of work and much dollar-volume of income which 
come to us from steel exports, concluding that by limiting imports 
in order to fairly protect domestic industries, the direct result will 
be to lay off the workers who produce exports and to cut off our in- 
come. Such arguments ignore the real point. It is of much national 
importance that our steel mills prosper, because when they cease to 
do so they will either retrench or liquidate. Or, maybe the mills 
will be moved overseas where the great profits are virtually assured 
them. 

It is also of much national importance that we always have a siz- 
able surplus of exported steel over imports. Our steel industry must 
at all times be unequally strong, and to be so the United States must 
be the steel suppliers for as much of the world as possible. The more 
of the world which needs our steel, the stronger our mills and our 
Nation will be. 
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In this connection, let us realize that our steel exports are large 
now only because overseas buyers today have no choice other than 
to buy various items from us at prices determined largely by our 
high wages. And let us also face the certain fact that the minute 
that foreign mills can supply the items which we now export, Amer- 
ican industry will lose these overseas buyers and will cease to export, 
because the foreign prices are sure to be much lower than ours. The 
more mills we help build for overseas competitors, the sooner we will 
be out of the export business. Stated simply, our exports will be large 
only so long as we are the necessary source of purchase. 

tatistics often are misleading, and all of them submitted to you 
must be well sifted before being used to support legislation as impor- 
tant as that here considered. I learned long ago that a skilled sta- 
tistician can often clearly prove either side of any question. 

In the highly complicated matter of foreign imports, you cannot 
sustain a general proposal to give away certain American industries 
to foreign competitors purely on the basis of some general statistics 
which theoretically indicate that certain other American industries 
are currently prospering from exports. Remember that America 
must export in order to continue upward growth. But, to export, our 
businesses must excel in newness and quality of products because we 
cannot generally compete in price. However, to have newness and 
quality of products we must have constant research, and constant re- 
search cannot be carried on by dying businesses. 

Some will argue that Congress should not yet worry about steel 
imports because only part of the total industry is now seriously dam- 
aged, indicating that you should do nothing until mammoth injury 
to the vitals of the industry is proved. This is a complete and serious 
fallacy. If currentness of vital injury determines Conignnes's inter- 
est in the import problems of basic industries, this Nation is in for 
real trouble. None of us should for a moment forget our situation at 
the start of World War II, caused by our failure to have kept strong 
certain industries which were basic to military strength—aluminum, 
magnesium, synthetic rubber, chemicals, explosives, optical goods, 
drugs, and many others. ‘Those who were then our enemies took full 
advantage of our glaring lack of vigilance and, in one way and an- 
other, saw to it that many of these industries were kept inadequate 
for our needed wartime use. On that occasion, our weakness was 
brought about by the economic maneuverings of enemies—and we 
were highly blamable. But how much more blamable are we today 
when the jeopardy to our capacity to produce steel, chemicals, tex- 
tiles, oil, and so forth, is of our making—and caused largely by the 
considered actions of our own Congress. We might do well to look 
realistically at what has been happening to our strength for fighting 
World War IIT, hot or cold. 

Congress determined, soon after World War II, that it was ex- 
tremely important to keep the so-called free world strong. And, to do 
this it placed major emphasis on our helping to build the industrial 
capacities of various foreign countries. As the first step, Congress 
provided the money (usually as gifts, though often called loans) to 
build new plants for them. Our experts were sent to establish their op- 
erations and give them our know-how. Many of us were encouraged to 
invite them over here and to open wide our plants in order that they 
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could further learn our operating techniques. Finally, to assure their 
success, Congress empowered the President, through his executive de- 
partments, to make binding contracts whereby the foreign producers 
could take American markets at the full expense of our producers. In 
practice, the President permits the State Department, as an arm of 
our foreign policy, to reduce tariffs and thereby to give away and 
destroy our businesses in exchange for political concessions. 

Congress thereby declared, in effect, that industries so drafted were 
expendable. Hence, if country A says it would like us better if it had 
a large textile industry, the Department can arrange to provide one. 
It can help provide new mills, staff them in key positions, and then by 
tariff relief assure them American markets. As a result, down goes 
the American textile industry. Or, if country B says it will be our 
friend provided it can ship us 100,000 barrels of oil a day, the State 
Department can, by easing import restrictions, greatly sturb pro- 
ducers in Texas and Dilobouns, whose prices must reflect that the 
may have as great drilling expenses for a 40-barrel-a-day well as is 
had for 10,000-barrel-a-day well in country B. On along the line, the 
State Department, following its own instinct and whims, can use hop, 
skip, wat jump tactics to cripple and kill any of our industries it 
feels like. 

Thus, Congress empowers the President to reduce almost any indus- 
try, selected for the ax by the State Department, to whatever level 
foreign governmental pressures might convince the Department. 
Many businesses have already been sacrificed. Textiles, oil, small 
steel, and many others today feel the boot on their necks, and more 
will soon feel it. Certain industries, because of their immensity or 
intricacy or for other reasons, have thus far been immune, but the 
immune list shrinks each year as more foreign producers become able 
to compete with more of us. This entire situation is literally unbe- 
lievable. It is as though we were holding a gun at our own head with 
one hand and digging our grave with the other. 

Congress may have felt that procedures, whereby import sufferers 
may seek relief from the Tariff Commission, could and would protect 
American industries from extreme hardships. However, the poor 
results of nearly all who have sought the Commission have destroyed 
confidence in it as a worthwhile source of relief. Those who seek its 
escape clause and peril point shelter find none, and, further, they are 
unduly delayed many months by the slowness in receiving decisions. 
The Commission lost its chance to be materially effective when Con- 

ess authorized the President to override Commission decisions and let 

is departments alone decide whether to back up or turn down an in- 
dustry in a tariff fight for survival. In practice, the State Department 
finds it much easier to make international friends by acceding to tariff 
requests from foreign nations. It operates on the theory that the more 
of their requests accepted, the more friends we make. And, the more 
friends so made, the stronger our Nation. Speaking frankly, this 
right and use of Presidential veto has reduced the real value of the 
Commission to about the same practical extent that the right of veto 
by the Russians has reduced the real value of the United Nations. 

Undoubtedly, Congress, the President, and the State Department 
are most sincere in their belief (1) that it is to our major interest to 
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keep friendly nations strong, and (2) that it is all right to sacrifice and 
destroy our domestic industries to do so. To me, such beliefs show a 
very clear-cut failure to put first things first. I believe that the first 
thing of importance to the United States is the strength of the United 
States itself—and the strength of any other nations must be definitely 
second. It is both unrealistic and foolhardy for us to place first (or 
even major) military reliance on industrial capacities located over- 
seas, regardless of whether they are owned or operated by foreigners or 
Americans. And, it is equally foolish to dilute our own prime 
strengths by nourishing those of others to such extent that we jeopard- 
ize our own. In considering this point, let us face one fact very 
honestly. Our Government has never been really expert or really 
accomplished in the field of foreign relations, and we consistently come 
out second. But we are the world’s greatest expert at being indus- 
trially strong. Is it wise to place our chief hope for national survival 
on our talent at the international conference table where we have 
always been weak? Is it not wiser to devote our principal attention 
to those fields where we have always been strong and which, if 
ge ae developed, can assure our continued existence? 

othing in the world today is more significant to the United States 
than the threat of communism. So let us not be at all mistaken about 
them. The Communists are total realists, and by instinct they face 
facts. They understand people and they understand history. They 
know the vital value of staying nationally strong and alert. They 
know what they want and are dedicated in their effort to get it. They 
gobble up all who are weak or not wise enough to maintain their 
strength. 

Furthermore, the Communists understand Americans very well. 
History shows them how on three separate occasions (before World 
War I, before World War II, and since World War II) we have 
casually permitted ourselves to fall into secondary position in military 
strength. They can see how little real wisdom we have acquired as a 
result of three bitter wars, and they can see the lack of down-to-earth 
realism that still directs our foreign policy. 

So, the Communists plot our downfall intelligently. They kee 
themselves strong, and simultaneously weaken us however an 
wherever they can, trying to bleed us white by encouraging every pos- 
sible country to put endless pressures on us for economic and mili- 
tary aid. It is obvious to them that even we cannot keep 11% billion 
of the world’s people materially strong and prosperous without 
bankrupting ourselves. Let us be sensible enough to face the fact that 
if all of our great resources were divided equally among all the people 
of the free world, this would not improve or sustain them long—but, 
it would have destroyed us in the process. 

Congress must give first, second, and third consideration to keeping 
this Nation unequally strong for war, relying as far as possible on 
militarily useful facilities within our own borders. But to keep us 
strong a first step is to make absolutely certain that our basic military 
industries (of which steel is the most basic) are kept strong. On this 
point, all of us should be impressed by the fact that in the last 5 years 
American steel production has not increased—but during that same 
period foreign production has increased by nearly 50 percent. In 
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1953 we provided more than 44 percent of the world’s total production, 
but in 1957 we provided only 34 percent—and the trend is steadily 
downward. There is more than statistical significance to these 
figures. Our world position in steel is slipping. 

There is one point in this problem of the affect of foreign import that 

articularly disturbs me. This is the fact that Congress enables the 
Btate Department to select and destroy an individual industry without 
compensation, solely in order to benefit our national foreign policy. 
It is grossly unfair for any private industry to be forced in such a 
manner to be sacrificed for the common good. If the State Depart- 
ment determines that friendship with a particular country must be 
gained by having us import certain goods on terms quite harmful to 
a particular domestic industry or business, then the Department 
should have no right to confiscate such industry or business without 
pay. The situation is precisely similar to situations involving emi- 
nent domain, whereunder if the Government takes a person’s property 
for the common good, such person is compensated fairly from the 
Government Treasury. There is no difference whatever in principle 
between an agency of the Government taking private property for a 
Federal building by eminent domain and an agency of the Govern- 
ment taking private property for our foreign policy by tariff manipu- 
lation. In each instance, the entire Nation receives benefit—hence, in 
each instance the Government Treasury should provide fair 
compensation. 

Such an arrangement would also have a very useful value in that 
it would inject the element of practical realism into these activities 
of the State Department. The State Department would have to bud- 
get itself and consider the specific dollar price of each of such pur- 
chases of international friendship—a situation that does not today 
prevail. I ask your careful consideration of the merit and justice of 
this suggestion. 

In looking to the future, American businesses ought to be told if 
Congress’ definite policy is for foreign productive capacity and em- 
ployment to be increased (even though it causes a drop in domestic 
production and employment). If this is to be a long-range policy, 
some of us in steel and other industries wish to know in order that we 
can carefully consider the possible advantages of transferring our 
money, machinery, and know-how from this country overseas to build 
new industries there. In fact, many major American concerns have 
already done so, and the number is growing rapidly. Using low-cost 
labor, these firms are making their products overseas and then ship 
them back into the domestic market at prices well below domestic 
competition. As examples, American firms now make cars overseas 
and ship them here to take the markets of homemade cars. American 
oil companies are producing foreign oil and sending it to American 
markets, while allowables are being cut drastically in Texas and 
Oklahoma. 

The same situation is true of textiles, farm equipment, electrical 
appliances, and on down the line—duplicated many times in many 
industries. Let me cite a single example, purely to give an idea of the 
general scope and direction of this situation. One European country, 
about half the size of the State of West Virginia, is now widely cir- 
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cularizing American firms—and has communicated directly with us— 
to set up a busines there. It lists over 70 American companies which 
have established operations in the country in the past 10 years, stating 
that 16 American companies came in 1957 alone. Think what this 
means worldwide. These overseas efforts are bringing the partici- 
pating American firms great profits, and are providing employment 
for countless thousands of foreign workers. The profits are so attrac- 
tive that many such firms have changed their former philosophy and 
are now strong free trade advocates. Their ccanalt views, which 
are directly related to their pocketbooks, are probably shown clearly 
by their testimony before your committee. 

We do not wish to state major problems without suggesting realms 
for solution. If Congress agrees that the situation deserves relief, 
we first suggest that the Tariff Commission be given the teeth neces- 
sary to be useful in backing up qualified American producers who are 
suffering from undue foreign imports. Its decisions must be given 
finality. And, quicker decisions, especially in peril-point cases, must 
be required. We suggest further that a system of quotas be estab- 
lished and made known, setting and limiting under definite formulas 
the annual volume of particular imported products. 

If our businesses know which and how much goods foreign pro- 
ducers can bring into this country and over how long a period, both 
they and the foreign producers can plan in accordance. Present in- 
definiteness is not helpful to either side. Finally, we suggest that a 
just system be establishd, whereby the State Department may no 
longer by import manipulation destroy or cripple, without fair com- 
pensation, a particular American industry or business for the common 
good. 

The nature and scope of the future American steel industry is 
largely up to Congress—because Congress can control imports through 
its control of tariffs. It can neither sidestep nor shirk its position— 
one which is of its own creation. Until Congress makes up its mind 
as to tariffs and then fixes the results of its decision for a reasonable 
number of years, American steel producers can chart no intelligent 
course for their future. 

And, let us note very carefully that today about 5 million Americans 
are out of work, and our economists and newspapers talk much of 
long-range recession and depression. Remember, we are deliberately 
building up the productive capacity of the rest of the world, primarily 
to let them share the American market, and we are employing their 
workers in great numbers while at the same time our own go idle and 
our businesmen become grim as to both present and future. Gentle- 
men, this approach will not keep America strong—it may not keep it 
alive. 

Thank you very much, gentlemen. 

Mr. Mason. Mr. Chairman. 

Mr. Foranp. Mr. Mason will inquire. 

Mr. Mason. Mr. Lynch, you talked my language. You say on the 
top of page 7 that the predicament facing your industry and others is 
brought about and I quote, “By the considered action of our own 
Congress.” 

I differ with you on that. I think it is brought about by the ill- 
considered action of our own Congress. I think that would make your 
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statement much more pertinent and pointed. Of course, maybe you 
would not like to say that to us, but in my opinion that is the truth. 

Now you also said that two-thirds of the barbed wire market of 
America has been captured by imports. 

Mr. Lyneu. Yes, sir. 

Mr. Mason. The birthplace of the barbed wire of America is 
Sycamore, Ill., in my district. That is where it was first started and 
that is where they got the patent, and they produce it yet. 

Mr. Lyncu. That is correct. 

Mr. Mason. So that statement rather made me perk up my ears. 
When two-thirds of the barbed wire market of America is captured by 
imports, it is time for us to do something. And I can say this, that 80 
percent of the jeweled watch market of America has been captured by 
imports in the last 20 years since this reciprocal trade agreement has 
been in effect; 80 percent of our market has been captured by imports. 

That is all, Mr. Chairman. 

Mr. Foranp. Mr. Eberharter, will you inquire? 

Mr. Lyncu. May I say one word, iauassanen, if I may? 

Mr. Foranp. Mr. Eberharter will inquire. 

Mr. Lyncu. I amsorry, Mr. Eberharter. 

Mr. Epernarter. Mr. Lynch, when the United States economy 
imports articles from abroad it pays for them in United States dollars. 
Do you agree with that ? 

Mr. Lyneu. Yes, sir. 

Mr. Exsernarter. What becomes of those dollars? 

Mr. Lyncu. These imports. They go back to support and sustain. 

Mr. Esernarter. How is that? 

Mr. Lyncu. You mean the American dollars ? 

Mr. EseruartTer. The United States economy pays for its imports. 

Mr. Lyncu. Yes, sir. 

Mr. EseruHarter. What happens to those dollars? 

Mr. Lyncu. Why, they go back through the importer to the country 
from which they came aa support that country’s economy. 

Mr. Exernarter. Support the economy of the countries to which the 
United States dollars go? 

Mr. Lyncu. That is correct. 

Mr. Exseruarter. That helps their economy. 

Mr. Lyncu. Very definitely, sir. 

Mr. Epernarter. Helps their economy ? 

Mr. Lyneu. Yes, sir. 

Mr. Esernarter. And enables them to purchase more from other 
countries including the United States? 

Mr. Lynceu. I believe that is right. 

Mr. Esernarter. Mr. Lynch, what is the capacity of the Atlantic 
Steel Co. at the present time? What is their operating capacity ? 

Mr. Lyncu. Right now it is operating at less than 40 percent. Our 
capacity is 400 tons of ingots per year, sir. 

r. EperHARTER. And youare operating at 40 percent ? 

Mr. Lyncu. Less than 40 percent. 

Mr. Esernarter. Less than 40 percent. 

Mr. Lyneu. Yes, sir. 
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Mr. Exsernarrer. And still you are competing with other United 
States industries particularly those of Pittsburgh, Pa., my hometown ? 

Mr. Lyncu. Well, we are competing with United States Steel, TCI 
division out of Birmingham, Ala., and Republic’s Gadsden plant, 
Gadsden, Ala. They are both in our backyard. We compete with 
them qualitywise, pricewise, servicewise, and we stay in business. 
We had to skip a dividend, as I mentioned in my statement, but we will 
still stay in business. But we are competing with those people on a 
set of values in which we can compete, labor rates, freight rates, raw- 
material costs, utilities, tools, and supplies and services. 

Mr. Esernarrer. That is very fine. 

Mr. Lyncu. We stay in business. 

Mr. Exernarrer. That is very fine. I am glad to hear the South 
doing fine in the steel industry. I hope they do not take the busi- 
ness away from Pittsburgh, though. 

Mr. Lyncu. I must say that we will do the best job we can to take 
it away from Pittsburgh. 

Mr. Esrruarrer. We welcome competition. Thank you very 
much. 

Mr. Foranp, Thank you, Mr. Lynch, for your appearance. 

(The following letters were submitted to the committee :) 


INTERNATIONAL ASSOCIATION OF MACHINISTS, 
Lopce No. 1396, 
Branford, Conn., February 21, 1958. 


Subject: Reciprocal Trade Agreement Act of 1934. 


Hon. WiLBur D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

DeaAR Mr. Mitts: We are the bargaining agent for the production and mainte- 
nance employees of the Atlantic Wire Co., Branford, Conn. This company pro- 
duces steel wire for many different industries in the New England and New 
York areas. Some of our customers buy wire in small sizes on which a great 
deal of labor is employed due to the many processes through which this material 
must pass. Typical example: Wire for common pins, safety pins, upholstery 
nails and tacks. 

Our company has lost business because it is possible for many of its cus- 
tomers to import wire from foreign countries at lower prices. This is due 
primarily to the low labor rates which prevail in foreign countries and the 
more labor going into a product, the greater the advantage foreign competi- 
tion has. 

We understand the administration desires to renew the Reciprocal Trade 
Agreement Act in its present form, permitting the duty on wire and other prod- 
ucts to be reduced still further. We feel we now have inadequate protection 
against low priced foreign goods produced at low labor rates on equipment 
which in many instances has been financed by American taxpayers’ money. 

We feel the Reciprocal Trade Agreement Act should not be extended in its 
present form and that effective protection should be given to American labor 
and American business. 

Your favorable consideration to our problem will be greatly appreciated. 


Sincerely yours, 
Ausry 8. WATYMOND, 


President. 
JOHN MARCHOTTO, 
Vice President. 


Jerry GIORDANO, 
Recording Secretary. 


AUSTIN GUILLERMETTE, 
Chief Steward. 
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HovuseE OF REPRESENTATIVES, 
STATE OF ARIZONA, 
March 4, 1958. 
Re H. R. 10085, 10087, et al. 
Hon, WILBUR D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D. CO. 

DEAR CHAIRMAN MILts: At the present time your committee is holding hear- 
ings on the extension of the administration’s Reciprocal Trade Agreements 
Act. I request that this letter be introduced into those hearings and made part 
of the House Journal. 

In the State of Arizona there are over 1% million people. One of our basic 
industries is copper mining. We produce over 46 percent of the Nation’s total 
domestic copper here in Arizona. Last year because of the lack of a 30-cent per 
pound peril point our economy suffered a loss of $129 million. In the Globe 
Miami district we produce some 17 percent of our State’s copper and about 8 
percent of the Nation’s copper. Our loss here for that year was over $21 
million in gross income. 

Recently, one of our major companies was forced to reduce its personnel by 
some 390 people. The resultant loss in 30 days will be over $40,000 to the 
local economy, per week; $160,000 per month; or $2 million per year. No 
administration prediction of an “upswing” can affect any of the 390 people’s 
loss of income or the loss of income to the area. 

We urge you most strongly to remember that there are 16 Western States 
whose domestic economy needs protection from foreign importations. These 
industries are: Lead, zinc, lumber, asbestos, copper, wool, and many others. 
Likewise, we here in the West are as good customers as any of our South Ameri- 
can or European cousins, and most of all we are United States taxpaying 
citizens. 

We therefore, urge you to take the above facts into consideration, and to 
speedily pass the above noted legislation, which will afford us relief in our 
local situation. 

I remain, 

Sincerely yours, 
CuarLes A. (BERT) HORNE. 


STATEMENT OF THOMAS D. CABOT, PRESIDENT, GODFREY L. CABOT, 
INC., ON BEHALF OF THE RESEARCH AND POLICY COMMITTEE 
OF THE COMMITTEE FOR ECONOMIC DEVELOPMENT 


Mr. Casor. Mr. Chairman and members of the committee, I am 
Thomas D. Cabot, president of the Godfrey L. Cabot, Inc. 

I appeared before the Subcommittee on Foreign Trade Policy of 
this committee last December to present the effect of the United States 
tariff and trade policy on my own company. 

Today I appear on behalf of the CED, that is, the Committee for 
Economic Development, being a member of its board of trustees and 
its research and policy committee. 

I also serve as chairman of its subcommittee on international eco- 
nomic policy. 

My testimony today is based on a statement, United States Tariff 
Policies, which was adopted to CED’s research and policy com- 
mittee in November of 1954, after a long study. 

I have prepared a brief, that consists of 32 pages, summarizing 
that statement and reviewing its recommendations in the light of 
more recent events, notably the Western European Common Mar- 
ket, the Soviet economic offensive and the recession in the United 
States. 
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With your permission, sir, I would like to enter this brief into the 
record and present now merely an oral digest of that brief. 

Mr. Foranp. Without objection, it will be included in the record 
at this point. 

(The information referred to follows :) 


UNITED States ForeEIGN TRADE PoLticy—A STATEMENT oF THoMaAS D. Casor, 
‘CHAIRMAN, SUBCOMMITTEE ON INTERNATIONAL ECONOMIC POLICY OF THE RE- 
SEARCH AND PoLicy COMMITTEE, COMMITTEE FOR ECONOMIC DEVELOPMENT * 


It is in the national interest of the United States to reduce our tariffs and 
other barriers to foreign trade on a gradual and selective basis. This was 
the conclusion of the Research and Policy Committee of CED in 1954 after 
extensive study. This conclusion and the reasons for it were published in a state- 
ment entitled “United States Tariff Policy.” 

As chairman of CED’s Subcommittee on International Economic Policy, I 
have reviewed the 1954 statement in the light of current conditions with par- 
ticular emphasis on the Soviet economic offensive, the evolving Common Market 
in Western Europe and the recession in the United States. What follows sum- 
marizes the 1954 statement and brings it up to date with respect to these 
developments. 

My review has reinforced the previous recommendations. There are even 
more compelling reasons than existed 3 years ago for a reduction of United States 
barriers to trade. These are, of course, the Soviet economic offensive and the 
Common Market and their potential effects upon the security of the United 
States. 

In 1954 the Committee stated that the lowering of tariffs and other barriers 
to foreign trade were good for us both politically and economically. It also 
concluded that our trade policy is not only a mechanism for increasing United 
States exports but is an integral and important part of foreign policy. Accord- 
ingly we recommended— 

1. That we continue to reduce our barriers to trade, including our tariffs. 

2. That we continue to make such reductions on a gradual and selective 
basis. 

8. That we recognize that tariff stability is as important as tariff re- 
duction. 

4. That the President’s trade agreements authority be extended for at 
least five years with consideration given to extension for a longer period. 

5. That the President be authorized to (@) reduce a rate of duty by not 
more than 5 percent per year for the period of the extension of the Trade 
Agreements Act, (0) reduce over a period of years to 50 percent ad valorem, 
or its equivalent, any tariff that exceeds that level. 

6. That the President be authorized to exchange tariff reductions for 
other kinds of benefits to the United States than tariff reductions aboard. 

7. That the President be free to set aside Tariff Commission recommenda- 
tions when he finds the national interest requires it. 

8. That the administration of the Anti-Dumping Act be speeded up. 

9. That the peril point and escape clause procedures be amended in two 
ways: 

(a) It should be made clear that the purpose of these provisions is 
to prevent serious hardship rather than merely to prevent reduction of 
domestic output by imports. 

(b) The withholding of a tariff rate reduction under the peril-point 
provision, or its withdrawal under escape clause proceedings should 
be temporary, not permanent. 

10. Our import quotas on price-supported agricultural commodities be 
liberalized and eventually eliminated. This must await a badly needed 
overhaul of our entire domestic agricultural philosophy and programs. We 
also believe that our present methods of disposing of agricultural surpluses 


1The Committee for Economic Development is composed of 150 leading businessmen 
and edueators. Its purneee is to conduct objective economic research, to support and 
promote economic education and to formulate and publish recommendations on major 
economic problems that will contribute to growth and stability in the American economy, 
higher living standards and increasing ioe sient for all Americans, and to strengthening 
the institutions and the concepts essential to progress in a free society. 
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abroad constitute dumping which should be curtailed and eventually elimi- 
nated. So long as our policy continues to generate surpluses, which we hope 
will not be long, they should be used for development assistance as exten- 
sively as possible. 

THE SOVIET ECONOMIC OFFENSIVE 


All America has been aroused within the past year by the Soviet challenge 
in science and technology. What is probably less well known for lack of an 
economic sputnik is the fact that the U. S. 8S. R. and its satellites have hurled an 
equal challenge in the economic arena. 

In November 1957 Nikita Khrushchev was quoted as saying: 

“We declare war upon you—excuse me for using an expression—in the peaceful 
field of trade. 

“We declare a war. We will win over the United States. The threat to the 
United States is not the ICBM, but in the field of peaceful production. We 
are relentless in this and it will prove the superiority of our system.” 

As far as foreign trade is concerned, this is no idle boast. Soviet bloc-free 
world trade increased 77 percent from 1952 to 1956. In 1956 the bloc accounted 
for over 10 percent of the total trade of seven free-world underdeveloped coun- 
tries. Over 20 percent of the total trade of Afghanistan, Iceland, Egypt, and 
Yugoslavia was with bloc countries; about 17 percent of Turkey’s, 16 percent 
of Burma’s and 12 percent of Iran’s. 

Western Europe and Latin America,’ areas of crucial importance to the 
United States, also figured prominently in Soviet bloc trade in 1956. Sixty- 
eight percent of the bloc’s total external trade in 1956, and 70 percent of the in- 
erease in the bloc’s total foreign trade from 1952 to 1956, occurred with Western 
Europe. Ranking second to Western Europe in the increase in such trade in 
absolute amounts was Latin America which experienced the greatest percentage 
increase—609 percent over the low levels of 1952. In that year total trade be- 
tween the two areas represented 114 percent of Soviet bloc trade with the free 
world and less than 1 percent of the foreign trade of these Latin American coun- 
tries. In 1956, the amounts were 6 percent of Soviet bloc trade with the free 
world and 5 percent of the foreign trade of Latin America. 

Coupled with this trade drive and giving it greater thrust in certain under- 
developed countries has been the extensive Soviet economic and _ technical 
assistance program which got underway in a significant way in 1955. In the 
3 years ending December 31, 1957, the total of Soviet bloc loans with un- 
derdeveloped countries—including $465 million to Yugoslava—aggregated slightly 
under the equivalent of $2 billion. This figure includes military assistance esti- 
mated at $375 million to Egypt, Syria, and Afghanistan. The remaining loans of 
about $1% billion are to finance technical aid to the underdeveloped countries 
and purchases by them of plant and capital goods. 

Ninety-five percent of the established credits have gone to only six countries: 
Yugoslavia, Afghanistan, India, Egypt, Indonesia, and Syria. Looked at another 
way, Soviet bloc assistance to countries of the Middle East and Asia exceeded 
that of the free world in Afghanistan, Burma, Egypt, Indonesia, Nepal, Syria, 
and Yemen. In comparative terms, it was also significant in Ceylon and India. 
The bloc’s assistance to India exceeded that of the United States. Only assist- 
ance to India by the World Bank and the other free world countries tipped the 
balance there against the Soviet bloc. 

The Soviet bloc trade drive has also manifested itself in steadily increasing 
participation in trade and other promotional endeavors, both in Free Europe 
and the underdeveloped areas. In the last 3 years the bloc spent an average 
of about $22 million a year on participation in fairs and expositions in an 
average of about 40 free world countries. The United States, whose manu- 
facturers’ goods are on display commercially in free world countries to a 
much greater extent than bloc goods, spent about $3 million a year in an average 
of about 17 free world markets. 

The Soviet bloc program of development loans and technical assistance is, 
of course, more closely related to our own technical assistance and development 
assistance programs. The Soviet trade offensive underwritten by trade and 
payments agreements and featuring large-scale promotional efforts, should make 


2The semiannual reports of the International Cooperation Administration to the 
Congress under the Mutual Defense Assistance Control Act of 1951, popularly known as 
the Battle Act, cover four Latin American countries—Argentina, Brazil, Cuba, and 
Uruguay. They have accounted for practically all of Latin American-Soviet trade. 
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us aware that United States policy on tariffs and related issues is far from 
being purely, or even primarily, a domestic issue. Indeed, the trade issue is 
rapidly moving to the center of the stage in the contest between the United States 
and the U. 8.8. R. 

The implications of the Soviet economic offensive are obvious. The free 
world has now an alternative to trade with us—trade with the Sino-Soviet 
bloc. Our economic system better serves the interests of other nations if 
our trade policy allows our system to work effectively. To impose crippling 
restrictions on trade is to push our friends and allies increasingly into the 
Soviet orbit. In the light of the Soviet threat it is in the national interest, 
indeed imperative, to move forward aggressively in lowering our barriers to 
the products of our friends and allies. 


THE COMMON MARKET AND THE PROPOSED FREE TRADE AREA IN WESTERN EUROPE 


On March 25, 1957, representatives of six western European nations—Belgium, 
France, West Germany, Italy, Luxembourg, and the Netherlands—affixed 
their signatures to a treaty for the establishment of the European Economic 
Community, better known as the Common Market. It entered into force early 
in 1958. 

Many observers consider the Common Market the most significant event 
in postwar Western Europe. Under the provisions of the treaty, a customs union 
will be formed gradually so that, in from 12 to 15 years, the member countries 
will enjoy free trade among themselves and will have developed a common 
tariff and uniform quotas for imports coming from outside the market. 

The creation of a Western European customs union would be a highly sig- 
nificant development in itself if this were all that were intended. However, 
the intention is much more far-reaching. In addition to providing for the 
eventual free movement of goods and services, provision is similarly made for 
the free movement of capital and labor. Several institutions—a council, a 
commission, an assembly and others—enjoying certain supranational powers, 
are to be set up and charged with the task of making the community work. 

Closely alined with the creation of the Common Market have been develop- 
ments which should lead to the formation of a free trade area in Western 
Europe. This would embrace a much larger area, and by definition include 
the Common Market countries since all members of the Organization for 
European Economie Cooperation (OEEC) would be eligible for membership.* 
Although a larger grouping, the commitments undertaken by the members 
will undoubtedly be considerably less than those of the Common Market 
signatories. 

One important distinction is that while the free trade area involves steady 
reduction and the eventual abolition of tariffs and quotas between members, 
a common, or uniform, tariff and quotas for imports coming from outside the 
area will not be devised. Instead, existing individual national tariffs and 
other trade barriers against nonmembers will be retained. 

In this discussion, I do not intend to deal comprehensively with the host of 
questions that have arisen in connection with these developments. Instead, 
I shall concentrate exclusively upon the aspects of these arrangements relating 
to commercial policy and some of the broad political implications of them. 

Both the free trade area and the Common Market by definition ultimately 
involve 100-percent preferental treatment to the products of members. The 
United States has vigorously supported such efforts in the postwar period. 
Indeed, one of the most important and consistent foreign policy objectives 
of the postwar period has been Western European economic integration. This 
objective has been expressed by the Congress several times. Broadly speak- 
ing, this support stemmed from the belief that a single market with vigorous 
competition would strengthen and unite Western Europe, politically and eco- 
nomically. In the economic sphere, a strengthened Europe would become more 
independent of American aid, a better market for our goods and a more 
attractive area for private investment. Politically, it should prove a more 
powerful and resourceful ally. European union, it has also been felt, would 
tie Western Germany so tightly to its neighbors so as to forestall any possibility 
of a deal with the Soviets. 


8 Members are: Austria, Belgium, Denmark, France, Germany, Greece, Iceland, Ireland, 
Italy, Luxembourg, the Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, and 
the United Kingdom. 








1842 RENEWAL OF TRADE AGREEMENTS ACT 


Customs unions, free trade areas, and economic unions have been given official 
blessing by the signatories to the General Agreement on Tariffs and Trade 
(GATT) for the reason that preference for members arises from the elimination 
of trade barriers between members rather than the raising of trade barriers for 
“outsiders. 

In 1955, United States exports to the common market countries amounted to 
Slightly over $2.1 billion, or about 13% percent of total United States exports. 
Imports from the Common Market countries amounted to slightly under $1.2 
billion, or about 10 percent of total imports. If one adds the dependent overseas 
territories, mainly in colonial Africa, associated with the Common Market, the 
percentages are 14.4 and 11.7, respectively. 

The rest of the OEEC countries, with the United Kingdom predominant in the 
total, account for about 11 percent of our total exports and are the source of 
close to 9.9 percent of total imports. 

Thus, Western Europe buys just under $4 billion worth of our goods, or a 
quarter of our total exports, and sells us about $2% billion worth of goods, or 
slightly over one-fifth of our total imports. 

Western Europe is the world’s great outlet for agricultural exports. In 1956, 
for example, it imported some $12 billion worth of farm products from the rest 
of the world. Of this, the United States supplied about $2 billion, or more than 
any other single country. Shipments to Western Europe account for nearly half 
of United States agricultural exports, the United Kingdom alone taking 10.1 
percent; West Germany, 3.3 percent; and the Netherlands, 6.6 percent. These 
3 countries are among the first 5 foreign country outlets for American agriculture. 

In other broad categories of primary products—agicultural raw materials, ores 
and metals, fuels—the United States is a heavy net exporter, the figure for 1956 
being well over $1 billion. Total United States exports were over $2 billion. 

In the manufactures category the United States is a net importer from 
Europe. Although the United States is a heavy net exporter of machinery and 
transport equipment and a net exporter of chemicals, this is more than counter- 
balanced by Western Europe’s favorable balance in semimanufactures and other 
types of finished goods. 

Existing tariffs on manufactures in both the common market and the free 
trade area are, generally speaking, higher than on any other types of goods. 
As tariffs are reduced and finally eliminated within these areas, United States 
exporters will face a situation where tariffs will apply on their products but 
not to the goods of their counterparts in European industry. 

This cost differential will probably be greater in the Common Market than in 
the free trade area. The free trade area countries will retain their present 
external tariffs so the major threat to United States manufacturers lies in 
products which are manufactured efficiently within the area and will have the 
protection afforded by the various external tariffs, 

In the common market, however, there will ultimately be a common tariff 
which will be based on an averaging of existing tariffs. This means that in the 
averaging process some of the national tariffs on any particular commodity will 
be raised and others lowered. 

There is no way in which the height of a tariff as an index of its restrictive 
effect can be even approximately measured. An identical tariff may be protective 
for one country and not for another. 

In the averaging process, however, it is quite likely that many Benelux tariffs, 
for example, will be transformed from essentially revenue tariffs to essentially 
protective tariffs, while many high tariffs, say of France, even though lowered 
by the averaging process, will remain protective. 

The implications of this to the United States are clear. On many products, 
particularly goods that are produced in Western Europe, American exports may 
suffer for American exporters will be selling over a high tariff wall which their 
European competitors will not have to hurdle. 

This wall can only be scaled down by a liberal and aggressive United States 
commercial policy. This means that the President must have substantial nego- 
tiating authority without crippling escape clauses and peril point amendments. 
It also means that the authority must be exercised. 

The Common Market and the prospective free trade area present an oppor- 
tunity and a challenge to the United States. Two possibilities are open. One 
is that we may enjoy our expansion of mutually beneficial trade with a large 
area of growing economic strength, vitality, and efficiency. The other is that 
we shall find ourselves more and more excluded from an area that is less de- 
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pendent upon us. Which of these possibilities becomes a reality will largely 
depend upon United States policy. The chances of going down the first route, 
of expanding trade, would be greatly enhanced by our own willingness to nego- 
tiate reciprocal reduction of trade barriers. 

If we turn to protectionism, however, not only the economic but also the 
political consequences would be grave. With our national security and survival 
linked so intimately with Western Europe, it would be the height of folly to make 
their access to our market more difficult. Any attempt on the part of the United 
States to raise its barriers to trade would be met with retaliation by a more 
powerful and integrated Western Europe. We are military allies; logic dictates 
that our economic links should be no less strong. 

In my opinion, the rapid moves toward Western European economic integra- 
tion underscores the importance of the GATT and the proposed Organization for 
Trade Cooperation both as a forum and as a factfinding body to consider the 
effects of these arrangements upon nonmembers. Article XXIV of the GATT 
recognizes that closer integration of national economies is a desirable objective 
and that a customs union may serve to facilitate trade between the participants 
while not raising barriers against the trade of others. Accordingly, the agree- 
ment does not prevent the formation of a customs union provided the duties 
and other trade regulations are not higher or more restrictive than those pre- 
viously in force. Parties to a customs union are required to notify the con- 
tracting parties to the GATT who then examine the details of the plan to judge 
whether the agreement is likely to result in a union within a reasonable period 
of time. The parties to a customs union must secure a waiver from the GATT. 
Subsequently, it has to submit periodic reports to the GATT and also to answer 
complaints by other contracting parties. Thus the agreement and its proposed 
administrative arm, the Organization for Trade Cooperation, is the instrument 
not only for the expansion of our international trade but for the safeguarding 
of our legitimate interests. 


The current recession in the United States 


The fact that the United States has been in a period of temporarily declining 
employment, production, and income since last summer is almost wholly irrele- 
vant to questions concerning foreign trade policy. 

Tariff rates must be fixed for long periods of time to permit both domestic 
and foreign firms to plan ahead, make commitments, and maintain durable 
sources of supply and marketing channels. To juggle them up and down with 
temporary shifts in the pace of general business activity would be extremely 
disruptive. 

Monetary and fiscal policy and other domestic policies offer entirely adequate 
means to deal with the recession as it now exists or as it may develop. They can 
be applied in any degree of strength deemed necessary and desirable to bring 
business recovery. Fiscal and monetary measures have the great advantage, 
as instruments of stabilization policy, that they operate in a general fashion 
rather than upon particular products or industries, and thus avoid distortion of 
production and marketing patterns. Moreover, there is no persuasive general 
reason to depart from the assumption that either upward or downward changes 
in tariff rates and other restrictions on international trade would affect imports 
and exports about equally, and hence no presumption that they would affect the 
movement of employment in this country in either direction, even if we were 
willing to use them for that purpose. 

CED’s Research and Policy Committee has stressed that tariff reduction 
should be “selective and gradual” at all times. It might be supposed that the 
reasons would have special force in a period of business contraction. The 
argument would be that, even though tariff reduction may not affect total em- 
ployment, any worker from industries affected by imports would have difficulty 
in finding alternative employment elsewhere, so that transitional costs of ad- 
justment would be especially heavy. This position does not appear valid from 
a national standpoint, however. When, as has been the case of the last few 
months, employment in nearly all commodity producing industries is declining, 
with some of the sharpest contractions in major export industries, an equal 
expansion of imports and exports would mean smaller layoffs in some industries 
than would otherwise occur, and larger in others. It would not add to the total 
number forced into the job market. 

From the immediate economic standpoint, the recession should not affect 
foreign trade policy one Way or another. An additional consideration points 
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to the same conclusion. Foreign countries have been hesitant to tie their 
economies to ours because of fears that we would not maintain a reasonable de- 
gree of economic stability, and that we might even intensify the normal effect of 
a business contraction upon our purchases from them by adopting a more restric- 
tionist trade policy. If we would now confirm their worst fears by using the re- 
cession as an occasion to strengthen barriers to international trade, or to weaken 
long-term trade agreements program, it would be most harmful to our long-term 
international position. 

A statement issued in February 1958,‘ on national policy by the CED’s Re- 
search and Policy Committee had this to say about the relationship between 
our international trade and our economic growth: 

“The only danger international trade presents to growth is the danger that we 
will not sufficiently recognize how important it is for our continued growth. 
We must advance together with all the rest of the world. That means enlarged 
foreign investment on our part, and participation in reducing everywhere 
obstructions to the movement of men, money and goods. This can be looked 
at from a purely practical angle of self-interest. Further participation in 
world trade would result in even wider markets than we now have. After 
all, our population is only 6 percent of the total on the planet, and a large part 
of the world hungers for the good products we can provide. 

“Our gain would be higher production and greater sales of the products we 
can make with the greatest efficiency. At the same time we would benefit from 
less costly sources of supply for the things we either do not produce at all or 
produce less efficiently than others. Our own economic growth would thus be 
fostered and our standard of living bettered. Simultaneously, of course, growth 
would be fostered in the lands with which we traded. That is, great gains, 
sharable all around, would come from a more intensified international specializa- 
tion of labor and wider use of world resources.” 


Why lower tariffs? 
The Research and Policy Committee believes there are two basic reasons for 
lowering tariffs: 
1. It is good for the United States economically. 
2. It is good for the rest of the free world economically, and that is 
good for us politically. 

United States foreign trade, like our internal trade, permits a more economical 
use of our resources by promoting specialization of production. We enjoy 
higher real wage levels and living standards with foreign trade than would 
be possible without it. 

This economic advantage is very clear when we buy abroad things which 
we don’t produce at all at home—coffee, bananas, and tin, for example. To 
provide substitutes for these imports within our own borders would entail a 
most uneconomical use of our resources. 

There is a less obvious, but nonetheless real, economic advantage in our 
foreign trade when we buy abroad things which we do produce in some quantity 
at home—things like pottery, fine wollens and hats. We could if wanted meet 
all our requirements for these imports from home production. But there would 
be a cost which would be reflected in higher prices (and less demand) and lower 
wages—i. e., a less economic use of our resources. And we would lose the 
advantage of selling, to pay for those imported items, goods which we produce 
at home with greater comparative efficiency. 

In general, when an import competes successfully on its own merits in our 
domestic market, foreign trade offers us an economic advantage by promoting 
a more efficient use of our resources. All trading nations benefit in this way 
from a expanding world trade. 

Sometimes the economical use of our resources is less important than other 
considerations. The health of a key defense industry is likely to be the fore- 
most example of a situation where overall economic efficiency becomes of 
secondary importance. The welfare of a particular domestic group might also 
on oceasion be of overriding importance. 

Then there are limitations to the general rule that expanded international 
trade serves the economic advantage of trading nations. For example, if the 
prices of imports are made artifically low for a time by foreign subsidies or 
dumping, the rule does not hold. In some cases temporary protection for 





4 Economic Growth in the United States—Its Past and Future. 
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domestic “infant” industries from foreign competition may result in greater 
efficiency in the long run. 

Tariffs inhibit the growth of American exports. Because our typical indus- 
trial and agricultural exports are the products of some of the most efficient 
producers in the world, other countries are anxious to buy more from us. But 
they are limited by their dollar earnings. Increasing the effective demand for 
United States exports depends upon increasing the supply of dollars abroad. 
The main way of doing this is by increasing United States imports.’ Trade isa 
two-way proposition. While some dollars spent abroad may at times go into 
other countries’ reserves, the vast demand for American products abroad as- 
sures that most dollars spent in other countries will come back here in one way 
or another in the form of increased orders for United States exports. 

Many sectors of American manufacturing and agriculture sell a large part 
of their output abroad. In the 1956-57 crop year over three-quarters of our 
national production of rice was exported; over one-half of our wheat and raw 
cotton and 39 percent of our soybeans. In all, farm products representing 
about 30 percent of the value of farm marketings are highly dependent on 
export markets. In the first 9 months of 1957, net exports* of anthracite coal 
amounted to 18 percent of national production; bituminous coal, 16 percent. 
We also export a large part of our output of some manufactured goods. In the 
first 9 months of 1957, for example, net exports of certain products were the 
following percentages of national production: Industrial trucks and tractors, 
45 percent; graders and rollers, 43 percent; tracklaying and contractors’ wheel- 
type tractors, 41 percent; locomotives, 34 percent; railway passenger cars, 30 
percent; civil aircraft, 30 percent; motortrucks and buses, 19 percent; machine 
tools and forming and shaping machinery, 15 percent. We were also large net 
exporters of certain chemicals and pharmaceuticals—52 percent of our DDT, 
50 percent of our copper sulfate, 47 percent of our dihydrostreptomycin, 36 per- 
cent of our streptomycin, and 21 percent of our penicillin. 

Only a part of our imports are subject to tariffs or other import restrictions. 
Of our total annual imports of approximately $12.5 billion in 1956, some $6.2 
billion, slightly under one-half of total imports, consisted of products that en- 
tered free of duty or quota restrictions. The rest—some $6.3 billion—or 
slightly more than one-half of total imports—were subject to tariff duties or 
import quotas. This $6.3 billion included about $3.6 billion of finished and 
semifinished manufactures, $1.4 billion of agricultural products and $1.3 billion 
of crude materials. 

The economies of most other countries of the free world—particularly of our 
major allies—are considerably more dependent on foreign trade than our own. 
Britain’s imports are about 20 percent of its gross national product as compared 
with 3 percent for the United States. The corresponding figure for Holland is 
42 percent; for Belgium-Luxembourg, 30 percent; for Canada, 18 percent; for 
West Germany, 15 percent; for Italy, 13 percent; for Japan, 11 percent and for 
France, 10 percent. Because of this dependency on foreign trade, the future 
economic growth and health of many countries depend, in considerable part, 
on whether they have sufficient opportunity to expand trade with each other 
and with us. 

The common market and the related free trade area are convincing evidence 
of the desire of the countries of Western Europe to expand trade with each 
other. Efforts to expand trade with the United States awaits either American 
initiative or adequate American response to the initiative of Western Europe. 

The small percentage of foreign trade to United States gross national product 
is deceptive since United States exports and imports are a much larger per- 
centage of total world trade. We export about one-fifth of total world exports 
and absorb about one-eighth of total world imports. 

Although Western Europe, Japan, and many of the underdeveloped countries 
have recovered from World War II they are dependent upon foreign trade 
for survival. A liberalized American trade policy could strengthen the econo- 
mies of other free world nations thus contributing to our national security. 


5 Increasing imports is not the only way to enable foreigners to buy more of our products 
and services. ‘To some extent, and for a time, exports can be increased by expanding the 
flow of American investment abroad. Increasing expenditures abroad by American 
tourists also helps expand our exports. Foreign aid, too, is a method of maintaining or 
increasing our exports, although it is not one on which we or other countries wish to 
rely indefinitely. 

® Exports less imports. 
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Why should tariff reductions be gradual and selective? 


There are two reasons why the Research and Policy Committee believes tariff 
reductions should be gradual and selective. The first is to cushion as much as 
possible hardship which a severe cut would bring about in many instances. The 
second reason is to safeguard vital defense industries. 

Most domestic producers will be affected little if at all by a gradual reduc- 
tion in tariffs. This is true particularly of products produced here by highly 
mechanized, mass-production techniques, and these products account for the 
great bulk of American manufacturing. Our mass production industries enjoy 
expanding markets at home and at the same time compete very vigorously in 
many markets abroad. 

The competitive impact of even moderate tariff reductions might be more 
serious on some other products of industry and agriculture, particularly on 
products of the handicraft type and on a few agricultural commodities. In 
these cases it is doubly necessary to proceed cautiously and gradually with 
tariff reductions. Furthermore, provision should be made to correct possible 
errors in tariff liberalization by allowing interested parties a chance to appeal. 
In cases where an industry is already declining absolutely, tariff reductions 
should ordinarily be avoided until the orderly transfer of labor and other 
resources to other uses is reasonably assured. 

To proceed cautiously and gradually does not, however, mean to prevent any 
additional competition for domestic producers. It does not mean that com- 
petitive adjustments should necessarily be avoided when they are caused by 
import competition. The movement of labor, capital, and management from 
relatively high cost to lower cost production, under the stimulus of competition, 
is part of the process by which the American economy grows and increases its 
efficiency. These competitive adjustments are the same whether caused by 
tariff reductions or by domestic causes—the introduction of new and more 
economic production processes, the introduction of a new product by a com- 
petitor, geographic shifts of industry, and changes in consumer tastes. The 
American economy has demonstrated many times in recent years its flexibility 
and adaptability in adjusting to changes greater than have been occasioned by 
tariff reduction. Though these adjustments may at times be painful, they are 
one of the sources of the dynamism of the American economy. Their final 
effect is not to reduce average American wages but to increase them. For after 
the adjustments have been made and the displaced workers have obtained em- 
ployment in more efficient industries, our productivity will be increased. Asa 
result, real wages will be, on the average, higher than before. 


What constitutes hardship? 


The Research and Policy Committee recognizes that tariff liberalization will 
mean adjustments for certain elements of the domestic economy. The social 
and economic cost of these adjustments is real and should be carefully weighed 
in deciding on tariff cuts. Where these adjustments involve real hardship 
they should be a matter of national concern. But first it is necessary to define 
when a condition of hardship exists. 

The Committee does not believe that a reduction of a domestic producer’s 
share of a growing market should, of itself, be considered hardship. On the 
other hand, where tariff cuts results in a substantial reduction in output and 
employment, and where alternative employment is not available for the man- 
power and facilities made idle, real hardship has been caused. The rule gov- 
erning tariff liberalization should be to avoid making labor and facilities idle 
on a substantial scale in situations where they cannot be reemployed within 
a reasonable time. This criterion can be satisfied in the great majority of cases 
if tariffs are reduced gradually. 

Situations of hardship can be anticipated and avoided in most cases if tariff 
reductions are preceded by a careful examination of the possible results, prod- 
uct by product and industry by industry. Where reduction of domestic output 
would be substantial and where alternative employment opportunities take time 
to develop, a gradual approach to tariff liberalization will, in most cases, allow 
sufficient time for the necessary adjustments. Adjustments which would in- 
volve serious hardship if they had to be made in 2 or 3 years might well be 
accomplished with little or no hardship in a longer period. 
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Assistance for readjustment 


Much help by local, State, and Federal aid is already available to facilitate 
conversion or readjustment to more promising activities for firms, communities 
and workers affected by increasing competition. 

Ordinarily, the most satisfactory way of adjusting to new competition is 
diversification. Manufacturing companies affected by new competition can 
often solve their problems by shifting to new or different products. One-indus- 
try communities can adjust to new competition by broadening their industrial 
base. Within the last few years, a number of one-industry communities have 
earried out successful diversification programs. They have analyzed their in- 
dustrial possibilities, raised funds, built plants, and attracted new industries. 

Though local initiative is the key to successful community diversification, 
not all communities needing to broaden their industrial base are able to do so 
entirely on their own. Funds which can be raised locally may be insufficient. 
Local business leaders may lack knowledge of how to go about the task. 

Similarly, individual companies subject to increased competition may find 
it difficult or impossible to diversify. For example, in some of the industries 
subject to import competition, firms are typically small and financially weak. 
Some of them lack funds to procure the necessary technical services, such as 
market analyses and production engineering. Some would not have the record or 
earnings to qualify for the needed financing from ordinary private sources. 

State and Federal aid in various forms is already available for communities 
or firms that need it to diversify. A number of State governments have 
established industrial development or credit corporations which can assist firms 
and local communities. At the Federal level, the Departments of Labor and 
Commerce take a special interest in depressed communities and advise them in 
the establishment of diversification programs. State and Federal employment 
services assist displaced workers through their retraining and placement 
facilities. The Defense Department is required by Executive order to give 
special attention to labor surplus areas in placing procurement contracts. The 
Federal Government may grant accelerated tax amortization privileges for the 
expansion in labor surplus areas of industrial facilities necessary for defense. 
Finally, the Small Business Administration, established in 1953, has authority 
to make or to participate with private institutions in making loans to small 
concerns. These loans are made in order that small businesses unable to obtain 
credit elsewhere on reasonable terms may finance plant construction, conversion 
or expansion. 

All these means should be vigorously used to make diversification possible 
where it is economically desirable and where the firms and communities directly 
concerned desire it. This type of assistance is preferable to continued tariff 
protection because it aims at facilitating competitive adjustments rather than 
at giving permanent protection against import competition. Assistance to 
facilitate readjustments to imports should be given according to the same 
standards and by the same means as in the case of readjustments arising from 
domestic causes. 


Safeguarding defense industries 

All Americans agree that production and productive capacity essential to the 
national security should be safeguarded from damage which may result from 
import competition as tariffs are lowered. However, what production or capac- 
ity is essential to national security is a difficult question of judgment. It is 
the belief of CED’s committee that only production or productive capacity which 
would be indispensable in time of national emergency, and which could not 
readily be built up after the onset of the emergency, can properly be included in 
this category. 

Even where damage to essential capacity or output would result from a tariff 
cut, continued tariff protection is not necessarily the best means of preventing 
it. There are other methods which may, in appropriate cases, be preferable. 

For example, in the case of military end products, a standby military con- 
tract calling for modest current deliveries would allow facilities to be maintained 
and key personnel to be kept together. The contract could also provide for 
continuing research on product design and production methods. 

In other cases, a Government subsidy of some kind may be appropriate. A 
tariff is, of course, a form of subsidy. As a method of maintaining industrial 
capacity essential to defense, however, a direct subsidy may sometimes have 
the advantage over a tariff that its nature and purpose are clear and that its 
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continuation from year to year would probably be subject to review in the light 
of changing circumstances. Subsidies are now used to protect from foreign 
competition some economie activities essential to national security, notably our 
merchant marine. A subsidy need not take the form of a cash payment. It 
might involve, for example, Government financing of certain capital equipment. 

In the case of essential raw materials whose output at necessary levels is 
threatened by tariff reduction, Government stockpiling at times of reduced de- 
mand may be preferable to continued tariff protection. In general, liberal policy 
for imports of commodities which substitute for scarce, exhaustible domestic 
natural resources is especially in the national interest. Since the future rate of 
discovery of domestic reserves exploitable at reasonable costs is always in doubt, 
we ought, in time of peace, to use foreign sources of supply to meet a large part 
of our current needs for these commodities, safeguarding our reserves for future 
use in the event of an emergency. There may, however, be cases where for 
military or technical reasons the domestic output of basic raw materials, scarce or 
plentiful, should be maintained at a level higher than would be possible if the 
tariff were lowered. In cases of this kind purchases of domestic output for 
the military stockpile or subsidies might be preferable to maintaining tariff 
protection indefinitely. 

There may be still other cases where there is no practical or desirable alter- 
native to continued tariff protection for essential capacity that would be damaged 
by a tariff cut. However, the concept of collective security and the nature of 
future war may have rendered obsolete current concepts of industries essential 
for national security. This subject is worthy of serious attention and study by 
those concerned with the formulation of national policy. 


RECOMMENDATIONS 


The Research and Policy Committee believes that the first requirement of 
tariff policy is to minimize uncertainty about the future course of the American 
tariff. We are convinced of the advantages of expanding world trade. If tariff 
liberalization is to make a positive contribution to this objective, we must first 
give as clear assurance as we can with the direction of future tariff changes will 
be downward. The act of assurance is as important as actual tariff reduction. 

The best way to create greater certainty about American tariff policy would 
be to extend the President’s trade agreements authority for a period of years. 
We favor extension for at least 5 years; consideration should be given to extension 
for a longer period. Business at home and abroad should not be subject to the 
uncertainties which have resulted in recent years from annual debate over the 
renewal of this authority. 

The period of extension should be at least 5 years not only for these general 
reasons but also for the specific reason that the Government should be in a 
position to negotiate for a reduction in the external tariff of the Common Market. 
This new customs wall will be erected in the next 3 or 4 years. It would be most 
unfortunate if the Government’s authority lapsed while negotiations were still 
in progress. This suggests that the period of extension ought not to be less 
than 5 years. 

Further, the President’s authority to reduce tariffs should be enlarged in four 
ways: 

First, the President should be authorized, as part of his trade agreements 
authority, to reduce a rate of duty by not more than 5 percent per year for the 
period of the extension of the Trade Agreements Act. Unused authority should 
not expire but should carry over to following years. 

Second, the President’s request for authority to reduce to 50 percent ad valorem, 
or its equivalent, any tariff rate now above that level should be granted. Such 
reductions should ordinarily be made over a period of years, as he has requested. 

Third, the President should be authorized to suspend the tariff duty on any 
product which is not produced in substantial quantities in the United States. 

Fourth, the President should be authorized to exchange tariff reductions for 
other kinds of benefits to the United States than tariff reductions abroad. The 
present law requires that tariff concessions by other countries on American 
products be received in exchange for any reductions of American tariffs. In the 
Committee’s opinion, it is questionable whether tariff concessions from other 
countries are always the best return we can get in exchange for liberalizing our 
own tariff. Among other things, American exports are frequently more limited 
by other countries’ import quotas than by their tariffs. 
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Reductions in our tariff, for example, might be exchanged for liberalization 
or elimination of other countries’ import quotas on American goods. American 
tariff reductions might also be exchanged for concessions to American investors 
abroad—effective guaranties that American firms and investors would enjoy 
the same rights and privileges as local firms and investors; effective assurance 
against nationalization without compensation ; or permission to withdraw profits 
and capital. Agreements of this kind could be helpful in increasing American 
private investment abroad. 

We recognize that practical difficulties will be encountered in carrying out this 
broadened concept of reciprocity. Some countries may resist extending the scope 
of negotiations about tariffs to include nontariff questions. Nevertheless, we feel 
that the advantages to the United States of being able to use tariff negotiation 
as a broader and more flexible tool of policy warrant a careful search for ways 
around these practical difficulties. 


Dumping 

American producers are entitled to effective protection against serious injury 
resulting from foreign dumping in the American market—that is, from the 
sale of foreign merchandise here at a price substantially below the price charged 
in the exporting country, with allowance for normal transfer costs. At the same 
time, the administration of protection against dumping should not create un- 
necessary delays and uncertainties for American importers and foreign exporters. 

The Anti-Dumping Act of 1921 is designed to give protection by imposing 
special antidumping duties in cases where it is found that a domestic industry 
is being, or is likely to be, injured by importation of goods of a kind or class 
which is being dumped. There is considerable criticism of the effectiveness of 
the present act as now administered. While it is important to avoid inter- 
ruption of imports while alleged cases of dumping are under investigation, the 
administration of the act should be speeded up in order to give American industry 
more effective protection against dumping. 

In connection with our antidumping legislation, the Committee feels strongly 
that our program of disposal of agricultural surpluses through exports at prices 
below United States prices constitutes dumping. We recommend that this pro- 
gram be reduced and eventually eliminated. It is unfair to other exporting 
nations, often strong allies, which have surpluses of some of the same products. 
It is also unfair to the American consumer, who is asked to pay high prices for 
products we sell cheaply abroad, while we continue to ask the American con- 
sumer to pay, in taxes, to support prices that discriminate against him. The 
same holds true for American manufacturers who use products, such as cotton, 
as raw materials. We realize, of course, that these programs can only be 
reduced gradually and only as a part of a general overhaul of our domestic agri- 
cultural policy, the root cause of our agricultural problems." 


Peril-point and escape-clause provisions 


The peril-point and escape-clause provisions of the Trade Agreements Act 
in their present form are serious limitations on the President’s ability to lower 
tariff rates. 

The peril-point provisions requires the Tariff Commission to survey all com- 
modities on which the President proposes to negotiate agreements and to specify 
rates of duty below which, in the Commission’s judgment, tariffs cannot be low- 
ered without serious injury to domestic producers. The act also requires that 
an escape clause be inserted into all trade agreements. Under the escape clause, 
the Tariff Commission may recommend to the President, on its own motion or 
on complaint of an interested party, that a tariff concession be withdrawn 
because it is causing or threatening ot cause serious injury to domestic producers. 

These provisions have been interpreted by the Tariff Commission to forbid 
tariff concessions which will result in any reduction of domestic output, except 
in the case of multiproduct industries where displaced labor and plant can easily 
be shifted to other products made by the same firms. Some shifting of resources 
into more efficient uses is, as we have noted, a necessary part of the economic 
process by which the national interest in expanded trade is realized. Although 
the escape-clause and peril-point provisions have not been frequently applied, 
this interpretation has greatly limited the area of effective use of the trade 


_7For an elaboration of this problem and a suggested solution, see Toward a Realistic 
Farm Program, Committee for Economic Development, December 1957. 
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agreements authority. (With the single exception of the trade agreement with 
Venezuela, no major reductions in United States tariffs have been made while 
the peril-point provision has been in effect.) If there is to be effective liberal- 
ization of the tariff, the peril-point and escape-clause provisions of the Trade 
Agreements Act need to be modified. In their present form they are inconsistent 
with effective tariff liberalization. 

The President has asked that these provisions be retained. He has, how- 
ever, stated his intention to base his decision on Tariff Commission recommenda- 
tions on grounds broader than the Commission is empowered to consider. We 
agree that the President should be free to set aside Tariff Commission recom- 
mendations when he finds that the national interest requires it. In our view, 
however, more than this is needed. We believe that the peril-point and escape- 
clause provisions of the Trade Agreements Act should be changed in two ways: 

First, it should be made clear that the purpose of these provisions is to prevent 
serious hardship rather than to prevent any reduction of domestic output by 
imports. Serious hardship might be defined as reduction in output and em- 
ployment on a substantial scale, where a major part of the labor and facilities 
released would be unable to find suitable alternative employment or use within 
a reasonable time. 

Second, the withholding of a tariff rate reduction under the peril-point provi- 
sion, or its withdrawal as a result of escape-clause proceedings, should ordinarily 
be temporary, not permanent. Business firms, employees and communities should 
be given sufficient time to readjust to the effects of tariff reductions. But they 
cannot reasonably claim the permanent right to avoid adjustments where the 
national interest clearly calls for a tariff reduction. 


Quotas 

In addition to tariffs, the United States affects imports by imposing quantita- 
tive restrictions (quotas) usually more restrictive than tariffs but applied to 
only a small number of products at the present time, primarily domestically price- 
supported agricultural products. 

There are three major types of quotas absolute, tariff and voluntary. An 
absolute quota limits either the value of the quantity of a commodity that may 
be imported within a given period of time. Once the quota is filled, no further 
imports are permitted. 

The tariff quota permits imports duty free, or at a special low rate, up to a 
predetermined quantity or amount. All imports in excess of the quota must pay 
a duty or a higher rate of duty. Tariff quotas are usually not as restrictive 
as absolute quotas. 

A so-called voluntary quota is sometimes established by the exporting country 
rather than by the United States as is the case with Japanese cotton textiles. 
Sometimes such a quota is established by the United States as in the case of 
crude oil. These quotas are enforced by the threat that more severe import 
restrictions Will be imposed by the United States. 

It has been the policy of the United States Government to discourage other 
countries from the use of quotas. The committee heartily concurs with this 
objective since they are more uneconomic and discriminatory than tariffs. A 
necessary corollary, we feel, is that they have no place in American foreign 
economic policy. 

We recommend that quotas on nonagricultural products be eliminated. Liber- 
alization and eventual elimination of our agricultural quotas can be undertaken 
only after a general overhaul of our domestic agricultural policy. Under present 
conditions, they must be maintained.’ 


The General Agreement on Tariffs and Trade and the Organization for Trade 
Cooperation 

The General Agreement on Tariffs and Trade (GATT) has proven its usefulness 
as a mechanism for the reduction of trade barriers. As such, it has proven far 
superior to our previous method of negotiation on a purely bilateral, or country- 
by-country basis. But the GATT is much more than this. It contains a code 
of commercial policy provisions—rules of fair conduct for international trade— 
to which some 35 nations adhere. The general agreement thus provides a 
forum, a mechanism for the handling of international trade disputes. It, there- 
fore, is a mechanism for the protection of legitimate United States interests. 

The general agreement has no formal organization to administer tariff con- 





® See Toward a Realistic Farm Program, already cited. 
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cessions and trade rules. In 1954-55 the contracting parties renegotiated the 
GATT and decided to group together the main administrative provisions of 
GATT, supplemented by new administrative machinery, into an agreement on 
an Organization for Trade Cooperation (OTC). 

Since 1955, the President has urged United States membership in OTC. The 
Committee feels the United States should become a member. The creation of 
the Common Market, the projected free trade area and the possibility of other 
regional groups now in the discussion stage in my opinion makes United States 
membership imperative. 

There have been doubts raised concerning the constitutionality of GATT. 
I believe it to be an appropriate executive agreement negotiated under the 
authority of Trade Agreements Act. These doubts should be dispelled by the 
passage of legislation providing for United States membership in OTC. 

CED does not favor unlimited free trade. We do believe that it is in the 
national interest of the United States to continue a policy of gradual and 
selective tariff liberalization. That policy should be fair to those who may 
be affected adversely by tariff reduction. It should not damage domestic 
production which is truly essential to national security. We believe that a 
tariff policy of this kind will, on balance, strengthen our domestic economy and 
increase our national security. 

As the strongest economic power in the free world, the United States has a 
special responsibility for liberalizing trade—the responsibility of leadership. 
The direction which our tariff policy takes will help to determine whether the 
free world moves ahead to widening markets and expanding production or 
whether it moves in the opposite direction, toward intensified economic national- 
ism and political division. How effective American initiative will be depends 
on how other countries respond to it. Our willingness to liberalize our tariff 
reflects our belief that all the nations of the free world have a stake in the 
expansion of trade with each other. 


Mr. Cazor. Our general conclusion in 1954 was that it is in the 
national interests to reduce tariffs and other barriers to foreign trade 
on a gradual and selective basis. A trade policy which aims to reduce 
our trade barriers on a reciprocal basis is good for the United States 
economy. United States foreign trade, like our internal trade, per- 
mits a more economical use of our resources by promoting specializa- 
tion of production. We enjoy higher real wage levels and living 
standards with foreign trade than would be possible without it. 

This economic advantage is very clear when we buy from abroad 
things we do not produce at all at home. But there is also a decided 
economic advantage to buying from abroad those things which others 
can produce more efficiently—even though they could be produced at 
home and selling abroad those things which we produce more effi- 
ciently. I feel that our success, indeed our survival as a nation, and 
the survival of our system of free enterprise, depends on our ability 
to make the most efficient use of our manpower and materials. If 
we deliberately handicap a portion of our manpower by forcing the 
production in one free nation of goods that can be produced more 
economically in another, we increase the chances that we will not 
survive. 

As the research and policy committee stated in 1954: 

The committee believe that, on balance, the results of tariff liberalization will 
strengthen the domestic economy by improving its overall efficiency and by rais- 
ing our living standards. 

Tariff liberalization, by increasing imports, will permit other countries to buy 
more from us, particularly in the longer run. Our major export industries—for 
example, those producing earth-moving machinery, tractors, textile machinery, 
printing machinery, sewing machines, typewriters, refrigerators, diesel engines, 
motor vehicles and agricultural machinery—are, in general, those with the highest 


relative productivity. As their output is increased and is exchanged for more 
imports, the overall efficience of the American economy tends to increase. In 








1852 RENEWAL OF TRADE AGREEMENTS ACT 


general increased imports at costs and prices below those involved in domestic 
production raise our standard of living. Increased imports add to the variety 
of our consumption. They stimulate American industry to develop new and 
better products. 

Foreign trade policy is viewed by Our committe as an integral and 
important part of our foreign _: Our friends and allies are con- 
siderably more dependent on foreign trade than we are. Because of 
this reliance on foreign trade, their future economic health and growth 
depend, in considerable part, on whether they have sufficient opportu- 
nity to expand trade with us. Although foreign trade is a 5 per- 
centage of our gross national product it is a large percent of total world 
trade. We export about one-fifth of total world exports and absorb 
about one-eighth of total world imports. The direction of our foreign 
trade policy, we believe, will have a strong bearing on whether the free 
world moves ahead to widening markets and expanding production or 
whether it moves in the opposite direction, toward intensified economic 
nationalism and division, 

Our review of events since 1954 has reinforced these convictions. 
In particular, the new Soviet economic offensive and the evolving 
common market in Western Europe make even more compelling a 
foreign trade policy designed to reduce barriers to trade. 

I would like to discuss these two new factors. 


THE SOVIET TRADE OFFENSIVE 


Since the Trade Agreements Act was last extended, the Soviet 
Union and its satellites have adopted a “trade and aid program.” 
I will talk about trade rather than aid because aid is more closely 
related to the Mutual Security Act than to the Trade Agreements 
Act. 

In the period 1952-56, the trade between this Soviet bloc-free world 
increased 77 percent in value. In 1956 the bloc accounted for over 10 
percent of the total trade of seven free world underdeveloped countries. 
Over 20 percent of the total trade of Afghanistan, Iceland, Egypt and 
Yugoslavia was with bloc countries; about 17 percent of Turkey’s, 
16 percent of Burma’s, and 12 percent of Iran’s. 

Western Europe and Latin America, areas of crucial importance to 
the United States, also figured prominently in Soviet bloc trade. In 
1956, 68 percent of the bloc’s total external trade, and 70 percent of 
the increase in the bloc’s total foreign trade from 1952 to 1956, occurred 
with Western Europe. Ranking second to Western Europe in the 
increase in such trade in absolute amounts was Latin America which 
experienced the greatest percentage increase—609 percent over the 
low levels of 1952. In that year total trade between the two areas 
represented 1% percent of Soviet bloc trade with the free world 
and less than 1 percent of the foreign trade of these Latin Amer- 
ican countries. In 1956, the amounts were 6 percent of Soviet bloc 
trade with the free world and 5 percent of the foreign trade of Latin 
America. 

The Soviet trade drive has been underwritten by a rash of trade 
and financial agreements. As of the end of 1956, 233 such agreements 
were in force compared with 113 at the end of 1953. Not all of these 
agreements are significant; many call for quite minor volumes of 
trade. But they are clearly indicative of the heightened trade drive 
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of the Soviet bloc, and they foreshadow larger trade in the future. 
The Soviet bloc trade drive has also manifested itself in steadily in- 
creasing participation in trade fairs and other promotional endeavors, 
both in free Europe and the underdeveloped areas. In the last 3 
years the bloc spent an average of about $22 million a year on partici- 
pation in fairs and expositions in an average of about 40 free world 
countries. The United States, whose manufacturers’ goods are on 
display commercially in free world countries to a much greater extent 
than bloc goods, spent only about $3 million a year and participated 
only in an average of about 17 free world markets. 

The implications of the Soviet economic offensive are obvious. 
The free world has now an alternative to trade with us—trade with 
the Sino-Soviet bloc. Our economic system better serves the interests 
of other nations—if our trade policy allows our system to work 
effectively. To impose crippling restrictions on trade is to push our 
friends and allies siepenahigty into the Soviet orbit. In the light of 
the Soviet threat it is in the national interest, indeed imperative, to 
move forward aggressively in lowering our barriers to the products 
of our friends. 

Now, with respect to the common market in Western Europe, I 
know that you have heard a lot in the course of these hearings about 
the conmnon market and the related free trad> ares. 

1 do not intend to reiterate either the details of the common 
market nor the possibilities of the free trade area. I wish to concen- 
trate solely on their relationship to United States trade policy. 

Let me remind you that about 14 percent of the total United States 
exports goes to the common market countries. The contemplated 
free trade area absorbs about one-fourth of total United States exports. 

In the common market there will ultimately be a common tariff 
against the outside world which will be based on an averaging of exist- 
ing tariffs, while there will be no tariff on trade among the member 
countries. 

I think the implications of this to the United States are clear. On 
many products, particularly goods that are produced in Westera 
Europe, American exports may suffer, American exporters will be 
handicapped, they will be selling over a high tariff wall which their 
European competitors will not have to hurdle. 

This wall can only be scaled down by a liberal and aggressive 
United States commercial policy. This means that the President must 
have substantial negotiating authority. It also means that the 
authority must be exercised. 

The common market and the prospective free trade area present 
an opportunity and a challenge to the United States. Two possibil- 
ities are open. One is that we may enjoy an expansion of mutually 
beneficial trade with a large area of growing economic strength, 
vitality and efficiency. The other is that we shall find ourselves 
more and more excluded from an area that is less dependent upon us. 
Which of these possibilities becomes a reality will largely depend upon 
United States policy. The chances of going down the first route, of 
expanding trade, would be greatly enhanced by our own willingness 
to negotiate reciprocal reduction of trade barriers. 

[f we turn to protectionism, however, not only the economic but 
also the political consequences would be grave. With our national 
security and indeed our very survival linked so intimately with West- 
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ern Europe, it would be the height of folly and make their access to 
our market more difficult. Any attempt on the part of the United 
States to raise its barriers to trade would be met with retaliation by a 
more powerful and cohesive Western Europe. We are military allies; 
logic dictates that our economic links should be no less strong. 

The rapid moves toward western European economic integration 
underscore the importance of the GATT and the proposed Organiza- 
tion for Trade Cooperation both as a forum and as a fact-finding body 
to consider the effects of those arrangements upon nonmembers. 
Article XVIV of the GATT recognizes that closer integration of 
national economies is a desirable objective and that a customs union 
may serve to facilitate trade between the participants while not 
raising barriers against the trade of others. Accordingly, the agree- 
ment does not prevent the formation of a customs union provided 
the duties and other trade regulations are not higher or more restrictive 
than those previously in force. Parties to a customs union are 
required to notify the contracting parties to the GATT who then 
examine the details of the plan to judge whether the agreement is 
likely to result in a union within a reasonable period of time. The 
parties to a customs union must secure a waiver from the GATT. 
Subsequently, it has to submit periodic reports to the GATT and also 
to answer complaints by other contracting parties. Thus the agree- 
ment and its proposed administrative arm, the Organization for 
Trade Cooperation, is the instrument not only for the expansion of 
our international trade but for the safeguarding of our legitimate 
interests, 

Now, I know that you gentlemen are concerned, as we are, about 
the current United States recession. 

Here are our thoughts on the matter as it relates to the foreign 
trade policy of the United States: 

The fact that the United States has been in a period of temporarily 
declining employment, production, and income last summer is almost 
wholly irrelevant to questions concerning foreign trade policy. 

Tariff rates must be fixed for long periods of time to permit both 
domestic and foreign firms to plan ahead, make commitments, and 
maintain durable sources of supply and marketing channels. To 
juggle them up and down with temporary shifts in the pace of general 
business activity should be extremeiy disruptive. 

Monetary and fiscal policy and other domestic policies offer ade- 
quate means to deal with the recession as it now exists or as it may 
develop. They can be applied in any degree of strength deemed neces- 
sary and desirable to bring business recovery. Fiscal and monetary 
measures have the great advantage, as instruments of stabilization 
policy, that they operate in a general fashion rather than upon partic- 
ular products or industries, and this avoid distortion of production and 
marketing patterns. Moreover, there is no persuasive general reason 
to depart from the assumption that either upward or downward 
changes in tariff rates and other restrictions on international trade 
would affect imports and exports about equally, and hence no pre- 
sumption that they would affect the movement of employment in 
this country in either direction, even if we were willing to use them for 
that purpose. 

We have stressed that tariff reduction should be “selective and 
gradual” at all times. It might be supposed that the reasons would 





RENEWAL OF TRADE AGREEMENTS ACT 1855 


have special force in a period of business contraction. The argument 
would be that, even though tariff reduction may not affect total 
employment, any worker from industries affected by imports would 
have difficulty in finding alternative employment elsewhere, so that 
transitional costs of adjustment would be especially heavy. This 
position does not appear valid from a national standpoint, however. 
When, as has been the case in the last few months, employment in 
nearly all commodity producing industries is declining, with some of 
the sharpest contractions in major export industries, an equal ex- 
pansion of imports and exports would mean smaller layoffs in some 
industries than would otherwise occur, and larger in others. It 
would not add to the total number forced into the job market. 

We conclude that, from the immediate economic standpoint, the 
recession should not affect foreign trade policy one way or another. 
An additional consideration points to the same conclusion. Foreign 
countries have been hesitant to tie their economies to ours because 
of fears that we would not maintain a reasonable degree of economic 
stability, and that we might even intensify the normal effects of a 
business contraction upon our purchases from them by adopting a 
more restrictionist trade policy. If we should now confirm their 
worst fears by using the recession as an occasion to strengthen barriers 
to international trade, or to weaken our long-term trade agreements 
program, it would be most harmful to our long-term international 
r0sItion. 

' I would like to conelude.my statement by setting forth our recom- 
mendations on United States foreign trade policy: 

1. That we continue to reduce our barriers to trade, including our 
tariffs. 

2. That we continue to make such reductions on a gradual and 
selective basis. 

3. That we recognize that tariff stability is as important as tariff 
reduction. 

4. That the President’s trade agreements authority be extended 
for at least 5 years with consideration given to extension for a longer 
period. 

5. That the President be authorized to (a) reduce a rate of duty 
by not more than 5 percent per year for the period of the extension 
of the Trade Agreements Act, by reduce over a period of years to 
50 percent ad valorem, or its equivalent, any tariff that exceeds that 
level. 

6. That the President be authorized to exchange tariff reductions 
for other kinds of benefits to the United States than tariff reductions 
abroad. 

Reductions to the United States, quota reductions, for instance, 
and the tariff reductions abroad which are now permitted. 

7. That the President be free to set aside Tariff Commission rec- 
ommendations when he finds the national interest requires it. 

8. That the administration of the Anti-Dumpting Act be speeded up. 

9. That the peril point and escape clause procedures be amended 
in two ways: 

(a) It should be made clear that the purpose of these provisions is 
to prevent serious hardship rather than merely to prevent reduction 
of domestic output by imports. 
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(6) The withholding of a tariff rate reduction under the peril-point 

od or its withdrawal under escape clause proceedings should 
e temporary, not permanent. 

10. Our import quotas on price-supported agricultural commodities 
be liberalized and eventually eliminated. This must await a badly 
needed overhaul of our entire domestic agricultural philosophy and 
programs. We also believe that our present methods of disposing of 
agricultural surpluses abroad constitute dumping which should be 
curtailed and eventually eliminated. So long as our policy continues 
to generate surpluses, which we hope will not be long, they should be 
used for development assistance as extensively as possible. 

I have purposely made this statement brief so that I would not 
repeat arguments and facts presented by other witnesses and to allow 
as much time as possible for any questions you may ask. Thank you 
very much for inviting CED to present its views on this highly 
important and complex subject. 

The CaarrMan (presiding). Thank you, Mr. Cabot, for coming to 
the committee and giving us the benefit of the views of the Committee 
for Economic Development. 

Mr. Mason. Mr. Chairman. 

The CuarrMan. Mr. Mason will inquire. 

Mr. Mason. Mr. Cabot, in the middle of page 5 you make this 
statement: 

To impose crippling restrictions on trade is to push our friends and allies 
increasingly into the Soviet orbit. 

Why do you make that statement? 

Mr. Casor. If our allies can not trade with America they are 
going to have to trade with someone to sell their goods and they will 
naturally sell to the Soviet. 

Mr. Mason. But here: ‘To impose crippling restrictions on trade,”’ 
and so forth. Do you know of anyone that would do that? Is there 
a move in front of us? Is this bill in front of us to impose crippling 
restrictions upon our allies? 

Mr. Casor. This bill pertains to the restrictions of trade of the 
United States. 

Mr. Mason. This bill proposes to lower the low duties that we now 
have, does it not? 

Mr. Casor. That is correct. 

Mr. Mason. And the whole trend for the last 24 years has been 
to lower our barriers, and today our barriers are practically at the 
bottom while other countries have put up barriers like license and so 
on and so forth. So who is doing the crippling restrictions? 

Mr. Casor. The trade of the United States has expanded greatly 
in recent years in both directions. The exports are way above 
imports, but obviously that can not pertain forever because the 
dollars must come back to the United States. 

Mr. Mason. Well, now, I have heard that dollar argument so 
much, but let us look at the facts. We are handing over to foreign 
pone $3 billion for support of our army in their lands, $3 

illion goes for that, $1 billion goes for tourist trade, which is furnish- 
ing dollars for these other countries, $4 billion, approximately goes 
for foreign aid. There you have $8 billion which has nothing to do 
with trade at all that you are furnishing them, if they want to use it 
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for trade buying our goods, and when you take those $8 billion plus 
the $13 billion—they say $13 billion imports, $19 billion exports, 
why we more than overbalance that with that $8 billion. 

Mr. Cazsor. Congressman Mason, I was in Japan last spring. The 
pressure there for trade with China is enormous. My business friends 
in Japan told me that with the idea of getting dollars it had become 
essential for them to trade with China, and I think that to put other 
restrictions against Japanese goods is going to force Japan to trade 
with China. It seems to me inevitable. 

Mr. Mason. Further restrictions. Well, personally, I think we 
have about given all our tradeability away by lowering our tariffs as 
far we we have already and no one is proposing to put on any restric- 
tions only through the escape elause and so forth where our industries 
are being hurt, and I think we have just got to do that for self-pro- 
tection. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Eberharter will inquire, Mr. Cabot. 

Mr. Exsernarrer. Mr. Cabot, of whom is the Committee for 
Economic Development composed? It is businessmen, is it not? 

Mr. Cazor. That is correct. There are about 150 trustees of the 
Committee for Economic Development. This statement, however, 
is the statement of the Research and Policy Committee rather than 
of the whole Committee for Economic Development. 

Mr. Eseruarrer. They are all in business, practically? 

Mr. Casor. That is right. They are businessmen. 

Mr. Esernarrer. And they have made quite an intensive study of 
this subject of reciprocal trade, have they not? 

Mr. Casor. That is right. 

Mr. Eseruarter. And they come to the definite conclusion that 
the act should be extended 5 years and it should not be crippled in 
that respect as presented by the Eisenhower Administration? 

Mr. Casor. That is right. 

Mr. Eseruarter. Thank you very much. 

The CuarrmMan. Are there any further questions? 

If not, we thank you, Mr. Cabot, again for coming. 

Mr. Mason. Mr. Chairman, I do not think it is fair to have five 
against one. 

The CuarrMan. The next witness is Mr. William Stoeffhaas. 

Mr. Stoeffhaas, will you please identify yourself for the record by 
giving your name, address, and the capacity in which you appear. 


STATEMENT OF WILLIAM F. STOEFFHAAS, CHAIRMAN, ACCOM- 
PANIED BY JOHN AUERBACH, EXECUTIVE SECRETARY, MANU- 
FACTURERS’ TARIFF COMMITTEE, BICYCLE MANUFACTURERS 
ASSOCIATION OF AMERICA 


Mr. Storrruaas. My name is William F. Stoeffhaas. I am an 
officer of the Bicycle Manufacturers Association, and the executive 
vice-president of Arnold Schwinn and Co. 

I have with me John Auerbach, executive secretary of the Bicycle 
Manufacturers Assoiation. 

The CuarrmMan. Have a seat there at the table, too. 

Mr. StorerrHaas. At the outset, gentlemen, may we note that all 
of us in the American bicycle industry deeply appreciate the oppor- 
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tunity you have granted in allowing us to present our view on H. R. 
10368. 

The members of the Bicycle Manufacturers Association account 
for more than 90 percent of all the bicycles produced in our country. 
Our plants and those of our sub-suppliers, who furnish essential 
components and accessories in the manufacture of bicycles, are 
located in over fifty American cities and provide employment to 
thousands of workers. 

The destiny of our industry will be affected by H. R. 10368. More 
importantly, it will affect us as American citizens. We believe that 
that unless H. R. 10368 is carefully weighed and amended it will 
weaken the fabric of the American business economy and endanger 
the future well-being of our country. 

We have in mind those provisions in the bill which are intended to 
protect domestic industry against the crippling impact of unfair 
foreign competition. The presence of such safeguards shows a 
commendable determination on the part of our lawmakers to prevent 
disruption to domestic industry. But, unfortunately, this legislative 
intent as embodied in the current and prior laws has thus far failed of 
its purpose. 

It is this failure that underlies our main concern. It explains the 
single purpose of our testimony. We are here to urge that the 
Congress proceed to take that one additional step which will give 
— assurance that the “escape clause’ will become operative by 
aw. 

The experience of the bicycle industry in the last 6 years illustrates 
the need for a protective mechanism supported and strengthened by 
a workable law. In the course of those six lean, hard and threatening 
years, we have been forced to expend a tremendous amount of energy, 
time and money trying to invoke the provisions of a law which is 
similar to the one now under consideration. But even at that cost it 
did not work. 

In proposing clear-cut definitions in the new law, members of the 
committee may find an evaluation of the facts in our case helpful. 
It is a good illustration of how the prevailing ‘‘escape clause’ worked 
(or, more aptly, failed to work as it was intended) and why it is now 
essential to act decisively to assure the future effectiveness of this 
instrument. 

In all the years prior to 1950, bike imports never exceeded one and 
a half percent of consumer sales. Usually, they were far less. But 
it was under the impetus of two successive tariff cuts, plus currency 
devaluation by the British, that foreign producers began to move and 
sell their merchandise in this market. With unmatchable price 
advantages, based solely on low labor rates, imports began to sky- 
rocket. Our familiarity with the market convinced us that a great 
threat confronted us. 

In 1951 we applied for protection under the ‘escape clause.” 
But the Tariff Commission thought our sudden 10 percent loss of 
market was a passing phenomenon. When the rate of imports rose, 
without. interruption, to consume 40 percent of our market, the 
Commission reversed itself and in 1955 proposed that out tariff rates 
be revised upward by a margin that seemed to us far too modest to 
achieve its intended purpose. 
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The President, however, delayed action on the Commission’s 
recommendations—asking them to provide more facts about our case. 
Months later the Commission furnished the additional data, reaffirm- 
ing its decision to the President on the basis that our industry’s market 
losses had worsened in the intervening period. Thereupon, the Presi- 
dent announced that he disputed certain aspects of the Commission’s 
economic findings and reduced the corrective rates proposed by the 
Commission. 

It might be noted parenthetically that while there was no evidence 
that the increased duties would diminish imports of foreign bicycles, 
the Government acted promptly to treat compensatory concessions to 
the foreign nations involved in the bike action to offset hypothetical 
losses they might suffer. 

It is incomprehensible to us that these countries were quickly repaid 
for an apparent injury—and far more readily than we were for a real 
injury. ‘To top it all, the importers are now in the courts acting to 
upset the insufficient relief granted us. They contend that the Presi- 
dent and United States Tariff Commission acted illegally in that they 
went beyond the limitation of the law. 

Imports continued to achieve new gains in the bike market, follow- 
ing the imposition of the new rates, affirming our own forecast. We 
had argued that if relief was deemed necessary it should have been 
guaranteed by a quota. Subsequently, last year, we returned to the 
Tariff Commission for the third time. The Commission decided to 
postpone further action until certain recent developments clarified 
themselves. 

Gentlemen, why was it necessary for our industry to have suffered 
through 6 years of intense hardship? Why was it necessary for us to 
have conducted three expensive and time-consuming legal actions? 

Why, we ask, after all this time have we continued to be injured by 
imports and not received the relief we were entitled to under the provi- 
sions of the “escape clause?” 

Tariff Commission economists revealed the extent of the damage 
our industry sustained. In their published reports, they noted that 
since 1950, the American bicycle industry operated at depressed 
profit levels, or lost money on its operations. Not i in any year since 
1950, the Tariff Commission stated, had our industry achieved a 
profit that came close to the average enjoyed by other American 
manufacturing industries. 

Ironically, many other import-troubled industries have congratu- 
lated us for being one of the fortunate few to benefit from the 
escape clause. 

e are compelled to ask: “‘What benefits?” Similarly, the honor- 
able members of the committee might question the efficiency of a law 
which operates so slowly and ploddingly and then without any material 
effectiveness on the industries it seeks to protect and help. 

It is not our purpose, in appearing before you today, to suggest 
subsidies or protection against ca competition. Our plea is simply 
for equality of competitive opportunity. American producers would 
rather devote their full energies to selling bicycles than appearing at 
congressional and governmental hearings. 

Our industry is one of America’s oldest mass-production industries. 
It is modern and efficient. It employs the latest production tech- 
niques and labor saving devices. In the past, as in the present, it 
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has pioneered many new industrial ideas and introduced many 
technical innovations. 

Many uninformed observers, who try to obstruct the operation of 
the escape clause, have proposed that we allow the foreign producers 
to enjoy the advantage of low price—that we overcome it by the 
sagen of American ingenuity and know-how. 

hat high-sounding argument, gentlemen, doesn’t face up to the 
realities of our marketplace. We bike people—like other industries— 
have no patent on brains and know-how denied to our competitors 
abroad. Bike making is big business abroad. 

It employs modern skills and technology. And it has one ace in 
the hole—foreign bike makers don’t have to pay American wages as 
we do in support of our high standard of living and better way of life. 

The argument of granting bike producers abroad the head start of 
low wages and beating them with other weapons is exploded by the 
experience of two of our principal component makers. The New 
Departure Division of the General Motors Corporation and the 
Eclipse Machine Division of Bendix Aviation have long been familiar 
and important names to us. 

I believe you will agree that they are recognized as being in the 
forefront of American industry. Together they supplied almost 100 
percent of all the brakes used by the American industry in the last 
30 years, yet these efficient mass producers who cannot be accused 
of inefficiency found themselves unable to compete with the lower 
wages paid in other countries. It must be clear that inability to 
compete does not reflect inefficiency. 

But to all intents and purposes those companies today have been 
“imported” out of the American bike business. Their modern and 
expensive brakemaking machinery is idle and hundreds of jobs have 
been laid to rest. Why? 

Because their prices were higher than those charged for the same 
item made abroad. Very reluctantly, but in an effort to keep their 
prices competitive with imports, American bike makers were forced 
to buy their brakes from foreign sources. 

We don’t know whether the brake divisions of those able companies 
will ever be able to resume operations. These major companies did 
not, of course, surrender their market here without a determined 
effort. They assigned engineers and other experts to consider the 
use of new automation-type machines. 

They considered new designs and new techniques. But they proved 
unavailing against the lower wage scales and equally competent 
technology of foreign brake producers. 

The inability of General Motors and Bendix to make a bicycle 
component at nearly the low price of their foreign counterparts 
mirrors the nature of our problem. And, it should be noted, that 
these American suppliers could not compete even though their product 
was and still is protected by a duty that is considerably higher than 
that applying to bicycles. 

We have no idea of how much time the Government’s negotiators 
took to twice decide to reduce our duty rates at Geneva when the 
tariff was cut on thousands of products. Nor do we know what 
knowledge they had of bike making here or abroad. 

All we know is that such people, however honestly intentioned they 
may have been, could not have possessed the intimate knowledge we 
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have. Nor could they have devoted more than a few hours making a 
decision on bicycle tariff involving the investments and destinies of 
thousands of Americans. 

As we understood it the “escape clause” provision was designed to 
correct any errors of commission on their part. Buy why should it 
be necessary to spend years to prove they made a mistake? And, in 
passing, we might note that prior to the tariff reductions, our industry 
submitted compelling evidence showing why duties on bicycles should 
not be reduced, unless our future was to be risked. 

Our experience with the “escape clause”’ permits us to point up still 
another weakness. After two long hearings, lasting more than 25 
months, the Tariff Commission collected a voluminous file on the bike 
industry. We have been advised that the Commission’s economists, 
researchers and other specialists devoted more time investigating and 
assessing our case than any other manufacturing industry problem to 
come before them. 

Despite the accumulation of this vast amount of material, econo- 
mists representing the Chief Executive, took issue with the facts. 
We are not aware of any similar group of personnel in the White House 
who are as well qualified as the Tariff Commission’s technicians in 
these matters. We respectfully urge that the Congress clarify the 
Commission’s competency with regard to evaluating the facts. 

It seems to us that if the Commission’s staff is unworthy of assem- 
bling and evaluating such key data—on which the survival of many 
industries is involved—then the matter should be studied. If the 
Commission’s competency is established—then the White House 
should be deprived of the power to override the facts. 

Petitioners for import relief are powerless to cope with still another 
aspect of current ‘‘escape clause’’ procedures which warrant corrective 
action in H. R. 10368. It concerns the fact that two sets of criteria 
must be satisfied—despite the fact that only the set of rules governing 
the actions of the Tariff Commission is published. The petitioner 
knows how to address himself to the criteria used by the Commission. 

But he is completely helpless and at a loss when faced with the 
undefined criteria of the White House. These deal with matters of 
international policy—of a delicate and intangible kind which may be 
totally unrelated to the needs of the domestic industry. That industry 
can only hope that its case is adjudicated at a time when international 
tensions are calm and quiet—if there is such a time. 

Even if an American industry wanted to employ experts to help it 
evaluate the industry’s problem against other international considera- 
tions, it could not doso. It can’t because the Chief Executive doesn’t 
conduct hearings after receiving a commission’s recommendations. 
Nor does he solicit written statements from the industry involved. 
Indeed, he doesn’t reveal the exact nature of the other considerations 
involved. 

It is impossible, therefore, for the escape clause to serve as an 
effective instrument, particularly since the petitioner has no status 
or day in court when the President makes the final judgment. 

With our own interests uppermost in our minds, but mindful, too, 
of the problem of other American industries, may we summarize the 
weaknesses of the present escape clause and further permit ourselves 
the liberty of offering a few suggestions as to how we believe these 
shortcomings can be rectified. 
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Our actual experience has shown the escape clause to fail of its 
purpose because— 

1. The machinery operates too slowly. 

2. The Tariff Commission is reluctant to recommend quotas 
because the last two Chief Executives opposed their use. 

3. Facts developed by the Tariff Commission can be ignored 
by the Chief Executive. 

4. Acceptance of the recommendations of the Tariff Commis- 
sion are not mandatory on the Chief Executive. 

5. The Chief Executive is given power which can be exercised 
without regard to the injury found to have been sustained by the 
petitioning industry. 

6. The Chief Executive utilizes a criteria which is not defined 
and therefore an enigma to the injured industry. 

7. In denying a favorable application, the Chief Executive 
does not give the petitioner an opportunity to present his views 
on the points at issue. 

It is our belief that these weaknesses can be eliminated in a most 
expeditious way. We propose that H. R. 10368 be amended to in- 
corporate the following: 

1. The Tariff Commission be staffed with additional personnel 
to adjudicate applications within 6 months of filing date. 

2. All Tariff Commission recommendations be forwarded to 
the United States Congress. If they are not acted upon ad- 
versely within 60 days, then it shall be deemed that congressional 
assent is given and the recommendations shall take effect. The 
President and State Department be urged to present their views 
to the congressional committee designated to review recom- 
mendations. 

3. The Tariff Commission shall be required to impose man- 
datory quotas, as an approved instrument of our trade policy, 
when such quotas are deemed essential. A bill has been intro- 
duced by Representative Davis and others—H. R. 10818— 
which would carry out these recommendations. We support 
this bill. 

The American bicycle industry supports the maximum extension 
of trade. We don’t feel, however, that it is desirable for our country 
to sacrifice some American industries in order to build up further 
export sales for other American industries. 

Moreover, if trade is used as an instrument of American statecraft, 
than we think the cost of such policies should be borne by all Ameri- 
cans rather than at the cost and sacrifice of a few selected industries. 

There has been much talk that our appearance here as well as that 
of numerous other organizations is part of what has been termed the 
“showdown”’ battle in the formulation of America’s trade legislation. 

Speaking for ourselves, we can assert that we’re here only because 
we want to endure as part of the American economy—to pay taxes, to 
create employment opportunities, to make our plans stable and pro- 
ductive, and as an industry, to serve our country in war and peace as 
we have since 1877—the year our industry came into existence. 

We are also here to oppose the viewpoint that our country’s position 
in world trade depends on a hard policy of sacrificing some industries 
to achieve our Nation’s goals. We can hardly believe that you, gentle- 
men, would permit that. That’s why we confidently appeal to you to 
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recognize the inadequacies of the escape clause and to strengthen it so 
that it becomes the workable device all of us want it to be. Thank you. 

The Cuarrman. Thank you. We thank you for coming before the 
committee and giving us the benefit of the bicycle industry’s views on 
the situation. 

Mr. Mason. 

Mr. Mason. I believe you said in 1950 only 1% percent of the 
American market for bicycles was taken over by the imports in 
bicycles? 

Mr. StorrrHAas. That is correct, sir. 

Mr. Mason. Then you said 5 years later in 1955, 40 percent of the 
American market for bicycles had been taken over by imported 
bicycles? 

Mr. StorrrHaas. Yes, sir; that is correct. 

Mr. Mason. Then you appealed and you did get a little increase in 
the tariff after 25 months. Now I want to ask you this: What is the 
situation today or in 1957, how much of the American market still goes 
to these foreign bicycle dealers? 

Mr. StorrrHaas. Well, it was 40 percent in 1955 and 1956. In 
1957 we were able to fight it back to 30 percent. However, we were 
only able to hold that 70 percent by selling our product at about cost 
es less in a desperate attempt to hang on until something is done here 
or us. 

Mr. Mason. You wouldn’t be satisfied, would you, if the Tariff 
Commission’s report on American industry under the law should go 
into effect automatically unless vetoed by the Congress? 

Mr. StomrrHAas. Yes, sir; that is what we believe. 

Mr. Mason. And that is what I believe. 

Mr. StonrrHaas. Thank you, sir. 

The Cuairnman. Mr. Eberharter will inquire. 

Mr. Esernarter. What is the list price of bicycles in this country 
in the retail market today, do you know? 

Mr. StorrrHaas. Well, the bicycles run in varying qualities as 
much as automobiles do. You might buy them from $29.95 up to 
say, $150. 

Mr. Eseruarter. Well isn’t it true, and I have been informed it 
is true, that the ordinary English bicycles sell for $10 to $15 more 
than the ordinary make of American bicycles in the retail stores? 

Mr. Srorerruaas. I don’t believe that is true, but it is not important 
because most of our trouble now comes from the continent, from 
Germany and Austria, where the bicycles are made in a State-owned 
plant that we built and equipped. As to the English imports, I will 
not agree that their price is $10 higher than the American bicycles, 
but I would say quality for quality and type for type their prices are 
lower than ours. 

Mr. Esernartrer. Well I know from personal experiences I have 
had or from conversations I have had with different persons that the 
prices of English bicycles are $10 to $15 higher per unit than the prices 
of the American bicycles. Don’t you think that is important? 

Mr. Storrr#aas. That isn’t what the Tariff Commission said in 
their report, Congressman. You must have run into some isolated 
case where the guy just happened to have high-priced English bi- 
cycles, but the records of the Tariff Commission indicate that the 
price on English bicycles model for model, quality for quality, is 
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lower than the American price. They established that after a long 
investigation. 

Mr. Esernarter. Well, I am glad to have that clarified for the 
record. I was under the impression that all British bicycles sold in 
the American market for $10 to $15 more than the American-made 
bicycles for the same type of quality. 

Mr. Srorrrnaas. That is not correct, sir. You have been misin- 
formed, I am sorry. 

Mr. Esernarter. Is it true then that misrepresentations have 
been made to me that foreign-made bicycles are much lighter in 
weight than American-made bicycles? 

Mr. StorrrHaas. We have lightweight bicycles. We have 
American-made lightweight bicycles in the Smithsonian and have 
never quit making lightweight bicycles. We make lightweight 
bicycles today. The records of the Tariff Commission will also 
indicate that. 

Mr. Eseruarter. Well then, I have been misinformed. Thank 
you very much. 

Mr. StroerrHaas. Yes, sir. 

The Cuarrman. Any further questions? Mr. Mason. 

Mr. Mason. If, and that is a big “if,” the English bicycles, quality 
for quality, sold for $10 more than the American bicycle, how many 
English bicycles would be sold in America, quality for quality? 

Mr. SrorrrsHaas. None. 

The Cuatrman. Any further questions? 

Mr. Mason. No. 

The Cuarrman. We thank you, sir, again, for coming before the 
committee. 

(The following material was submitted to the committee:) 

ELRaE EmpLoyess’ AssocIATION INDEPENDENT UNION, 
Buffalo, N. Y., March 26, 1958. 
Hon. Witsur D. MIs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 

Dear Srr: Our union represents the employees of Elrae Pressed Metals, Inc., 
of Buffalo, N. Y. 

We are exclusively engaged in bicycle parts and accessories. Since 1950 our 
business has gradually declined due to the importation of foreign bicycles on the 
American market. 

We need not bring to your attention that with the low labor costs in Europe 
imported bicycles are sold much below that of the American built products. The 
favoritism shown to foreign manufacturers has taken the bread and butter from 
our tables and made our industry a stepchild. If this condition continues to 
exist there will be no bicycle industry in America. At the present time all of 
our employees are on a part-time basis and many of our members have been laid 
off work entirely. 

It is difficult for us to understand how vour committee in this Government 
would allow good loyal Americans to suffer while you aid those in foreign countries. 
Your first duty as representatives of the American people is to protect your 
constituents and all of the citizens of this country. 

You have before you at this time for consideration H. R. 10368 commonly 
known as the Reciprocal Trade Act. We urgently and desperately ask your 
committee to so revise this act that we will be able to keep our heads above water 
in the bicycle industry so that at a time of recession such as we are going through 
now we will be able to survive and to meet this foreign competition on an even 
basis. We have the quality but only you and your committee can equalize 
our prices, 

Will you please bring our position to the attention of your committee so that 
favorable action can be taken to protect the American bicycle industry. 

Very truly yours, 
Aurrep Bocrek, President. 
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STATEMENT OF MORSE DELLPLAIN, PRESIDENT, THE WELSBACH 
CORP., PHILADELPHIA, PA. 


The CHarrMAN. Our next witness is Mr. Morse DellPlain. Mr. 
DellPlain, please come forward and give us your name and address 
and capacity in which you appear for the record. 

Mr. DetiPLain. My name is Morse DellPlain, President of the 
Welsbach Corp., Philadelphia, Pa. 

The CHarrman. You may proceed with your statement, Mr. 
Dell Plain. 

Mr. DetuPuLain. My name is Morse DellPlain. I wish to thank 
the committee for the opportunity to appear here today to express 
my personal views in support of the Trade Agreements Extension Act. 

I have been a lifelong Republican and earlier in my adult years an 
ardent protectionist, which policy I sincerely believe should have 
major credit for having brought about the marvelous industrial and 
economic growth which enabled our country to give such an out- 
standing account of itself in the two World Wars. 

Ever since the end of the first of these wars, however, the protec- 
tionist policy, in my opinion, has failed to recognize the definite 
change in world conditions and in our position with reference to other 
nations. I think the protectionist fails to take into account many of 
the factors which have so increased our country’s overall responsi- 
bilities to the rest of the world. 

Is it not that the greater the knowledge and ability of an individual, 
the greater is his or her responsibility? What is true of individuals, 
I believe is true of nations. 

I am here today speaking also as a businessman with considerable 
experience in the export field, although my business is in no way 
dependent for its success on foreign business. While I lay claim to 
no qualifications as an expert in the technicalities of the trade agree- 
ments program, I do have a broad appreciation of its purpose and a 
very deep conviction that its continuation is vital to the national 
interest. Furthermore, I feel that this continuation must be in a 
form and of a duration of time that will make concrete progress 
possible in the reduction of tariffs and a steady expansion in trade, as 
well as progress in the kind of international cooperation which con- 
tributes to the economic unity of the free world. 

The next few years represent what is clearly a period of crisis in 
the great ideological contest between the East and the West and 
one of the most important battlegrounds in this contest is the field 
of international trade. The concepts and practices to which each 
side is devoted are of a radically different character and objective. 
While we regard the international exchange of goods and services 
as a contribution to our economic health and progress in terms of 
the benefits both to individual citizens and to the nation as a whole, 
the Soviets regard international exchange as an instrument for political 
penetration and subversion. Any attendant benefits to the economic 
health of the Soviet Union and its bloc are incidental to the im- 
mediate purpose and in any case to be considered as additions to its 
monolithic strength rather than as improvements in the life of its 
citizens. We in the West have traditionally conceived of trade move- 
ments as determined by the sum of the individual choices and deci- 
sions made by thousands of businessmen and consumers. Inter- 
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national communism, on the other hand, holds that trade is not only 
susceptible to, but requires, central planning based upon prior judg- 
ments as to its most advantageous flow. 

These descriptions are, of course, oversimplifications, nevertheless 
there is a fundamental difference between state trading for the sake 
of the state and the western concept of individual trading for the sake 
of the general welfare and the welfare of the individual. The stakes 
of this conflict are not only the underdeveloped or neutralist parts of 
the world but ultimately the home territories as well. <A trading 
system based essentially on the principles of freedom, when facing 
heavy pressure from the state-directed system commonly finds itself 
forced, in sheer self-preservation, to adopt the practices of the other. 

The critical problem for us, therefore, is to develop a policy which 
will permit our system to operate at its most effective best and yet 
avoid a lapse into one based on central direction and state trading. 

This, I think, defines the issue before this committee—whether the 
Nation shall continue and strengthen its trade policy based on the 
Trade Agreements Act which it has been developing for 24 years, and, 
I think, successfully, or whether by a failure to extend it in a vigorous 
form, it shall reverse that policy and retreat into a measure of eco- 
nomic isolationism. 

Since the end of the Second World War the United States has 
strongly resisted tendencies toward state trading within the Western 
World. We have pushed, instead, for a general liberalization of inter- 
national trade, a reduction of tariff and other trade barriers; and above 
all for the retention both of the mechanics and the substance of inter- 
national trade in private hands. 

I repeat, that in my opinion we have had a considerable measure of 
success in this drive. It is, in fact, rather remarkable that in spite of 
the enormous problems attendant on economic recovery from the 
effects of war, so large a part of international trade still remains with 
private citizens. The policy has been to provide, by active coopera- 
tion, the opportunity for other nations to acquire stakes of their 
own in this system; to offer them a means by which they can assure 
their own economic development and increase their living standards, 
through cooperation with us, and I believe it has been a successful 
one. 

This policy, of course, has not been without opponents in its own 
house. This opposition takes many forms—not necessarily State 
trading——but such forms as restrictionism and protectionism. Oppo- 
nents of the policy abroad—and there are many both in the Socialist 
camp and among the die-hard cartelists—have seized upon our debates 
on this issue in the United States as an indication that the United 
States, for domestic political reasons, cannot maintain its proclaimed 
policy and each nation must thus take steps to protect itself. These 
steps would, of course, be in the direction of economic nationalism 
and greater protectionism. This is not to suggest that such regional 
economic arrangements as the European Common Market are inspired 
by these motives, but even there, there is no doubt that any United 
States retreat from its traditional policy of liberal multilateral trade 
will be interpreted as cause for regional nationalism. 

To say that the economic health, the strength, and the very security 
of the United States and the Western World depends upon the ex- 
tension of a fully effective Trade Agreements Act; that without such 
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an extension our system of economic cooperation and military alli- 
ances would deteriorate and ultimately collapse may sound trite or 
prosaic but, frankly, I myself see no basis on which these cooperative 
arrangements could continue were we to abandon our policy. 

Some may say that the issue is not really one of aeameae but rather 
one of whether we will maintain the status quo or make a material 
advance. Those who maintain that we should rest at status quo 
consider that our intention to trade with our friends and allies on a 
relatively liberal basis has already been amply demonstrated and that 
any further advance would be gratuitous in the light of what they 
describe as inequitable reciprocation on the part of our trading 
partners. And from this pomt of view, there is no reason why the 
strength of the free world or of its institutions need be affected at all 
by a United States resting on its oars in this field. 

I cannot agree with this status quo idea. We either advance or we 
lose ground. Developments around the world, the enormous prestige 
the Soviets have gained by their entry into the space age, the regional 
groupings in our own part of the world, the uneasy stalemate of mili- 
tary power, all present a challenge which cannot conceivable be met 
by standing still. It is certainly a serious mistake to maintain that 
the United States can hold its position of leadership, strengthen its 
free political and economic institutions, increase its standard of living 
and that of the non-Communist world, by proclaiming, in effect, 
that we have come this far in our trading relations but propose to go no 
further. 

In summary, it is my strongly held opinion that the Trade Agree- 
ments Act should be extended for a minimum period of 5 years; I 
would prefer a substantially longer period. It should contain at 
least the 25 percent tariff reduction authority proposed in the bill 
H. R. 10368 presently before the committee. Any lesser time period 
or lesser tariff reduction authority would be wholly inadequate, if for 
no other reason than that this is the period and the reduction for the 
first phase of the European Common Market. As you know, the 
Common Market schedule calls for a 30 percent tariff reduction among 
the 6 member countries with a 4-to-6-year period as a first phase. 

It we are to stay abreast of this liberalization soon to begin in 
Europe, and hope to participate in the new market to be opening up, 
at least this degree of authority must be in the President’s hands. 
In the broader sense, and specifically in our relationships with the 
vast underdeveloped areas of the world, if we are to prevent their 
economic subjugation by the Soviet through the tactics of state 
trade swidaitntilntinnd: the President must have this instrument in an 
adequate form. 

One last word. Please do not allow the trade agreements extension 
to be crippled by weakening amendments. As I have already indi- 
cated, I am not expert in the form these amendments might take, 
but I would urge the committee to examine closely any proposal 
which might be advanced, designed to reduce the scope of this legisla- 
tion. Only those who have been intimately associated with the 
workings of the present trade agreements over the past many years 
are best qualified to advise the committee on what changes, if any, 
should be incorporated. 

Thank you. 
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The Cuarrnman. We thank you, Mr. DellPlain, for coming before 
the committee and giving us the benefit of your views on this legisla- 
tion. 

Mr. Mason will inquire. 

Mr. Mason. I would judge, Mr. DellPlain, from your testimony 
that you were once a real Republican and now you are a modern 
Republican? 

Mr. DextuPuarn. I am a Republican. 

Mr. Mason. An Eisenhower Republican? 

Mr. DeuuP arn. I am a Republican. 

Mr. Mason. Well, I judge from your testimony you are an 
Eisenhower Republican and modern Republican. 

Mr. DeuiPuiain. They are not Eisenhower Republicans They 
are Republicans, in my opinion. 

Mr. Mason. That is all right. 

The Cuarrman. That has gone beyond the scope of our coverage. 

Again, Mr. DellPiain, we thank you for coming before the com- 
mittee. 


STATEMENT OF MORTIMER E. GRAHAM, GENERAL COUNSEL AND 
SECRETARY OF HAMMERMILL PAPER CO., ERIE, PA., APPEARING 


ON BEHALF OF AMERICAN PAPER & PULP ASSOCIATION 


The CuarrMan. Our next witness is Mortimer E. Graham. Will 
you identify yourself for this record by stating your name and address 
and the capacity in which you appear before the committee? 

Mr. Granam. My name is Mortimer E. Graham. I am the general 
counsel and secretary of Hammermill Paper Co. in Erie, Pa. but I am 
speaking today on behalf of the American Paper & Pulp Association. 

This statement of the position of the paper industry— including the 
manufacture of wood pulp and paper products within this term—in 
regard to proposed tariff legislation is made by the American Paper & 
Pulp Association on whose behalf I appear today. The American 
Paper & Pulp Association is the oveiall trade association of the in- 
dustry and is comprised of 14 divisional associations of which 280 
primary manufacturers of pulp, paper, and paper products are 
members. 

The paper industry believes that its place in the national economy, 
the character of its product, its experience in tariff matters, and its 
position in international trade render its opinions on tariff matters of 
particular value. 

The paper industry ranks fifth in size of all American industry. 
Its product is truly international in character, for it is used in every 
country in the world and is manufactured in almost every country 
where its basic raw material, chiefly coniferous wood, is available. 

In the field of international trade, the paper industry’s market 
which includes paper, paper products and woodpulp, for many years 
has imported much more than it has exported. In 1956, exports were 
somewhat under $280 million, while imports ran well over $1 billion, 
or close to four times the value of exports. Of the import items, less 
than 6 percent were dutiable; and those that were dutiable are esti- 
mated to have had an average duty rate of less than 9 percent ad 
valorem. 
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In other words, the paper industry is a “low tariff industry.” 
Under reciprocal trade agreements its tariff schedule has been lowered. 
Under these circumstances it might justifiably argue, from a viewpoint 
of self-interest, that reductions have gone far enough, and ddiat Legie- 
lative authorization for further reduction through extension of the 
Trade Agreements Act is not warranted. However, this industry 
neither reasons from that viewpoint nor reaches that conclusion. Our 
industry is confident that negotiations promoting international trade 
through the elimination or reduction of tariff and other import bar- 
riers aoalt be encouraged. 


THE TRADE AGREEMENTS ACT SHOULD BE EXTENDED 


The paper industry believes and advocates that the Trade Agree- 
ments Act should be extended for some reasonable period, but takes no 
position as to the exact number of years of extension. 

This legislation has now been on the statute books for nearly a 
quarter of a century. It has been repeatedly extended for various 
periods under widely varying circumstances of domestic and foreign 
economic prosperity, recession and depression. It has been extended 
in time of peace, in time of war, and in years of recovery from war. 
It has become an integral part of the foreign trade policy and practices 
of the United States. And today, when the Congress is faced with the 
alternative of another extension or an abandonment of the policy of 
“bargained tariffs’? as distinguished from “unilateral tariffs,” the 
United States is in a position of unquestioned leadership among the 
free nations of the world, with all of the responsibility inherent in that 
position. It has the responsibility to do everything reasonably calcu- 
lated to strengthen and unify the free world. 

In the postwar years in which this free-world leadership has emerged, 
the United States has encouraged and supported moves toward 
economic integration among the free nations of Western Europe, 
while bearing in mind that the basic initiative must come from those 
nations themselves. Fundamental in this support has been the im- 
plicit approval of the reduction of trade barriers by voluntary agree- 
ment between free nations. If the United States, in the context of 
this recent history and the present situation, should abandon and thus 
inferentially renounce the principle of international agreement on 
— and trade barriers, it would be abandoning its duty of leader- 
ship. 

TRUE AND MANDATORY RECIPROCITY 


But this advocacy of further extension does not imply that we 
believe the Trade Agreements Act has proved to be the perfect or 
final method of solving the intricate problems of international trade. 
The merit of its basic principle of reciprocity—the lowering of trade 
barriers by agreement—has too often bees issipated by agreements 
which are reciprocal in form rather than in substance. When a 
United States tariff is bargained downward in return for some com- 
mensurate lowering of the tariff of a foreign country, the agreement 
appears to be constructively reciprocal. But when the foreign country 
still imposes import quotas or currency controls, its concession in the 
tariff field is maining. 

As an example, in a reciprocal agreement Canada cut its duty on 
import of kraft paper in exchange for other concessions by the United 
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States. On the effective date of the duty reduction Canada placed an 
eeu on all imports of kraft paper. The United States went 
through with its concessions. he reciprocity was formal but 
meaningless. 

We urge, therefore, that the basic requirement of true and sub- 
stantial ey be made more clearly mandatory. Reciprocity is 
implicit in the concept of agreement upon which the act is based. It 
should be made explicit. 


NEGOTIATION WITH PRINCIPAL SUPPLIER 


Another aspect of reciprocity which has been overlooked too often 
is the necessity of the basic international bargain being with the prin- 
cipal foreign supplier. 

If under a bilateral agreement, the United States lowers a tariff rate 
in consideration of the other party making some commensurate 
concession, it would seem to make no difference whether the other 
party is the principal supplier of the commodity on which the United 
States has cut its rate. But of course the effect is not limited to the 
two parties to the agreement, for the ‘“‘most favored nation” treatment 
produces a multilateral effect, giving to the principal foreign supplier 
a benefit not measured by the Dilateral bargain. In other words, we 
have given up more than we have bargained for. 

In multilateral agreements the necessity for bargaining with the 
principal foreign supplier is just as great, or possibly greater. With 
many nations at the bargaining table the aim can well be the adoption 
of a sort of multilateral code of trade ethics, and the idea of a quid pro 

uo for each substantial concession—the whole basic idea of the 

rade Agreements Act—is subordinated. A rate may well be lowered 
in consideration of an ideological concession, or to strengthen a 
government sympathetic to our ideals. However, this is not the 
purpose of the Trade Agreements Act. The statute should not be 
permitted to be a tool for bargaining in the field of diplomacy but 
rather it should be an instrument for the furtherance of international 
trade. To assure that it be thus used, bargaining with the principal 
foreign supplier—manifestly the congressional intent—should be 
mandatory. 

TARIFF REDUCTION AUTHORITY 


The paper industry favors the tariff reduction authority requested 
by the administration insofar as it is based upon an annual reduction 
measured by percentage of present or prior rates, but is opposed to 
the proposed alternative of reduction by percentage points. 

The percentage point proposal would simply be unfair to those in- 
dustries with already low rates. For example, under the proposed 
authority to reduce by three percentage points, the 5 percent duty 
rate on fibreboard could be reduced to 2 percent ad valorem, or a 
reduction of 60 percent. 

This proposal is of vital interest to the paper industry because, as 
has been pointed out previously, the average ad valorem rate for all 
dutiable papers and paperboards is below 9 percent. The percentage 
point proposal actually discriminates against such an industry whose 
commodities have already lost the greater measure of their protection. 
There is no reason why this discrimination should be permitted. 

Tariff reduction authority should be on the basis of percentage, and 
not percentage points. 
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ESCAPE CLAUSE 


The paper industry endorses the proposed change in the basis for 
escape clause relief, from the 1945 rate to the 1934 rate. Domestic 
industries should not be sacrificed solely because the Executive is 
limited in the extent of escape clause relief which he can grant. This 
proposal thus would more readily enable the Executive to ameliorate 
import difficulties without resort to the imposition of import quotas, 
= are totally inconsistent with the entire concept of reciprocal 
trade. 

The CuarrMAN. Mr. Graham, I want to congratulate you on a 
very fine statement made in behalf of an industry which certainly 
enjoys a lot more imports than it enjoys exports. 

Mr. Granam. I don’t say we enjoy any. We have them. 

The CHarRMAN. Mr. Mason. 

Mr. Mason. If the things you pointed out were wrong in the 
operation of this thing, not in the objective, it could be corrected, 
and I thought they would be corrected, why I would vote for the 
extension of this thing for the first time in 24 years. 

Mr. Granam. Thank you, Congressman Mason. 

Mr. Mason. Those are the faults I have been finding with it all 
through. The objective, fine; the operation and the way it is ad- 
ministered, terrible. 

That is all, Mr. Chairman. 

(The following material was submitted to the committee:) 


Bemis Bro. Bae Co., 


New Orleans, La., March 7, 1958. 
Representative Witpur D. MiLLs, 


Chairman of the Committee on Ways and Means, 
House Office Building, Washington, D. C 


Hon. Mr. Mitts: We would like to go on record that we fully support the 
extension of the reciprocal trade program, H. R. 10368, and we take the liberty 
to urge you to have this bill extended at least 10 years more. 

We consider this program, which we believe was inaugurated in 1934, very 
successful in promoting international trade throughout the world and has resulted 
in progress and prosperity in our own country as well as to all friendly foreign 
nations. 

We strongly feel that world trade is necessary for world peace and that it is a 
recognized factor that nations and peoples buying from the United States must 
also sell to us in order to establish a mutually beneficial two-way international 
trade. 

Respectfully yours, 


F. Concna, Export Manager. 


NATIONAL PuLp & Paper Co., INC., 
New York, N. Y., March 18, 1958. 
Re H. R. 10368 
Hon. WiiBur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


HoNoRABLE Sir: We understand your committee now has under consideration 
the renewal of the Trade Agreement Act, and we should like to go on record as 
(1) supporting the 5-year extension that is proposed; (2) opposing the proposal to 
increase duties to 50 percent above the rates effective on July 1, 1934, in escape 
clause cases. 

Exports are directly dependent on imports for their continuance in volume, 
and our total overseas trade must suffer in direct relation to the lessening of 
imports caused by action on H. R. 10368 contrary to that recommended above. 
Unemployment has to increase by reason of a reduced volume of business in our 
mills and factories; first, among mill and factory employees themselves, and second, 
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amnene seamen, longshoremen, and others handling both export and import 
»usiness. 
Our economy cannot continue on a high level without action as noted above 
on H. R. 10368, and we respectfully ask your consideration accordingly. 
Yours very truly 





———Vice President. 





STATEMENT OF HAROLD COLE 


I want to put on the record the reasons which to my mind make the extension 
of the Trade Agreements Act, in accordance with the recommendation of the 
President of the United States, a legislative imperative in 1958. 

Department of Commerce figures show that over 4,500,000 workers in industry 
owe their jobs to foreign trade. In the paper industry, fifth ranking American 
industry, in which I have worked for over 30 years, over 10 percent of the jobs 
are dependent on foreign trade. Many sectors of American manufacturing and 
agriculture sell an increasingly large part of their output abroad. These people— 
manufacturers, farmers, and wage earners—are vitally important to our pros- 
perity. They are substantial customers of the paper industry. The level of 
their exports and the size of their paychecks make a considerable difference in 
the amount of paper products they buy. 

But we have to look beyond the direct exports of our own industry to appreciate 
the full significance. of our commercial stake in world trade. Recent figures on 
the indirect exports of our industry were well in excess of $200 million per annum— 
a not inconsiderable sum in itself. But our direct exports—occurring through 
our industry’s sales to American producers who, in turn export—are also signifi- 
cant. 

Let me give you a few examples of the importance of our indirect exports— 
based on a Department of Commerce study. This study shows that in 1947 
each $1 million of motor-vehicle deliveries required the production of $3,600 in 
pulp mills, $8,500 in our paper and board mills, and $10,000 in converted paper 
products plants. On this basis, the 1953 exports of $1.4 billion in motor vehicles 
required production in pulp mills of $5 million, in our paper and board mills of 
$12 million, and by converted paper products manufacturers of $14 million. If 
motor-vehicle exports were to fall by roughly one-half to their 1950 levels, the 
required production in our pulp mills would also fall by some $2.5 million, in 
paper and board mills by more than $6 million, and in converted products plants 
by $7 million. 

The Department of Commerce study also indicates that electrical equipment 
and industrial machinery exports accounted for a substantial portion of the total 
paper industry’s production. These exports, together with motor-vehicle exports, 
made up one-quarter of total American merchandise exports in 1953. Any signifi- 
cant decline in such exports would seriously affect paper sales receipts. If, for 
example, American exports were to drop to 1950 levels, paper export sales would 
decline by one-half to approximately $100 million. Indirect paper exports would 
also decline by an estimated $32 million. This total decline of $132 million would 
be at least four times the value of dutiable imports of paper and paper products. 

These examples pose for all of us a very real issue regarding the self-interest of 
our industry in world trade. High levels of American exports mean substantial 
sales and profits and jobs to the paper-industry. High levels of American exports 
require increased imports so that foreigners can earn dollars to buy our exports. 
They also require a lowering of trade barriers abroad. Increased imports require 
liberalization of present American trade restrictions—especially the uncertainty 
that surrounds our foreign trade policy. Thus, freer world trade is essential to the 
preservation and growth of our own markets throughout the world. 

It seems to me that very often the threat of foreign competition to the paper 
industry has been greatly exaggerated. Let’s look at the record again. Since the 
early 1930’s our duties on paper and board imports have been reduced by two- 
thirds. In the process, dutiable imports have increased from about one-half of 1 
percent to slightly less than 1 percent of comparable domestic production. 

I have been painting the picture with a pretty broad brush and may sound like 
a big foreign trader. Actually in the fairly small business which I own exports 
are nonexistent. My main concern is about 50 exclusive accounts in non-over 
lapping trading areas all over this country (for example, my Washington account, 
in my trade name of Martha Page, is Frank R. Jelleff, Inc.). Because I style high 
fashion special occasion gift packaging for the home market such typically Ameri- 
can themes as Mother’s Day are naturally highlights. Such a program doesn’t 
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lend itself to export. But in getting new ideas and “gimmicks” for “tie-ons” I 
frequently look for foreign goods. (I have, on occasion used Swiss foil paper.) 
This is natural for two reasons; first, new styling, and second, cheaper “tie-ons.”’ 
These “‘tie-ons’’ are items which are put on the package, usually affixed to the 
ribbon itself as one might a candy cane at Christmas, a flower in the spring, a 
rattle on a baby present, etc. 

Now, because of the nature of the end use of these items, they are small physi- 
cally and small in their market potential. They are developed for a market that 
is purposely limited by my accounts for the sake of exclusivity. Hence the items 
are mostly handmade. Now, handmade things are expensive in the United States, 
and I know many of our handcraft industry people want protection; but, my feel- 
ing is let us make only the things in which we excel and can do cheaper than any- 
one else. Then we can trade the things in which we use our labor and capital 
more efficiently for things that don’t lend themselves to our typical type of man 
production (nor to the high wages that go with it). Why should we think of weak- 
ening, now, an integral instrument of this Nation’s foreign policy to render aid 
to domestic industry just because it is faced with a normally recurring business 
problem of technological change? Our prosperity has been built on competitive 
advantage and the best interests of more than 95 percent of our people are served 
thereby. 

Now that I’ve shown I remember the teachings of the classical economists let 
me return briefly to my business. My job is to get together the fanciest paper, 
the best ribbon, and the most attractive ‘‘tie-ons’” at the cheapest price for my 
customers. I have to sell the “sizzle” not the steak—and the American woman 
is choosey with her dollars. If I find some articles on my travels abroad to incor- 
porate in my packaging ideas I should be allowed to bring them back with a mini- 
mum amount of custom redtape and duty. I know the styling the consumer 
wants and my business success depends on satisfying it. What I must put together 
for my customers is the newest, smartest, most interesting, and best quality:-com- 
bination package obtainable at the lowest possible price regardless of what nation 
in the free world produces the materials. 

More important certainly than all these little facets of my own business is that 
my travels in various countries have reinforced my feeling that our allies must 
trade with us in order to continue expanding their own economy. Ask anyone 
who has been abroad recently. If we turn our back on them now, all our preach- 
ments about the United States contribution to world economic development via 
the free-enterprise system will go down the drain. Our best hope to keep our 
committed friends (and impress the “noncommitted third’’) is to prove to them 
that our free-enterprise system is not only the golden goose in the American 
barnyard, it can be one of the essential materials with which to build a perma- 
nent bulwark against aggressive communism. My conviction grows daily that 
increased trade with other countries offers the best long-range hope for economic 
prosperity for all nations, especially our own; and, secondly, that the first essential 
step toward this goal in our present economic and political position is to extend 
the Reciprocal Trade Agreements Act. 


AMERICAN GREETINGS CorRP., 
Cleveland, Ohio, February 11, 1958. 
Ways AND Means CoMMITTrEE OF THE HovusE, 
New House Office Building, Washington, D. C. 


Dear Str: Attached is a statement I would appreciate your making a part of 
the hearings relative to the extension of the Reciprocal Trade Agreements Act 
currently before the Ways and Means Committee of the House. 

Sincerely, 
James W. Rockwe., Export Manager. 





Re extension of Reciprocal Trade Agreements Act 
Ways AND MBANS COMMITTEE OF THE Hovss, 
New House Office Building, 
Washington, D. C. t 
GENTLEMEN: It is needless for me to expound the pros and cons of the subject 
before your committee. Volumes have already been written on this subject setting 
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forth facts as each group sees his own personal position in relation to the extension 
of the Reciprocal Trade Agreements Act. Perhaps this is where we are all at 
fault. Are we thinking of our selfish personal interest or of our country’s interest, 
of the people’s interest? In times of national emergency the populace of this 
country has never hesitated to make sacrifices where our future or our way of 
living was being threatened. 

Today such a situation exists. Soviet Russia has declared war on our way of 
living and on our economics partners. It is a matter of survival. Can we afford 
to stand idly behind a Maginot line and believe that we are safe from the effects 
of Soviet trade? Our trade supremacy has been challenged. Can we afford to 
duck our responsibilities? In my opinion this is the essence of the problem. Of 
course, there are other reasons such as the effect on the St. Lawrence River 
project, the effect on agricultural interest, chemical interest, but doesn’t it boil 
down to something bigger than all of this? Don’t we have a moral obligation to 
the rest of the free world to keep it free? 

Our copartners have finally gotten together to form a European Common 
Market. They have set aside problems of nationalism recognizing that there were 
far greater advantages in uniting. How will our exports ever be accepted if we 
set up barriers which prevent Europe’s imports? We either accept this unification 
= fact and work with it or isolate ourselves and force our friends to trade with 

ussia. 

In my job as export manager I have been fortunate to have traveled rather 
extensively over the last 8 years. There is hardly any place outside the Iron 
Curtain that I haven’t visited and doesn’t need and want our products in far 
greater quantities than we are presently shipping. One big problem, however, 
prevents this and that is our policy of high protective tariff for the benefit of the 
minority. Naturally we must be paid in dollars, but we must give our friends a 
chance to earn those dollars by buying their products. Russia has made her 
plans clear. We must make our position clear and lead from strength rather than 
negative weakness. 

For the above reasons and my personal convictions gained from traveling and 
knowing many of our overseas allies, I implore that we show our interest with 
positive action and extend the Reciprocal Trade Agreements Act for another 
10 years. 


Scotr PapPer Co., 
Chester, Pa., March 21, 1958. 
Hon. Wita0r D. Muis, 
hairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Str: This year there are three basically new elements in the fight over the 
reciprocal trade program. In the 24 years that this program has been in effect 
the general arguments in favor of its continuance have been of an economic 
nature. The proponents have effectively demonstrated that a generai lowerin 
of trade barriers, both in the United States and throughout the world, have asta 
in higher levels of trade, expanding economic opportunities, and higher living 
standards. This has been particularly true in the United States, and in each ex- 
tension of the Trade Agreements Act it has been emphasized that such extension 
was in the purely selfish interests of our own country. 

Since the last extension in 1955, however, 3 very important things have 
happened. First, the Soviet Union has embarked on an extensive program of 
economic penetration in all areas of the world. This penetration has been 
characterized by offers of long-term trade contracts, capital investment, and tech- 
nical assistance. While they have apparently not yet begun to conduct pre- 
clusive buying, we may be sure that this is in their arsenal for future use. he 
United States is faced with the challenge that a considerable part of the world 
may be led to accept not only the Russian offers but the political penetration which 
is sure to follow. 

The second new element in the issue this year is the European Common Market 
made up of Germany, France, Italy, the Netherlands, Belgium, and Luxembourg. 
These 6 countires have, of course, agreed by solemn treaty to eliminate all tariffs 
and quotas among themselves within a period of 12 to 15 years. They will 
establish as an external tariff the average of the tariff rates presently in force. 
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The problem before the United States is whether the average tariff level can be 
reduced so that the United States goods may maintain their markets within the 
6 countries in spite of competition from European goods moving freely within 
the area of the 6. This, however, is only part of the problem. 

United States trade with the Common Market Community represents 12 
percent of all exports. The higher eel standards and increased economic 
activity likely to be generated by the large free market area of 150 million people 
offer the United States, in the long run, vastly larger opportunities than we have 
had in the past. This can be true only if our mutual tariffs are reduced. Finally, 
there is the question of the orientation of Europe under this new integration. 
Will it turn inward upon itself or outward toward the United States and the rest 
of the world? The direction of that orientation will depend in large part upon the 
kind of a trade policy we maintain. 

The third new element is the current recession in the United States. In the 
latter part of 1957 and early 1958 our exports have fallen substantially. This 
has been a key factor in our current slowup. It would be the height of folly to 
enact legislation which would further contract our exports by limiting our imports. 
This is what happened in 1950, when we passed the highest tariff act in our 
history and intensified the depression we were already in. We cannot afford to 
make such a mistake again. 

For the reasons here indicated I wish to urge the committee to approve H. R. 
10368 for the full term of 5 years and with tariff reducing authority He 25 percent. 
Nothing less will do. 

Tuomas B. McCasp, President. 





KIRKLAND, FLEMING, GREEN, Martin & ELLIs, 
Washington, D. C., March 21, 1958. 
Hon. Wiisur D. MILts, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Mitts: As counsel for the Ontario Paper Co., Ltd., we transmit 
herewith the statement of our client in support of the Trade Agreements Extension 
Act, currently the subject of hearings before your committee. 

We respectfully request your consideration of these views and that they be 
included as part of the record of these hearings. 

Respectfully submitted. 

Perry 8S. Parrerson. 


STATEMENT OF ONTARIO Parer Co., Ltp., in SUPPORT OF THE TRADE AGREEMENTS 
Extension Act or 1958 


The Ontario Paper Co., Ltd., of Thorold, Ontario, Canada, respectfully sub- 
mits its views in support of the Trade Agreements Extension Act of 1958. 

The Ontario Paper Co., Ltd., is a subsidiary of the Tribune Co., Chicago, IIl., 
the publisher of the Chicago Tribune and owner of the capital stock of News 
Syndicate, Inc., the publisher of the New York Daily News. It is engaged pri- 
marily in the production of newsprint which it supplies to the Chicago Tribune 
and the New York Daily News. It was organized in 1912 and now operates two 
paper mills in Canada, one at Thorold, Ontario, on the Welland Canal approxi- 
mately 30 miles from Buffalo, N. Y., and the other through its wholly owned 
subsidiary, Quebec North Shore Paper Co. at Baie Comeau, Quebec, on the St. 
Lawrence River. 

The United States and Canada have undertaken the joint defense of the North 
American continent and no other two countries in the free world have a greater 
unity of interest or are more mutually dependent, both economically and mili- 
tarily. However, despite this long mutuality of interest, recent developments 
in the foreign trade policies of both nations threaten the solidarity of the historical 
association. It is with vivid awareness of the need for reinforcement of these 
vital ties that the Ontario Paper Co. presents its views to this committee. 

The renewal by Congress of the President’s authority to negotiate mutually 
beneficial tariff reductions is unquestionably in the best interests of both the 
United States and Canada and vitally essential to the development of their inter- 
dependent economies. 

Although the Ontario Paper Co. recognizes that this committee is concerned 
primarily with the broad domestic and international problem underlying renewal 
of the Reciprocal Trade Agreements program, it desires to present its case history 
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to illustrate the mutual benefits which result to the United States and Canada 
from the intelligent implementation of this program. 

Canada is the principal supplier of newsprint to the United States and standard 
newsprint paper is not subject to duty upon importation to the United States. 
This is not the case, however, with respect to byproducts of formerly discarded 
waste materials of pulping, in the development of which the Ontario Paper Co. 
has pioneered. 

Prior to World War II, approximately half of the basic raw material used in 
newsprint production, softwood pulp, was wasted. As a result of extensive 
research and investment in experimental facilities, the Ontario Paper Co. has 
developed and is still developing commercial uses for the waste sulphite liquors 
formerly washed down the sewers at the paper mills because no one knew how to 
use them economically. 

During World War II it was discovered that industrial alcohol, not wood 
alcohol but grain alcohol from wood (ethanol), could be produced economically 
from waste sulphite liquors and the alcohol produced in Canada in this manner 
by the Ontario Paper Co. constituted a significant and substantial contribution 
to the United States synthetic rubber program and to the prosecution of the war 
effort in general. 

In 1944 the research department of the Ontario Paper Co. began to explore 
the development of additional byproducts from the softwood pulp wastes. It 
was known then that aromatic or ring-type compounds could be formed by 
appropriate treatment of the waste sulphite liquors resulting from the manu- 
facture of sulphite pulp. Such chemical compounds fell within the 1930 Tariff 
Act classification of coal tar products, the production of which domestically 
in the United States was encouraged and supported by prohibitive tariffs as a 
result of the experience in World War I when the supply of crude and finished 
coal tar products was practically cut off even before the declaration of war on 
Germany. Vanillin was, in 1930, produced in the United States as a coal tar 
derivative. 

The high protective tariffs referred to were adopted in order to eliminate the 
dependency of the United States on Germany or any other country for those 

roducts, although at that time it was Germany which controlled on a worldwide 
asis the entire dye stuffs industry. 

The initial byproduct developed by the Ontarior Paper Co. after ethanol was 
vanillin which is used in large quantities in the United States in the baking, ice 
cream and confectionery industries and as a perfume material. It was in 1944 
protested by a tariff of 45 percent ad valorem, plus 7% cents a pound. This duty, 

ased on American selling price, was intended to be and was, indeed, prohibitive of 
imports. Research by the Ontario Paper Co. indicated that commercial produc- 
tion of vanillin was feasible except for the fact that the Canadian market plus the 
overseas markets available to Canada were too small to justify building a com- 
mercial plant and the United States market was foreclosed by the then existing 
tariffs. 

The tariff obstacle would have been an insurmountable barrier to the develop- 
ment of the commercial production of vanillin had it not been for the 50 percent 
reduction of the United States duty on vanillin negotiated between the United 
States and the Canadian Government under the Reciprocal Trade Agreements 
Act at the International Conference on World Trade held in Torquay, England, 
in 1951. The ultimate reduction in duty on vanillin has resulted in a duty of 19 
percent ad valorem, on the basis of American selling price, plus 3 cents a pound. 

It is beyond question that the development of vanillin in Canada on a com- 
mercial scale by the Ontario Paper Co. would not have been accomplished without 
the tariff reductions made possible under the Reciprocal Trade Acts. It should be 
emphasized that the manufacture of vanillin from coal tar intermediates has now | 
been completely discontinued in the United States and there no longer exists any 
economic reasons for the protection of the domestic manufacture of this product. 
It is also a fact that United States production of vanillin has increased steadily 
and that, notwithstanding, there is not a surplus of that product in the United 
States at the present time. 

Of important significance also is the fact that since the Torquay agreement of 
1951, the price of vanillin in the United States has not been materially affected. 
According to the “Oil Paint and Drug Reporter,’’ a trade publication, from 1951 
through March 1, 1956, the price of vanillin remained stable at $3 a pound. In 
March 1956 the general average selling price of vanillin was $2.75. However, in 
March 1957 the domestic pricing practice with respect to vanillin was changed to 
a quantity and package size discount schedule and at present, for tariff purposes, 
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the American selling price of vanillin in usual wholesale quantities is now $2.95 
per pound and the range of prices today is from a minimum of $2.85 per pound to 
$3.40 per pound, coe a on quantities and package sizes. 

It is the Ontario Paper Co.’s experience that vanillin production in the United 
States is concentrated essentially in two of the largest United States chemical 
companies and that within those companies vanillin is, volume and dollar wise, a 
product of minor significance. Both of these companies now utilize sulphite 
pulping residues as raw material. These same United States chemical companies 
operate numerous foreign subsidiaries which sell their many chemical products, 
including vanillin, throughout the world. 

It is obvious that the development of vanillin production from the sulphite 
waste liquors of newsprint manufacture on a commercial basis in Canada has been 
stimulated by and directly attributable to, the Reciprocal Trade Agreements pro- 
gram. The commercial production of vanillin has resulted in the discovery that 
commercial production from wood pulp wastes of other aromatic or ring-type 
compounds has a very real potential in a proper tariff environment. Presently, 
related aromatic compounds derived from sources other than wood pulp wastes 
are used in the chemical industry as intermediates in the production of eaeiosiven, 

harmaceuticals, plastics, dyestuffs, perfumes, flavoring extracts and solvents. 
t is a certainty that with economic stimulus an appropriate research program 
would yield many commercially useful chemical compounds of the aromatic type. 

Notwithstanding the fact that the protective tariff policy in effect since World 
War I resulted in a most substantial domestic chemical industry, the supply of 
coal-tar products became acutely short during World War II and strict allocation 
was necessary in order to meet military requirements. There were few items in 
shorter supply during World War II than coal-tar products and derivatives of the 
type that potentially can be produced from the waste sulphite liquors left over 
from newsprint production. Coal-tar products were strictly allocated since they 
were used in the manufacture of drugs, anesthetics, antiseptics, and quite a wide 
variety of analgesics, and also the manufacture of TNT, picric acid, tetryl and 
tetranite aniline. Phenols of the type which eventually may be derived from 
woodpulp wastes were used principally to produce a wide variety of plastic 
materials. 

There is no doubt that in the event of a future war that the need for these 
materials will be substantially greater and accessibility to adequate sources of 
supply even more critical to survival. 

There is also no doubt that much wider uses would be developed for the by- 
products of newsprint manufacture if they could be produced more cheaply, 
and specifically with respect to the aromatic chemicals containing, as they do, 
the benzene ring, adaptable for use in a wide variety of materials including plastics 
and dyestuffs. As pointed out, unlimited supplies of the waste materials from 
which these critically important chemical compounds may be produced are 
available, and similar or related compounds will be developed in Canada provided 
realistic tariff adjustments are made to encourage their production. 

Development in Canada of a large-scale chemical byproduct business based 
upon sulphite pulping residues of softwoods does not involve any serious com- 
petitive implications to the United States economy. The availability of residues 
from the sulphite process in the United States is limited because of the depletion 
of the necessary species of softwood. Moreover, the preponderance of softwoods 
and hardwoods in the United States are of the type which are technically more 
suitable for other methods of processing, such as kraft, and the trend durin 
recent years has been toward the use of these other processes. Vanillin an 
related compounds cannot be produced economically from such pulping residues. 
On the other hand, the Canadian forests are primarily of such softwood species 
that can be and are subjected to the sulphite process. 

The pulp and paper industry in Canada is most anxious to develop commercial 
uses for the pulping residues now being discarded. However, as already stated, 
the market in Canada for these chemicals is limited, and to justify any large ex- 
penditures for research and the construction of plants, it is essential that there be 
the stimulus of a healthy trade environment. 

The natural market for these products is the United States chemical industry 
and it is beyond question that that industry as a whole would benefit if a new and 
creative chemical industry along the lines suggested can be developed in Canada, 
The new chemical compounds which already have become available and those 
which would become available in the future, would make possible expanded uses 
of these materials and would form the base for new industrial opportunities in 
ee United States which would be of great value both in time of peace and in time 
of war. 
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The circumstances which motivated the original adoption of prohibitive tariffs 
with respect to coal tar byproducts, and specifically aromatic chemicals, closely 
related as they were to the effect of the dependency of the United States on 
Germany as a source of supply of coal tar products, are entirely unlike those 
which now exist with reference to those chemical substances which can now be 
developed in Canada. Had the coal tar industry originally been a Canadian 
rather than a German industry the crisis with respect to coal tar derivatives and 
dyestuffs which developed in World War II would never have occurred and coal 
tar products would never have been singled out for the special protection ac- 
corded them in paragraphs 27 and 28 of the Tariff Act of 1930. 

Although the American chemical industry has expanded tremendously since 
1930, it is in the obvious self-interest of both the United States and Canada to 
develop the production from newsprint waste material in Canada of chemical 
products which complement United States production, create new uses in peace- 
time, and provide an invaluable safeguard in time of war. 

Particularly pertinent to this aspect of the problem are the remarks of Secre- 
tary of Commerce Sinclair Weeks before the House Ways and Means Committee 
on Monday, February 17, 1958, in the course of which he referred to certain 
spokesmen for domestic industries who complain publicly about competitive 
imports even though their products are exported in much larger volume than 
they are imported. Secretary Weeks stated: 

“‘As I look at the figures, ¢ wonder if such spokesmen are bearing in mind the 
stake which their own industries have in the maintenance of export markets, 
and if they realize how much they themselves might risk should the United 
States follow shortsighted policies leading to shrinkage of our markets abroad. 

“Let us look, for example, at our chemical trade. In 1953, we exported about 
$900 million worth of chemicals and allied products and imported some $450 
million worth. Our exports of chemicals have risen steadily, and by 1957 totaled 
$14 billion, roughly 70 percent above the 1953 level. Our imports, on the 
other hand, have remained at or below the 1953 level throughout this period. 

“This does not strike me as the record of an industry in dire jeopardy from 
import competition. Rather, it suggests an industry with a vital stake in keeping 
as clear as possible its channels to export markets.” 

Expansion of the Canadian chemical industry in the field of byproducts of 
newsprint production has been fostered by the program of tariff reductions 
under the Reciprocal Trade Agreements Act. The continued development in 
this area will be fostered by the judicious and discriminate exercise of the author- 
ity contained in the Trade Agreements Extension Act of 1958. At the present 
time, it remains extremely difficult for Canadian producers to compete in United 
States markets with domestically produced chemicals so long as the tariff pro- 
visions covering coal tar products remain at such high levels. Further tariff 
reductions will supply an additional spur for research and development and will 
give to Canadian industry the incentive to develop the production of chemicals 
— to both the United States and Canada in times of peace and in times 
of war. 

The long-term advantages of enactment of the Trade Agreements Extension 
Act of 1958 to the United States and Canada in the field in which the Ontario 
Paper Co. has directed its efforts can be summarized as follows: 


TO THE UNITED STATES 


1. New aromatic chemical compounds derived from waste pulping residues 
would become available and stimulate the development in the United States of 
new chemical products and processes. 

2. The availability of vanillin, not alone for flavoring or perfuming, in larger 
quantities at a reasonable cost would make possible the substitution of the vanil- 
lin molecule as a benzenoid intermediate for other more expensive intermediates 
now being used in certain synthetic organic chemical processing. 

3. The domestic vanillin shortages which have appeared periodically would be 
alleviated thus providing a more stable market and stimulating the expansion of 
the uses of vanillin. 

4. The creation of a new market in the United States for byproducts produced 
from waste pulping residues currently being wasted would make available to 
Canada additional American dollars with a resultant expansion of its purchases in 
the United States and improvement of its trade imbalance. 

5. The United States, as the largest consumer of Canadian newsprint and a 
major newsprint producer itself, cannot help but benefit from the development of 
broader uses for the byproducts of newsprint production and the resultant greater 
stability of the newsprint industry. 
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TO CANADA 


1. Continued stimulus will be given to the development of a new chemical in- 
dustry in Canada based upon the effective utilization of waste pulping residues. 

2. The continued waste of a potentially valuable raw material (softwood pulp- 
ing residues) would be significantly reduced. 

3. The diversification which would occur in the operation of the pulp and paper 
industry would aid that industry and tend to stabilize employment and earnings. 

4. The significant increase in dollar exchange which would become available 
with the development of the new chemical industry would result in the establish- 
ment of a broader market for the products of industry in both countries. 


STATEMENT OF IRVING JAY FAIN, PROVIDENCE, R. I., ON BEHALF 
OF THE NEW ENGLAND EXPORT CLUB 


The CuarrmMan. Our next witness is Mr. Irving Jay Fain. Will 
you please come forward, sir, and identify ourself. We know you 
are a constituent and friend of a member of this committe, but for the 
purpose of the record please identify yourself. 

Mr. Foranp. First, I want to say that I am very happy to have Mr. 
Fain here to day not only as a constituent, but as a personal friend of 
mine. I have known him and his family for quite a number of years 
and I take pride in telling the people that I meet, everyone, that I 
wish there were more Fains, more people of the same type in the 
country today, because they are operating a number of businesses 
and they are people with foresight, people who can anticipate situa- 
tions and meet those situations in a way that they keep our people 
employed. I am very happy to have him here today. 

Mr. Farn. I am honored and flattered, Mr. Chairman, and a little 
bit nonplussed, because I was at the point of saying that I was pleased 
to be the friend and constituent of Mr. Forand. I think you under- 
stand my sentiments. 

The CuarrMan. All right, sir, have a seat and proceed. 

Mr. Farn. My name is Irving Jay Fain. As a lifelong resident of 
Providence, R. i. I have the honor of being a constituent and friend 
of your committee member, Aime J. Forand. As a private business- 
man, I am an officer in several family-owned manufacturing firms in 
Rhode Island: The Apex Tire & Rubber Co., the Thompson Chemical 
Co., the Tower Iron Works. Extracurricularly, I am past president, 
and currently chairman of the Government Liaison Committee, of the 
New England Export Club, in whose behalf I am appearing today. 

The New England Export Club, 15 years old, consists of 300 mem- 
bers, including most of the active exporters of the New England 
States, together with their associates in banking, insurance, shipping, 
and so forth. 

At the outset of this testimony, I present the following resolution in 
respect to the Trade Agreements Act, which resolution has been 
approved by a mail poll of the membership, who have responded with 
a vote of 98 in favor and 3 opposed. 

RESOLUTION OF NEW ENGLAND Export CuiusB, Boston, Mass., Marcu 12, 1958, 
on H. R. 10368—Trapr AGREEMENTs AcT 


The New England Export Club has frequently affirmed its strong support of 
liberal trade programs in general, and the reciprocal trade agreements program in 
particular. 

We advocate renewal of the reciprocal trade agreements program, for the 
following reasons: 

1. The increasing flow of international trade benefits the economies of all the 
trading partners, including our own economy. The reciprocal lowering of trade 
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barriers permits our country to import more of what it can buy more cheaply 
elsewhere; and provides larger markets for the export of what we produce with 
relatively greater efficiency. The general economic welfare of the Nation must 
transcend the apparent immediate interests of particular industries and areas. 

2. The new European Common Market presents our export industries with an 
unusual danger affecting our exports to Western Europe, which can be met by the 
United States through long-range negotiation under the reciprocal trade agree- 
ments program. 

3. The continuing economic development of other nations with whom we trade, 
depends to a great extent on their ability to increase their trade with us. 

4. The Soviet-China bloc has declared economic warfare on the United States. 
Sputnik has shown that this economic threat cannot be taken lightly. The third 
countries of the world are being enticed into the trading systems of the Soviet- 
China bloc. For political as well as for economic reasons, we must make it 
easier for third countries to expand their trade with us, rather than with the Soviet- 
China bloc. We recommend the following provisions: 

1. That the extension be for a long period of time, preferably for 11 years, and, 
in any event, for an odd number of years. 

2. That the President be given authority to negotiate reciprocal reductions of 
existing tariffs. 


3. That quota restrictions on imports be avoided except in unusual and critical 
situations. 

4. That invoking of the escape clause place the burden of proof on the applying 
industry, stress the overall economic effect, and give to the President final decision; 
and that increases permitted under the escape clause be at a lower maximum than 
50 percent above 1934 rates. 

5. That the act be free of crippling amendments. 


At this time, let us briefly treat a single aspect of the economic 
side—this matter of protection. When we protect certain economic 
activities by restrictive tariffs and quotas, what we are in effect 
doing is to direct all economic activity. In the long run, an increase 
in the volume of imports inevitably results in an equivalent increase 
in the volume of exports. This statement, in almost identical word- 
ing, was made here a half an hour ago by a representative of the 
manufacturers of bicycles. When Government action through tariffs 
and quotas reduces the volume of imports of certain goods, it thereby 
reduces the volume of exports of certain other goods. In essence, 
protection is an effort to preserve the status quo. Is such the intention 
of Congress? 

Rather, is it not our widely advertised claim that the strength of 
the American economic system lies in the fact that it is not rigid, but 
flexible? Is it not a fact that our business activity does change con- 
stantly; and that these changes for the most part originate from within 
our own economy, not from imports? There are technological changes 
of new materials, new methods, new products. There are sociological 
changes of style, living habits, population shifts. These changes are 
responsible for the constant flux in the way capital and labor are 
employed in the American economy. 

Does this not make clear that the problems of industries and areas 
suffering from change cannot be solved by treating the relatively 
minor symptom of imports? Were we to attempt to protect industries 
and areas from the economic impact of change, we would open up a 
Pandora’s box of restrictions and directions which would become 
increasingly impossible and ridiculous the more we tried to 
implement them. 

America does not accept the premise that every factory, farm, and 
mine has the constitutional right to produce the same product in the 
same way in the same quantity at the same location; and that every 
worker has the constitutional right to continue in the same work in 
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the same place—all protected against change. The American eco- 
nomic philosophy is based on the opposite premise: That change is 
inherent, that change is essential, that changeis good. Ifthe Congress 
were to be consistent in its protection of intrest ates and businesses, 
it would try to protect them against change from all causes, not just 
from imports. 

Should the Congress adopt such a new policy of preserving the 
business status quo? Let us pinpoint some of the ramifications of 
such a policy. For this investigation, and with your kind permission 
and by the use of a very unorthodox fashion, let us imagine ourselves 
with Alice in Wonderland. The “protective commission” is in session. 
The Mad Hatter is the chairman, and I hope I have the names 
correct. Flanked by his commissioners, the March Hare and the 
Dormouse. They sit around the tea table. Alice’s animal friends are 
the witnesses. Let us eavesdrop on their deliberations: 

“The time has come,” the Walrus said, ‘‘to talk of many things.”’ 

“And I want to talk about clothespins,” spoke up the Caterpillar. 
“The American manufacturers want protection against imported 
clothespins.” 

“Really,’’ commented the Mock Turtle, “and do they also want 
protection against the new-fangled plastic clothespins which are also 
made in America?” 

“And what,” asked the Frog, “about the unfair competition of 
automatic clothes dryers, which use no clothespins at all?” 

“That’s very simple,” said the Mad Hatter. ‘We must not permit 
the manufacturers of wooden clothespins and their employees to 
suffer serious injury. The answer is quotas. There will be quotas 
of American-made wooden clothespins which must be purchased with 
every automatic clothes-drying machine, thus protecting the market 
for the American wooden clothespin manufacturers.”’ 

“T am afraid,” said Alice, “that American housewives would not be 
happy with such a ‘package deal.’ ”’ 

“Suppose we change the subject,’”’ the March Hare interrupted. 
“I’m getting tired of this.” 

Down the center aisle appeared the Four Little Oysters, represent- 
ing sugar, nuts, cheese, and fish. They complained that their people 
would be so much better off if Americans bought less of these products 
from overseas. 

“T see by the statistics,’ said Tweedledum, “that the American 
people consume an unchanging quantity of sugar every year, year 
~ oe year, 96 pounds per person, regardless of their increasing standard 
of living.” 

“T think,” said Alice, “the people I remember in America are 
worried more about their waistlines than about the market for sugar.” 

‘And I see by tne statistics,’ added Tweedledee, “that the people 
in America who have such a high standard of living eat an average of 
less than 1% pounds of nuts per person during the entire year.” 

“Why don’t the people of America,” asked the Dormouse, ‘eat 
just a few additional ounces of nuts each year?” 

“Tt is different with cheese,” said the Lion. ‘The consumption per 
capita is not unchanging, as with sugar. The people are eating 50 
percent more per capita than prewar. But for some strange reason, 
they still eat foes than half as much per capita as their friends across 
the Atlantic in Europe.” 
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“If only my people in America,”’ said Alice, ‘‘would eat just a few 
ounces of cheese more each year, the cheese people would be so busy 
trying to make the cheese that they wouldn’t have any time or need 
to ask you to help them.” 

“The fish situation is a sad one,” said the Unicorn. ‘The people of 
America have not increased their per capita consumption of fish. It 
has even gone down a bit. They eat only 10 pounds of fish each per 
year. y, the relatively poor people of Japan eat four times that 
much fish, and in Thailand, which we call underdeveloped, the people 
eat 10 times as much fish each year per person.” 

“But why don’t people eat more fish?’ asked the Dormouse. 

“Tt is certainly strange,’ commented the Frog. ‘The people in 
America, as their standard of living increases, are eating more eggs 
per capita, more chicken, more turkey, more meat—why, compared to 
prewar, they are eating 40 pounds more meat each person per year.”’ 

“T just can’t understand it,’ said Alice. ‘My Americans are so 
inconsiderate of the fish people. If only they would eat a few pounds 
less of meat each year, and a few pounds more of fish, there wouldn’t 
be enough fish to take care of America, even with all the imports we 
could get from those nice people in Iceland and other places, who 
travel far out into the oceans to catch the fish.’’ 

“Suppose we change the subject,” the March Hare interrupted. 
“T’m getting tired of so much food.” 

“Yes,” continued the Mad Hatter, in his capacity as Chairman of 
the Protective Commission. ‘Let us go from food to fabrics. We are 
receiving complaints. Things are bad. The American industry is 
being ruined by foreign competition. Come now, let us hear some 
facts.” 

“The figures tell us,” reported Tweedledum, “that imported 
wool goods total about 8 percent of American production.” 

“And,” added Tweedledee, “imported cotton goods are about 1 
percent of production.” 

“T wonder,” asked the Dormouse, ‘‘whether these quantities are 
the principal cause of the trouble?” . 

“And let us not forget,’’ spoke up the Lizard, “about the new 
synthetic fibers. The figures show that their use in American industry 
is 20 times by weight the total of all imported fabrics. Really, you 
know, there has not been a decrease in the production of fabrics in 
America.”’ 

“But why,” asked the Chairman of the Protective Commission, 
“thasn’t the production of textiles zoomed up since the war, like air- 
planes and electric shavers and Pepsi-Cola? Why has not the 
American textile industry shared in the increase of the American 
standard of living?’ 

“T suppose,’’ commented the Dormouse, ‘‘it is just a matter of that 
strange situation which the economists in America call ‘demand.’ ” 

“Tt is clear,” said the Mock Turtle, ‘‘that those Parisian dress 
designers have no regard for the American textile industry, when they 
impose an abomination called the ‘Chemise’ look which, among other 
attributes, requires fewer yards of fabric per dress than the old- 
fashioned full skirt.” 

“That’s un-American!’’, spoke up the Chairman of the Protective 
Commission. “This foreign sabotaging of our textile industry must 
be put to an end, with an escape clause establishing minimum yardages 
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er dress—of course, with appropriate schedules in detail to account 
or different sizes and ages.” 

“Oh, my,” interrupted Alice. “TI fear you will have problems with 
some American women I know.”’ 

‘‘Let’s leave the women, though only for the time being,” said the 
White Rabbit with a twinkle in his eye, ‘“‘for the men are just as guilty. 
Look at their suits. The double breasted has become single breasted ; 
the wide lapels have narrowed; the trouser legs are skinny; the vests 
have disappeared altogether. The ‘Ivy League’ look, don’t you 
know.” 

‘“‘Down with Harvard, Yale, and Princeton!’ shouted the March 
Hare. ; 

“But you won’t solve that problem,’ commented the Frog, “just by 
abolishing the institutions of higher learning. The men simply don’t 
wear enough suits. In America, it is called. ‘casual living.’ They go 
around in plain pants called slacks, and informal sports jackets, in 
utter disregard of the effect on the textile industry.” 

“Please consider,” said Alice, “although I am not a man, as you 
can plainly see, I think you will have trouble with the men as well 
as with the women, if you try to make them wear more suits with 
more cloth in order to protect the market for the textile industry.” 

“Don’t stop there,” spoke up the Caterpillar. ‘Don’t blame the 
clothing habits of men and women. The worst enemy is the auto- 
mobile. The automobile has brought on this casual living with its 
casual clothing. The upholstery was once beautiful expensive wool, 
and is now a strange thing called vinyl. Where are those heavy 
expensive laprobes made out of thick pile fabric to keep people warm 
in cold weather?” 

“T wonder,’ mused the Mad Hatter, ‘‘what we can do. Shall we 
regulate the clothing that people must wear in automobiles? Perhaps 
we can invoke a clause to specify the composition of the upholstery. 
And it should not be too difficult to require that automobiles be made 
open, as in the good old days, and that we abolish those new things 
called heaters, and that we establish quotas for the compulsory use of 
lap robes.” 

‘I think we hade better change the subject,” the March Hare inter- 
rupted. “I can see we are getting into trouble.” 

‘Well, then,” said the Chalten of the Protective Commission, 
“Jet’s turn to lace.”’ 

“Good news,”’ spoke up the Lion. ‘The lace manufacturers are 
happy to learn that women are buying more slips and nighties trimmed 
with lace.” 

“Not all good news,” said the Unicorn. ‘Have you noticed that 
the blouses are now tailored, without lace?” 

‘‘Well,’’ commented the Dormouse, ‘“‘wouldn’t it be wonderful for 
the lace industry if we make the women wear both lace undies and lace 
blouses?”’ 

“Heavens, no,” said Alice. “It is either one or the other, never 
both at the same time. I really do not know which uses more lace, 
so I am at a loss to recommend what kind of a law we should pass to 
protect the market for lace.”’ 

“The jewelry industry,” said the Lizard, “also wants protection 
from imports.” 
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“That’s strange,” said Tweedledum, ‘because America exports 
more jewelry than it imports. Do the jewelry manufacturers propose 
to reduce their exports as well as their imports in order to protect the 
industry?” 

“Oh, that is not the real problem,’’ spoke up Tweedledee. ‘There 
is real woe in jewelryland. These fickle women have a craze for ropes 
and things like that, which they wrap round and round the neck and 
let fall all over the bosom.” 

“How wonderful for those manufacturers,’ commented the 
Dormouse. 

“Not entirely,’ answered the Mock Turtle. “What harm has 
befallen the many other jewelry manufacturers who make pins and 
clips and brooches.” 

“Not too hard a problem,” said the Chairman of the Protective 
Commission. ‘‘Can’t we invoke a quota system allocating equitably 
among established producers how much of this and how much of that 
they shall make for the women of America?”’ 

“T have a suspicion,” said Alice, “that the women of America will 
not look kindly upon Congressmen or Commissioners who try to tell 
them what jewelry they will wear.” 

“You are missing the point,” spoke up the White Rabbit. ‘‘It is 
like textiles and the ‘casual living’ thing. These strange people in 
America insist on spending their money for other things like TV and 
hi-fi instead of for jewelry.” 

“Suppose we change the subject,’”’ the March Hare interrupted. 
“T certainly don’t want to get into that.”’ 

Up spoke the Gryphon: ‘‘The chemical industries want protection 
against imports lest they displace American workers and weaken the 
American economy.” 

“T see by the statistics,’ said Tweedledum, “that the chemical in- 
dustry in 1956 exported more than they imported by as much as 
$900 million, just the reverse of the paper industry. Are they pro- 
posing to restrict their exports as well as their imports in order to 
protect American workers and the American economy?” 

“‘And I see by the statistics,’ said Tweedledee, ‘‘that from 1951 to 
1956, the chemical resin industry increased their exports 10 times as 
much as their imports—150 million more exports against 15 million 
more imports. Are they proposing to restrict their exports as well as 
their imports, and by this same ratio of 10 to 1?” 

‘“‘Haven’t I heard,’”’ asked the White Rabbit, “that the chemical 
industries are one of the fastest growing sections of the American 
economy?” 

“Suppose we change the subject,’ the March Hare interrupted. 
“T am getting tired of this.” 

“Here is a new problem,” said the Gryphon. “In most cities of 
America, people are shopping more in suburban centers, so downtown 
merchants are asking for protection against the inroads of this 
unfair competition.”’ 

“How do you think,” asked the Mad Hatter, ‘‘we should prevent 
this injury to established business? By increasing the taxes on 
suburban shopping centers or by quotas?” 

“But you cannot stop there,” spoke up the Caterpillar. “You 
might restrict the spread of shopping centers in suburban areas, but 
what about the shifts of population? People are moving into States 


, 
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like Arizona, California, Florida, from other States, such as Arkansas, 
Oklahoma, North Dakota, Mississippi. This is causing unemploy- 
ment and serious injury to established business in the States which 
are losing population.” 

“There is an answer,’’ replied the Mad Hatter. ‘Let us issue 
passports; let us set up border patrols; let us balance exit visas and 
entry permits, State by State, so that all our sovereign 48 States will 
retain their same relative populations year after year.”’ 

“And what,’ inquired Alice, ‘‘will you do to control fluctuations 
in the birth rates State by State?’ 

“Suppose we change the subject,’’ the March Hare interrupted. 
“This is a puzzlement.”’ 

“Tt seems to me,” said Alice, “that this is becoming more involved 
than that ‘Mad Tea Party’ where I first met the three members of 
the Protective Commission. Why don’t you all return to your tea 
drinking, and let the people make what they make best where they 
me it best, and buy what they want to buy where they can buy 
it best.”’ 

The CuarrMANn. We thank you, sir. That was a very interesting 
statement expressing your views on this legislation. 

Mr. Mason. It is a very unique statement, may I say. 

The CHarrMAN. Yes, a very unique statement. Any questions? 

Mr. Sapuak. I am sorry I came in late, but what I[ heard of it it 
was a very fine presentation. I want to congratulate you on it. 

The CuarrMaNn. Thank you for your very fine presentation. 


STATEMENT OF WALTER H. WHEELER, JR., PRESIDENT, PITNEY- 
BOWES, INC., STAMFORD, CONN. 


The CuarrMaAN. Our next witness is Mr. Walter H. Wheeler, Jr. 
Sir, will you identify yourself for the record by giving your name and 
address and the capacity in which you appear. 

Mr. Wueever. My name is Walter H. Wheeler, Junior, president of 
Pitney-Bowes, Inc., Stamford, Conn. I am sure I can’t give you as 
entertaining statement as did my predecessor. I thought it was 
excellent, but I think at least I will make it comparatively brief. 

The company I head manufactures and markets postage meters 
and other office machines for business and Government. I am also 
a director of the committee for a national trade policy and a trustee 
for the United States Council of the International Chamber of Com- 
merce. Both of these organizations, as the committee is aware, 
strongly favor the extension of the Reciprocal Trade Act, and in some- 
what more liberal form than proposed by the administration. 

I have jointed these organizations, and am here to testify today, 
not because my company expects it can substantially increase its 
exports if the legislation is enacted, nor because its very small amount 
of exports will be curtailed if the legislation is not enacted. My 
interest in being here is primarily as a citizen and business executive 
concerned with the future welfare of this country generally, and the 
preservation of a peaceful world. 

There can be little doubt in anyone’s mind that the freer the trade 
in any given area, the higher the standard of living for all. This is 
certainly true within the United States. It is responsible to no little 
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degree for our high standard of living today. Identically the same 
principal applies to freer trade with foreign nations, in the world 
area. Not only we but other nations are benefited. 

Restricting this country’s opportunity to buy in foreign countries 
what can be produced more cheaply than within the United States, 
prevents a rise in the standard of living that would otherwise take 
place. It is the people of the United States—all the people—who 
pay for high tariff barriers and restricted trade. 

it there ever was a give-away program, it is represented by our 
expectancy that we can continuously export substantially more thaa 
we import and otherwise spend or invest abroad. No magic of 
international finance can make this permanently possible. And if our 
exports abroad diminish through the inability of | foreign countries to 
purchase from us, jobs and purchasing power here within the United 
States would be lost, and there would be dislocations and adjustments 
necessary which would be equally difficult, if not more so, than similar 
situations which might be caused by greater imports. Sufficient 
statistics have been presented to the committee to show this. 

With respect to the contribution freer trade can make toward the 
maintenance of peace, there may be periods in the future when the 
threat of war is less than now. But this threat will continue to be 
serious just as long as great disparity in living standards exists between 
peoples. Poverty at ignorance, and even severe comparative hard- 
ship, breed envy and distrust, nationalism and dictatorships. When 
natural resources or strategic values exist, these conditions invite 
aggression and bring on war. History certainly has taught us these 
basic things. 

The peoples of the undeveloped parts of the world desperately need 
the products of this country, particularly capital equipment. By 
and large they are willing to pay for them, with their own goods, 
rather than accept our ‘‘aid’’—provided we allow them to do so. 
Granted that the improvement of living standards in the undeveloped 
parts of the world is a long, long job lasting over a generation or more, 
we should do all we can to accelerate it now. War is an equally long- 
range threat. 

I should like to quote, as did the chairman of the board of the com- 
mittee for a national trade policy, the succinct statement of Mr. 
Lester Pearson of Canada in accepting the Nobel Peace prize for 
1957: “We prepare for war like precocious giants and for peace like 
retarded pygmies.”’ 

Freer trade among all nations, despite its many obstacles, is to me 
a necessary, and an inevitable, evolution in world affairs, just as 
surely as was the tremendous social and economic evolution which 
we have experienced within our country in the last generation. To 
block internal evolution and change for the better, is to help bring on a 
revolution. To block the same thing externally helps to bring on wars. 

Evolution and change never occur without some hardships and 
adjustment somewhere. To try to prevent this entirely is to attempt 
to freeze things in status quo with no progress possible. Progress 
can’t be blocked permanently; it’s going to take place, one way or 
another. We do far better to plan and aid it. A part of our planning 
can be to cushion to some degree the dislocations inherent in change. 

Few, if any, informed people will argue that we can get on a com- 
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pletely free trade basis overnight. We can only approach this 
adually, and over a period of time, by lowering tariff barriers which 
lock the efforts of other countries to sell their goods in this country, 
and at the same time by negotiating for lower tariff barriers to aid 
us in selling our goods a ried Strategically from the standpoint of 
defense, it may be necessary to afford substantial protection to some 
of our industries until greater assurance of world peace is attained. 

I have read enou E show the subject and the testimony you 
gentlemen have heard, to know that there are voluminous facts and 
figures to support arguments for and against the case for gradually 
permitting freer trade. I know there are businesses and industries 
in the Nation that have been, and would be, hurt by the competition 
of foreign goods and products; and I know, on the other hand, there 
are as many, if not more, businesses and industries that will be hurt 
if they cannot sell their goods and products in overseas markets, 
because we make it difficult for overseas producers to sell to us. 

In attempting to solve this dilemma, we have tried lowering tariff 
barriers tentatively, with the provision that they may be reerected if 
they severely hurt a United States industry. And we have tried 
giving grants and credits to other nations, so they can buy here 
without selling an equivalent volume. But nothing we have done so 
far seems adequate. 

I respectfully suggest that we seriously consider trying, at least 
in part, another solution to the problem—that we gradually lower 
tariffs, and if our action begins to hurt specific industries, and cause 
people to lose their jobs, fet Government subsidies ease the pain 
somewhat until the industries and their workers can adjust by chang- 
ing to other fields and jobs. 

4 don’t like subsidies. But any tolerable solution involves subsidiz- 
ing directly or indirectly. This subsidy at least would have the 
virtue of being direct and temporary, and offering hope for the future. 
I understand this committee is studying legislation that would provide 
such relief. The idea has merit, I believe, and its cost, according to 
estimates I have seen, should be negligible compared with the vast 
benefits our Nation would receive through expanded trade. 

If we are irrevocably committed to a position of leadership in the 
world, we are also committed to the necessity of exerting this leader- 
ship economically, through trade. The Russians have accepted this 
necessity; we have not yet. I believe we must now. 

Making funds available for an adequate foreign aid program is one 
way we must exert economic leadership. But it is much more im- 
portant and healthy, in the long run, that we create favorable condi- 
tions for trade. I earnestly hope the committee and the Congress will 
help create these conditions by extending for 5 years the Reciprocal 
Trade Agreement Act with the authority necessary to reduce tarifts 
and stimulate trade. 

I thank you for permitting me the opportunity to give you this 
report. 

The CuarrMAN. We thank you for coming before the committee and 
giving us the benefit of your views. You made a very interesting 
statement. 

Mr. Sadlak. 

Mr. Sapiak. Mr. Wheeler, there were several instances you used 
the term “freer trade.’ What did you mean by “freer trade’’? 
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Mr. WHELLER. I mean less tariff barriers, less quotas, of course we 
don’t have quotas, but I really mean more trade by removing the 
obstacles to trade and principally to sell within this country because of 
these tariff barriers. I recognize fully the problems we have in ex- 
porting abroad, however, the majority of those are not so much quotas 
as they are lack of dollars with which to buy our goods. 

The Cuarrman. Thank you again, Mr. Wheeler, for coming before 
the committee. 

That completes the call of the calendar for today and, without 
objection, the committee adjourns until 10 a. m, tomorrow, 

(Whereupon, at 5 p. m., the committee recessed to reconvene at 
10 a. m., Thursday, March 13, 1958.) 
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THURSDAY, MARCH 13, 1958 


Hovust or REPRESENTATIVES, 
ComMiITTEE ON Ways AND MBEANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHarrMANn. The committee will please come to order. 

Our first witness this morning is our esteemed colleague from South 
Carolina, Mr. Hemphill. 

Mr. Hemphill, will you please tell us for the record what district in 
South Carolina you represent in the Congress? 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hemputti. Thank you, Mr. Chairman. 

I have the honor and great privilege of representing the Fifth South 
Carolina District. ‘ 

The CHarrMan. You are recognized, Mr. Hemphill. 

Mr. Hempnamy. Thank you, Mr. Chairman, and distinguished 
members of the Ways and Means Committee. I appreciate very 
much the privilege of appearing here this morning in behalf of my 
people to give a statement regarding the extension of the Reciprocal 
Trade Agreements Act. I confess that I am no expert, but that my 
knowledge is limited to what I have read, what I have heard, and 
what I have seen. 

In the good old American fashion of name-calling, those of us who 
feel some loyalty and allegiance to our own American industry and 
American production that need to be protected have been given the 
label of “protectionist.” Is it not strange that American industry 
and American production need protecting from agreements or legisla- 
tion in which American investments are Bitty sacrificed? 

In my area, we are particularly concerned over the effect of recip- 
rocal trade on the textile industry and the plywood industry. The 
textile industry is fourth in the Nation among manufacturers, and 
many thousands of people who work in that industry are taxpayers 
and consumers as well as producers. Any course of conduct by this 
Government which materially affects the economic well-being of the 
textile industry must, by chain reaction, generally affect other great 
industries of the United States. An idle textile worker cannot pur- 
chase a new automobile, nor any home appliance, nor is he a desired 
sort of consumer. 
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I hope you share my desire to protect this industry in my part of 
the country, just as I would have a desire to protect industry and its 
workers in whatever part of the country any member of this great 
committee might represent. 

Just a few days ago we learned there are now 5.1 million people 
wea my gor in the United States. This does not take into considera- 
tion the textile workers working 3 days a week or less, or those in the 

lywood industry working the same sort of short week. We must not 
orget that both capital and labor in these industries support the 
Government by taxes, support the community, and constitute a part 
of the purchasing power in the particular area in which they are en- 
gaged. If industry is so hampered that it has no demand for its 
goods, then it does not need producers, and unless the employees are 
producing for wages they do not have any money sto spend for other 
items. I grant you that the standard of living in this country depends 
upon production and perhaps not on protection, but if we do not give 
the producer protection, the sacrifice will hurt all of us. 

As I understand the policy of the late and revered Cordell Hull, 
who fathered the program known as the reciprocal-agreements pro- 
gram, his idea was to have trade reciprocal. The idea was to pur- 
chase from other countries the things we did not have, such as raw 
materials, or which we did not produce, by virtue of time, distance, 
or other factors, and in turn sell to those countries the products of 
our factors. 

But what has happened? I will use the Japanese textiles as an 
example. 

The Japanese plants take our cotton at 6 or 7 cents below the price 
our own mills have to pay, pay their workers as little as 10 percent or 
less of the wage rates paid United States workers, and ship back the 
cotton goods. In the American plants, wages, hours of work, mini- 
mum wages, and cotton prices are all regulated by the Government. 

Who is the most important? The American textile laborer, investor, 
and taxpayer, or the Japanese? 

I realize that those who are wedded to the idea of reciprocal trade 
have many statistics as to the percentage of imports. They are going 
to tell you that the Japanese ‘“‘voluntarily” agreed to curtail textile 
imports to this country. The Japanese did voluntarily agree to cur- 
tail imports to this country, an admission of the effect of those imports 
on our economy. That voluntary action on their part was only after 
pressure was put on by the State and Commerce Departments of this 
country. 

Not only in my section but in others have textiles been affected. 
The New Bedford, Mass., Hoosac Mills has recently announced it is 
closing one plant which employs 800 people. The Daas Maine, 
Pepperell plant has laid off 60 to 70 employees. Two weeks ago, on 
a aden television program, I saw long lines of unemployed and 
bread lines for the first time since the Hoover depression. Down in 
my section many good tax-paying Americans are working so little 
they barely have food to eat. 

Let me quote you from a letter I received from one of my constitu- 
ents about another industry that is affected: 

It is the question of the import of Japanese stainless flatware, which has taken 


a heavy toll on the domestic production of not only stainless steel flatware, but 
also sterling and silverplate. 
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My company, which is the largest in the industry, was forced to cut their sales 
force by about 25 percent the first of the year. I feel very fortunate in still having 
a job with them, but if the Japanese situation remains as serious as it now is, 
there will perhaps be more cuts in the future. 

It is my understanding that the Tariff Commission has recommended some 
relief in increased duty, but this increase will not alter the situation, because of the 
great difference in price of the American product and the Japanese product, due to 
the 22 cents an hour wage advantage. he silverware industry has meant a great 
deal to this country in the form of excise taxes for a number of years. 

There are some who say that the escape clause, which has been in 
effect for the last 10 years, will protect us. We are faced, however, 
with the realization that there has been no concrete definition of the 
phrase “serious injury,” which is the apparent key to the situation. 
This escape clause is supposed to give industry a right to present its 
case before the Tariff Commission. There, if serious injury is shown, 
the Tariff Commission can recommend action by the President to 
escape from the harmful agreement, and some relief may be realized. 
So far, however, in the majority of the cases it has proved unworkable 
because the Executive Department has failed to honor the recom- 
mendations of the Tariff Commission. Meanwhile, one industry 
after another is hurting and being sacrificed. 

Recently the Assistant Secretary of Commerce tried to justify the 
policy with reference to textiles b: saying that while we imported 
646 millions in textiles, we exported 668 millions. Let us look at the 
646 million for a second. 

Those imports would not and could not have existed except for the 
fact that they could be sold more cheaply than our American goods. 
The reason they could be sold more cheaply than ours is because of 
lower wages, longer hours, cheaper cotton, less taxes than in America. 
Meanwhile, the American industry was supporting the Government, 
management, labor, and the local community, and furnishing its 
share of the taxes which went to make up the difference in the cost 
of cotton to our foreign competitors. It does not make sense, and it 
is not right. 

For some reason, we failed to make provision for the export of our 
surplus cotton in fabricated goods. No provision has been made 
that we keep our mills running, our people employed, and our taxes 
flowing into the Treasury by exporting fabrics at low or “surplus” 
cost, instead of raw cotton. Let pila Stusnsaean take up the 6 or 
7 cents’ differential. At least the American people will get the benefit 
of (1) the use of the surplus cotton and (2) the benefit of employment 
to make the fabrics. The differential paid on the fabrics could be 
paid to industry and earmarked for expansion or improvement to 
give further employment and expand our industry. 

I do not offer this as a panacea for the depression presently upon us, 
but the potential and benefits are apparent. 

I am making no apology for putting America first. The people of 
America are more important to me than any other people in the world. 

There are some who say that if the Reciprocal Trade Agreements 
Act is not extended we will destroy our position in the world. 

We cannot escape the fact that such things as we really need, such 
as raw materials, we import duty free. This includes most of our 
tin, nickel, aluminum, raw wool, part of our petroleum, 25 percent of 
our iron ore, and about one-third of our copper and rubber. 

Nobody is going to cut us off. We are good consumers, and you 
and I know we pay exorbitant prices for these raw materials in some 
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instances. The world would not lose us as a market, and the original 
idea of reciprocal trade would be back in balance, in part, at least. 

If it is necessary to have high tariffs to protect our home industries, 
then I hope this great committee will make some provision for those 
tariffs. If, adopting the philosophy of more recent times, import 
quotas are to be used, supplementarily, then I hope this committee 
will recommend import quotas. Does this country adhere to the 
GATT agreement strictly despite the departures of the less conscien- 
tious participants to that agreement? If so, in the consideration of 
any reciprocal trade program, should we not take such facts into con- 
sideration? 

Let us look at the plywood industry for a moment. Yesterday 
morning I received a letter from one of my constituents, and I quote: 

In a newsletter published in Washington to which I subscribe, the current 
issue reports a considerably better chance to tax reductions, in the face of increas- 
ing unemployment. I am not in a position to express an opinion on the subject, 


but I am well qualified to know that a forced tax cut is in store for the Government 
when we pay our income taxes for 1957. In 1958, we will pay $406.50. 


I believe in 1957 they paid something like $5,000. 


This serious condition reflects lower prices for products we sold in 1957 and higher 
costs we had to pay for supplies, etc. 

You have heard a lot about conditions in the plywood industry, brought about 
directly by having to compete with plywood imported from foreign countries and 
sold at prices that are probably equal to less than our costs. Ne doubt the 
industry has been accused of crying ‘Wolf! Wolf!’ So far as this company is 
concerned, we can now reply, ‘“‘We told you so.”’ I think there is no point in 
saying anything more to you. You can fill in the rest of the story. 

The administration keeps talking about helping the little man and little 
business. What about our 65 little employees and this little business. What 
has become of the dignity of the individual, something Americans have always 
accepted as our way of life. Surely it has been tossed aside, in favor of a “foreign” 
foreign policy. 

In the Congressional Record of March 6, 1958, on page A2133, the 
distinguished Representative from the State of Washington pointed 
out the widespread plant shutdown and unemployment in his area, 
On January 21, a distinguished Representative from Florida made the 
same complaint. 

In a recent Commerce Journal there appeared a story that Japan 
was tightening the plywood quota for the United States, which 
recognizes, if our Government will not, the inroads of foreign imports 
on this industry. In 1937, we imported into this country about 4.5 
million square feet of plywood, and in 1956, 690 million square feet. 
In 1951, this represented only 8.2 percent of our domestic shipments 
and 7.6 percent of our domestic consumption, but in 1956 it represented 
an 85.2 ratio to domestic shipments and 46 percent of domestic 
consumption. Sits 

These are just some of the signs of the times to former flourishing 
taxpaying American industries. 

I realize that part of the difficulty arises from reduced trade- 
agreements rates made effective pursuant to undertakings created by 
the United States General Agreement on Tariffs and Trade. But what 
about the escape clause. What good is it if we wait until our industry 
has been given a death blow before it is put into effect. The best 
medicine in the world is no oom if the patient is dead. — 

Among the propaganda I have seen, there is a little article put out 
called “American Stake in Japan.” It uses the usual threat of 
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communism to justify America’s concessions to Japanese interests. 
But what about America’s stake in America? 

In his letter of transmittal of January 30, 1958, the Secretary of 
Commerce made the following statement with reference to the 
legislation before you: 

The proposed legislation takes into consideration the Nation’s experience under 
the Trade Agreements Act, the new conditions arising since its enactment, and 
the need for a sound, reciprocal trade program beneficial to our own economy and 
in support of our foreign economic policy. 

I wonder if the distinguished Secretary failed to take into considera- 
tion the industries I have mentioned above, which are in trouble, the 
tuna fish industry, and many others which are suffering. How is a 
reciprocal trade program beneficial to our own economy, if we are 
putting people out of work? There are 81,000 textile workers out of 
work today. What is reciprocal trade doing for them? 

To depart from my original statement, this morning, talking to 
some people from my home, I found out that in my own State 39,000 
textile workers are out of work, not counting those who are curtailed 
to 3 and 4 days a week. No one can tell us in South Carolina, with 
that sort of a situation, that the Japanese textiles are not having some 
effect on our industry. 

Again in his letter, he seeks to justify a 5-year period, with adequate 
authority to reduce tariffs, because, he says, we are in an important 
period of development of the external tariff of the European Economic 
Community. I think we are beginning to realize in this country that 
this is an important period in the history of this Nation and that our 
economic as well as our military survival is at the crossroads. Europe 
is booming and a depression is imminent here. Where is reciprocal 
trade? We must face the answer. Reciprocal trade as now employed 
by the United States is a disgraceful failure, and is in large measure 
responsible for the economic difficulties of many industries. 

In keeping with the experience of the past few years, if the Recipro- 
cal Trade Agreements Act were to be extended for 5 years, by that 
time some of our American industries could be entirely wiped out and 
could suffer financial ruin waiting for peril-point investigation. 

If this committee is going to recommend an extension of the Re- 
ciprocal Trade Agreements Act, I hope it will limit it to 1 year. 
Congress meets every year, and an annual review of the impact of 
these agreements on our domestic economic situation is certainly in 
order, especially in these times of threatening economic difficulty. 

Much of the criticism of the Reciprocal Trade Agreements Act 
arises from the fact that the control has been legislated away from 
the Congress and into the hands of the administration. I have been 
in Congress only one term, and I realize of course my limitations. 
But I have witnessed throughout that limited experience the difficul- 
ties impressed upon a nation by an unwilling, reluctant, or indifferent 
Executive. 

The ineffectiveness of the escape clause was recognized when the 
Policy Committee was established by Executive power on November 
25, 1957. The establishment of that Committee was a step toward 
preventing a move toward a regaining of congressional control. 

If the committee is going to recommend an extension, I hope that 
some provision will be contained in the legislation, making the findings 
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of the Tariff Commission final unless voided by prompt action of 
Congress. 

I am opposed to any extension of the Reciprocal Trade Agreements 
Act in its present form, or in the form proposed by the administra- 
tion. In such form it does more harm than good. 

May I urge your consideration of H. R. 11250, introduced by my 
distinguished colleague from South Carolina, the Honorable William 
Jennings Bryan Dorn. The Dorn bill seeks to return reciprocal 
trade to its normal channels, for the flow of exports to the United 
States has reached the flood stage, a stage never intended by Cordell 
Hull. In the years between 1930 and 1958 the situation has gotten 
out of hand, out of control. The Dorn bill will return control. 

From the original act (19 U. S. C. 1351) I quote: 


PROMOTION OF FOREIGN TRADE 


ForREIGN-TRADE AGREEMENTS.—(a) Authority of President; modification of 
duties; altering import restrictions. 

For the purpose of expanding foreign markets for the products of the United 
States (as a means of assisting in establishing and maintaining a better relation- 
ship among various branches of American agriculture, industry, mining, and 
commerce) by regulating the admission of foreign goods into the United States in 
accordance with the characteristics and needs of various branches of American 
production so that foreign markets will be made available to those branches of 
American production which require and are capable of developing such outlets by 
affording corresponding market opportunities for foreign products in the United 
States, the President, whenever he finds as a fact that any existing duties or other 
import restrictions of the United States or any foreign country are unduly burden- 
ing and restricting the foreign trade of the United States and that the purpose 
above declared will be promoted by the means hereinafter specified, is authorized 
from time to time * * *. 

This section _s the authority to the President, a wide latitude, 
since expanded by the 1949 act, GATT, and the acts of 1953 and 1955. 

The Dorn bill does not do away with the Tariff Commission, as 
some have reported. It does change the name, call for increase in 
the number, and provide for removal only by Congress. Other pro- 
visions provide for and outline the duties of the Board. 

Section 364 of the Dorn bill is significant. It provides for bilateral 
agreements, in keeping with the original concept of reciprocal trade. 
Before the President can enter negotiation he must give 120 days’ 
notice in order that affected or interested parties may have a hear- 
ing. It provides for advisory views from agriculture, industry, and 
labor. We believe such a provision is necessary and practical in 
order to meet the competition on today’s world markets. ae 

Section 366 hits at the weakness in the escape clause of existing 
legislation. It gives the Board power of determination as to the 
peril point, before the situation becomes critical. It is the belief of 
the proponents of this legislation that this provision may present 
damaging invasions such as many of our industries have suffered, and 
with resulting unemployment of which some of us are acutely aware. 

Section 370, related to section 366, provides that the findings of 
the Foreign Trade Board, which replaced in name only the Tariff 
Commission, with the exception of one addition, under provisions of 
the escape clause shall, where recommending withdrawal or modifica- 
tion of the concession previously granted, become mandatory and in 
effect, unless the Congress shall Seep e within 90 days, 60 days of 
which the matter would be before the President for consideration. 


| 
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There are other aspects of this legislation I would like to discuss, 
had I time. I feel, however, that the experienced members of this 
committee will go into every detail, in an endeavor to give us some 
relief. I believe some change in our approach to the problem of 
reciprocal trade is necessary. I believe the Dorn bill will solve many 
problems, will help to relieve unemployment, and will in large meas- 
ure prevent debacles such as have existed in the plywood and tuna- 
fish industries, and which overshadow the textile industry today. 

ye Chairman, I thank the committee for the gracious extension 
of time. 

The CuarrMAN. Are there any questions of Mr. Hemphill? 

Mr. Reep. Mr. Chairman? 

The CHarrmMan. Mr. Reed will inquire. 

Mr. Reep. I want to congratulate you, sir. You made a devastat- 
ing attack on the trade agreements program, and I am in accord with 
you in what you had to say. 

Mr. Hempuiuy. Thank you. 

Mr. Reep. As you say, a large part of the textile industry in this 
country is going to be wiped out unless something is done. 

About how many are employed in the textile industry? 

Mr. Hempuitu. I believe there are 1,200,000. I do not have the 
exact figures. 

Of course, when I said the textile industry was fourth in the Nation, 
I had reference to the manufacturing phases rather than the garment 
industry, shirt factories, and others which are incidental to the textile 
industry. 

Mr. Reep. Thank you very much. 

The CuarrMan. Mr. Eberharter will inquire. 

Mr. Esperuarter. Mr. Hemphill, I am very happy to see you 
appear before the committee. We are always glad to have the opinion 
of Members of Congress on these subjects. 

I realize how seriously South Carolina is suffering from these im- 
ports of textiles. But I was somewhat impressed, I must confess, by 
the testimony of one witness, and I want to give you an opportunity 
to comment on what he said. He said: 

Let us take the example of raw cotton from the United States. In the 1956-57 
cotton year, Japan bought approximately 2 billion bales of cotton from the United 
States, or the total cotton output, mind you, of the State of South Carolina, North 
Carolina, Georgia, and Alabama. 

Gentlemen, what about protection to the cotton farmers? What about pro- 
tection for the rice farmers, who sent over 6 million bags to Japan last year, more 
than 25 percent of our American output? What about the wheat farmers? 
Four thousand two hundred and fifty million bushels of wheat are annually sent 
to Japan. The same is true for soybeans, for barley, and many other surplus 
farm products. 

I would like to have your reaction to that for the record, Mr. Hemphill. 

Mr. Hempuityi. Thank you, sir. 

I touched on that in my statement, sir, insofar as the sale of raw 
cotton is concerned. 

The raw cotton is sold to Japan at 6 to 7 cents below the market 
here. So when it comes back to this country, the thousands of textile 
plants which are competing with one another here in this country 
then not only have to compete with one another but have to compete 
with these people from a foreign country, who have the benefit of cot- 
ton given to hen at 6 or 7 cents less, and they are paying the taxes 
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which give that 6 or 7 cents’ differential. These very textile people, 
the workers, management, and investors, are paying the taxes to 
provide that 6 or 7 cents differential. 

Therefore, I touched on this proposition in my statement, sir, by 
stating that there might be some potential in instituting some program 
which would allow the exportation from this country of fabrics in- 
stead of raw cotton. If the fabrics were exported, of course, it would 
then result in much employment with the factories running, increased 
construction, expansion, and the like. 

We recognize the fact that the cotton question has been a question of 
great moment. I do not want to digress into the soil bank, sir, but 
down in my section of the country, between the soil bank cutting the 
farmer off and trying to discourage him, or promising him something 
and not giving it to him, and this depression in the textile business, 
people who have traditionally been paying taxes and supporting this 
country for generations are now in the stage of a serious recession, a 
depression, or whatever you want to call it; and it is very serious with 
us. That is one of the problems we recognize. 

But as long as we are selling them cotton at less than our own mills 
can buy it, we are taking American money to create competition 
against American industry. 

Mr. Experuarter. [| see that point, and I am glad you brought it 
up. Thank you. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason will inquire, Mr. Hemphill. 

Mr. Mason. Congressman, you brought in the fact that the Amer- 
ican market for plywood has been about 40 percent captured by the 
imported plywood. Was that not your figure? 

Mr. Hempuiut. I believe I said it was 46 percent. 

Mr. Mason. We have had testimony to show that 80 percent of 
the American market for jeweled watches has been captured by im- 
ported watches, and we had testimony yesterday that about 50 percent 
of the bicycle market had been captured by imported bicycles. So it 
is one thing after the other. 

I am very glad that you brought up the Dorn bill, analyzed it, and 
showed what it would do. I have also gone through the Dorn bill, 
and in my opinion the Dorn bill would bring back and put into effect 
the original intention and objective of the Congress when it passed the 
Reciprocal Trade Agreements Act. 

As you say, it has gotten out of hand in the last 24 years, and it is 
time that we were getting it back in hand. If the Dorn bill were 
adopted, it would at least be a long step toward getting this problem 
back in hand and the responsibility back where it belongs, in the 
Congress. 

I want to commend you, sir, for your statement. It was a devastat- 
ing statement, as far as your congressional district is concerned and 
your interests, against the Reciprocal Trade Agreements Act. 

The CuarrmMan. Are there any further questions? 

Mr. Baker will inquire. 

Mr. Baxer. Mr. Hemphill, I want to congratulate you on a very 
fine and intelligent grasp of this difficult problem, which as you know 
is shared by the State of Tennessee, which I represent. 

My question is this: You stated that raw cotton is now being sold 
in Japan for 67 cents less a pound than it is sold in the United States. 
Of course, you are referring to American cotton. 
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Would it take an act of Congress to amend the act to prohibit that? 
Have you explored that far enough to know? 

Or let us put it in the converse. 

Assuming that the Department of Agriculture did not change the 
policy, an act of Congress would be in order, would it not? 

Mr. Hempuitu. I would have to say, sir, that from my limited ex- 
perience with the Department of Agriculture in connection with the 
soil bank, I am led to believe that it would take an act of Congress. 

I tried to get some information relative to the difficulties of my own 
people who have been led to believe that they could sign up for the 
soil bank participation—which I have always thought was the wron 
thing, anyway. They put out the information on the soil bank, an 
then cut them off on a Thursday night, on a first-come, first-serve basis. 
People like widows and orphans wrote to me by the hundreds, telling 
me of the difficulty of the situation. 

I took it up with the Department of Agriculture and got an inane 
sort of reply. 

So it would be my belief, having had that experience and what 
experience I had with the legislation, that it would take an act of 
Congress to change it. 

Mr. Baker. I did not get the last part of your answer. 

Mr. Hempui.u. It would be my belief that it would take an act of 
Congress to change it. 

I might say, sir, I realize the difficulties of balancing trade and 
disposing of surplus property. 

Mr. Baxer. When I interrogated Mr. Eric Johnston a few days ago 
on this program in respect to textiles, he said it seemed to him that the 
very heart or at least a lot of the difficulty in the American textile 
industry was due to the policy of selling American surplus cotton 
abroad at substantially lower prices than it was sold in the domestic 
market. 

I do not see how in this act, this legislation pending before this 
committee, we can handle that from a legislative standpoint. Do 
you? 

Mr. Hemparuu. No. 

Mr. Baxer. It would take an amendment to do it, would it not? 

Mr. Hempuiiy. Yes. 

Mr. Baxer. I have not had time to develop the history of it, but 
I am assuming that the policy is to dispose of American surplus 
cotton so as not to have it pile up in this country. And then what 
is happening by our doing that? It is kicked back into the textile 
industry itself, even though the stockpile of cotton may have been 
lowered. 

Do you agree with me that it is a very violent part of this whole 
problem? 

Mr. Hempuiu. I certainly do, sir. I might tell you that in cer- 
tain parts of the textile industry today, there is a scarcity of the 
kind of cotton that they had been accustomed to using. 

Mr. Baxer. Is that the difficulty in getting prime cotton that we 
need now in this country? 

Mr. Hempai.v. It is the difficulty in getting the grades of cotton. 
Of course, the other grades which are higher, which they have not 
been using, and which we have been selling at this 6 or 7 cents’ dif- 
ferential, they cannot pay the price for it, use the machinery on it, 
and make a profit. 
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. course, we believe down home that a man is entitled to make a 
profit. 

Mr. Baker. Does that mean that our Department of apeevare 
is selling our best cotton abroad and depriving our people 

Mr. Hempui.u. No, sir. It means this cotton being sold abroad 
is really in some instances a higher grade of cotton than our textile 
mills have been using. 

Mr. Baker. Higher than per | have been using? 

Mr. Hempuiuy. Yes. But they cannot afford the higher grade, 
because if they bought it here in this country, they would not get 
the benefit of the lower price, whereas the people in Japan have new 
machinery, have the best machinery, because we sent it over there 
with your and my tax money, and in some instances with American 
investments, and they can use better cotton. 

Mr. Baxer. Let us relate this 67 cents a pound percentagewise. 

What is the growing price of cotton in this country? 

Mr. Hempuiti. The Government Long ranges from 25 cents up. 
Sometimes it is as low as 18, on other grades. 

Mr. Baxer. Related to this 67 cents a pound 

The CHAIRMAN. He said 6 or 7 cents. 

Mr. Baker. Oh, 6 or 7. I thought I must be off. 

Mr. Mason. Well, that is about 30 percent. 

Mr. Hempuitt. No, sir. It is about 25 to 30 percent, depending 
upon the grade. 

Mr. Baker. Of course, that is very substantial. 

That is all. 

The Cuarrman. Mr. Hemphill, I think Mr. Baker further mis- 
understood you when he asked you about the price of American cotton. 
Maybe he thought you said 25 cents. 

Mr. Hemputit. What 1 thought he was asking, sir, was the price 
of different grades of cotton, and I think he misunderstood me to 
say 67 cents, when [ said 6 or 7 cents. 

Mr. Baxenr. I have that now. 

The CHAIRMAN. But the price of American cotton today on the 
New York market is considerably more than 25 cents a pound. 

Mr. Hempuitu. That is true, sir. But the cotton he was asking 
me about is about 34 or a little better, which is a cotton which is sold 
to Japan, and the 6 or 7 cents difference is taken up by our taxpayer. 

The Cuatrman. So it would be 6 or 7 cents off of 34, 35, or 36 cents? 

Mr. Hempuity. Yes. 

Mr. Mason. That is 16 percent, then. 

The Cuarrman. Are there any further questions of Mr. Hemphill? 

Mr. Hemphill, we thank you, sir, for coming to the committee and 
giving us the benefit of your views. 

Mr. Hempuityi. Thank you so much. 

The Cuarrman. Mr. Reed. 

Mr. Reep. Mr. Chairman, I have three letters here from a plywood 
firm in my district, located in Jamestown, N. Y., which has been very 
hard hit by the imports of plywood. I would like to ask unanimous 
consent to introduce these letters into the record at this point. 

The Cuarrman. Without objection, they will be included in the 
record. 
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(The letters are as follows:) 
Jamestown, N. Y., March 11, 1958. 
Hon. Danrex A. REED, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Reep: You will be interested to know that the past couple of 
weeks I have been spending most of my time in arranging to close down our 
weeny plant, the Pearl City Piwood Corp. located just outside Jamestown 
city limit. 

have written you and some of your associates regarding the plywood import 
situation and apparently your associates have not considered the situation serious. 
Now | pe plant is being closed and about 120 Chautauqua County voters will be 
out of work. 

If you have not read the article on page 43 of March 7 issue of United States 
News and World Report, ‘‘When Goods From Abroad Hurt Business At Home,” 
please be sure to look it up. 

We are told that we are expendable and that we must give way to make possible 
trade between nations, but when a man spends a lifetime in an industry and has 
his savings tied up in a business as I have done, it comes pretty hafd to watch 
it go down the drain. 

I realize and appreciate that you are against this type of import from low cost 
areas, and I ask you once again to exert every possible effort to see that Congress 
sets up import quotas on plywood—also I do not believe the Trade Agreement 
Act should be extended. Congress should control imports—not the State 
Department. Thank you. 


Sincerely, 


Artuur D. PAtTcHEN. 


JAMESTOWN VENEER & PLYwoop Corp., 


Jamestown, N. Y., March 11, 1958. 
Hon. Danie A. REED, 


House of Representatives, 
Washington, D. C. 

Dear Sir: The administration, in cooperation with the importers, has done 
a tremendous job of providing witnesses at the Ways and Means Committee 
Hearings on the Trade Agreements Act. Many of the organizations represented 
are brand new and unknown. For example, we are unable to obtain any in- 
formation about the American Association of Hardwood Plywood Users, who 
were represented by an attorney, William J. Barnhard. Apparently, what is 
said is not too important, but they hope to “‘snow-under’’ the committee by the 
number of witnesses. 

Would it be possible for you to appear before the committee and plead our 
case for a quota on plywood imports? If there is no chance for a product quota 
bill, please ask the Committee to amend the Trade Agreements Act to provide: 

(1) The Tariff Commission decision in escape clause cases to final 
unless overruled by the Congress, 


(2) Direction to the Tariff Commission to grant quotas when needed to 
remedy an injury. 

As you know, we own and operate five plants. We have already closed down 
one plant and have definitely decided to close two more within the next few 
weeks. The situation is serious. 

The President’s suggestions for delay in order to evaluate Japan’s voluntary 
quota system is ridiculous. One of our former customer’s warehouse was recently 
full of Japanese plywood, crates all marked “‘London, England.” Beyond any 
question of doubt, these large shipments left Japan on the European quota but 
were diverted to the United States en route. These importers are very clever. 

Will you please let us know just what you can do for us in this matter. 

Very truly yours, 
Francis H. Isaacson, Treasurer. 
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JAMESTOWN VENEER & PLYwoop CorpP., 
Jamestown, N. Y., March 11, 1958. 
Hon. Danret A. REED, 
House of Representatives, 
Washington, D. C. 


Dear Sre: Having spent 8 to 10 weeks in Japan and the Philippines just a 
year ago, I would like to give you my impression on what we can expect in the way 
of importation, which is killing our business. 

The Philippines have almost an inexhaustable supply of Philippine mahogany 
trees and very cheap labor. The Japanese know this and they buy large quanti- 
ties of logs at very low prices and then Japanese ships transport these to Japan 
where they are made into plywood and shipped to the United States. 

Japanese labor is very cheap, about 11 cents per hour, compared to our wages 
in these United States. 

After visiting 15 to 20 plywood plants in Japan, I found that they not only can 
make cheap plywood, but also good plywood. I can see that our situation could 
easily get worse unless you in Washington put a limit on importation. 

It is pretty hard for us plywood manufacturers to get excited like Washington 
lawmakers were last fall about inflation, when all the time we have been suffering 
a depressed market in our field,. 

I wish you could come up to Jamestown and spend an hour or two at our plant 
and see for yourself just what we mean. 

We think a limit should be put on importation based on a percentage of our 
industry production. 

I hope you will give this matter your support. 

Sincerely, 
JosrepH J. CusIMANO, 
Vice President. 

The CuarrMan. Our next witness is Mr. Ralph Lazrus. 

Mr. Lazrus, although we recall your appearances before the com- 
mittee in the past, for the purposes of this record will you identify 
yourself by giving us your name, address, and the capacity in which 
you appear. 


STATEMENT OF S. RALPH LAZRUS, ON BEHALF OF THE AMERICAN 
WATCH ASSOCIATION 


Mr. Lazrus. My name is S. Ralph Lazrus. I am chairman of 
the board of the Benrus Watch Co. in New York City, but today I 
am appearing on behalf of the American Watch Association, which 
is composed of more than 50 leading American importers and 
assemblers of watches and watch movements. 

The Cuarrman. Mr. Keogh. 

Mr. Kroeu. May I be permitted briefly to commend to the com- 
mittee’s attention the statement that this witness, a very prominent 
and successful New Yorker, whose roots very happily are embedded 
in the borough of homes and churches, Brooklyn, N. Y., will present 
to you. 

Mr. Lazrus. We are indeed pleased to lend our support at these 
hearings to those who are fighting for legislation which will pave 
the way for an expansion of trade between the United States and 
other nations of the free world. In our opinion, a revitalized trade 
agreements program, a program which places emphasis on the en- 
couragement of international trade rather than the protection of 
domestic industries from foreign competition, is an absolute neces- 
sity if America is to face up to its obligations of world leadership. 

Mr. Chairman, the watch industry is relatively small, compared 
with many of America’s basic industries, and yet we feel that we can 
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speak with a certain degree of authority on the subject of international 
trade. In fact, the watch industry represents a unique case history 
of varying experiences under the reciprocal trade program. 

Our industry was one of the first to receive lower duties when the 
United States-Swiss Trade Agreement was signed in 1936. It was also 
one of the first to have higher tariffs reinstated under escape clause 
proceedings in 1954. Further, the domestic watch manufacturin 
industry was the first to be singled out by the Office of Defense Mobil- 
ization as allegedly essential to national defense. It was also the 
first to have such a stamp of essentiality removed, when ODM re- 
viewed its earlier ruling and reversed itself a few days ago. Finally, 
as an indication of our rather complete history in these matters, the 
importing segment of our industry has been subjected to some rather 
unique types of administrative rulings which have threatened to 
pervert the tariff statutes into instruments of protection far beyond 
the obvious intent of the Congress. 

Sq, we feel that we can speak today with a background of both 
varied and significant experiences under the trade agreements pro- 
gram, and that the results of our experiences may prove of genuine 
value to the Congress in helping to determine the future course of 
America’s foreign economic policy. 

We want to make it clear at the outset, however, that our purpose 
in reviewing some of the recent history of our industry is not to seek 
special benefits for watch importing firms or to continue the long- 
standing disputes over watch tariffs and customs regulations. Our 
fervent hope, in fact, is that such disputes within our industry are at 
an end. Rather, we would like to review some of the recent experi- 
ences of our industry because we believe they provide a practical 
guide to the Congress concerning the type of foreign trade legislation 
required at the present eime. 

I think it is fair to say that the watch industry represents an out- 
standing illustration of the mutual benefits that accrue to the people 
of the United States and to those overseas when barriers to interna- 
tional commerce are lowered—and also of the hardships that ensue 
when tariffs are raised. 

Since the signing of the United States-Swiss Trade Agreement in 
1936, there has been a steady increase in the flow of two-way trade 
between these countries. The United States has been the prime bene- 
ficiary of this stimulated commerce, since an unfavorable balance of 
trade during the thirties has been converted into a sizable surplus of 
United States exports over imports. 

During the postwar period, the cumulative total of goods ex- 
changed between the United States and Switzerland has been in excess 
of $3 billion, with a trade balance in favor of the United States of more 
than $360 million. It must be remembered, too, that Switzerland 
has paid for these goods in hard cash, without the aid of any grants 
or loans by our Government. Indeed, Switzerland has become 
America’s best cash customer in Europe, and the commerce between 
the two countries is a prime example of true trade reciprocity. 

Mr. Chairman, a survey was recently published under the auspices 
of the American Society for Friendship with Switzerland, entitled 
‘“‘All 48 States Participated in Record U. S. Sales to Switzerland in 
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1956.” I should like to submit the results of this survey for the record 
at this point, because it dramatically demonstrates how the sale of 
Swiss watches, watch movements, and other products in this country 
has made possible tremendous United States exports of machinery, 
transportation equipment, chemicals, oil and coal, agricultural com- 
modities, and a host of other items from every State in the Nation. 

The CuarrMan. Without objection, it will be included in the record. 
(The survey report is as follows:) 


ALL 48 STATES PARTICIPATED IN RECORD UNITED STATES SALES 
TO SWITZERLAND IN 1956 


A SURVEY TO SHOW HOW EACH STATE BENEFITED FROM EXPANDED SWISS TRADE 


One Hundred and Seventh Anniversary of American-Swiss Treaty of Friend- 
ship and Commerce 


ForEWORD 


The very name of the nonprofit organization of the American Society for 
Friendship with Switzerland indicates our deep interest in all ties that help grow 
and strengthen mutual respect and trust between this country and Switzerland. 

Recognizing profitable commerce as an enduring foundation for frienship 
between free nations, we are gratified in bringing to our fellow-Americans an 
=e report on the exchange of goods between the Swiss and the American 
people. 

Our previous study, published in 1955 under the presidency of Mr. Arthur K. 
Watson, showed clearly the benefit that trade with Switzerland brought to each 
of the 48 States in our country. 

The 1956 figures, analyzed in this report, establish a new record for growth in 
our trade with Switzerland and for its contribution to prosperity of both nations. 

We are proud to present it as part of our celebration of the 107th anniversary 
of the Treaty of Friendship and Commerce between the United States and 
Switzerland. 

NicuHotas KELLEY, 

President, American Society for Friendship with Switzerland, Inc. | 


RecrprocaL TRADE Pact SpurRED Rise oF AMERICAN Exports TO SWITZERLAND 
From $7 Mu.ii0n 1n 1936 ro $215 Minuion 1n 1956 


The ease and enjoyment which fine Swiss products, such as jeweled-lever 
watches and precision instruments, bring to the American people have become a 
oe of our daily life. Yet we have only begun to realize how large a contribution 

wiss trade brings to our sound national economy. 

In 1956, United States commodity exports to Switzerland reached a historic 
eak of $215 million. This thriving commerce was of direct benefit to every 
tate in the United States. Trade between the United States and Switzerland— 

rising steadily from the stagnant levels of the 1930’s—continues to surge forward, 
and . promises to reach even higher levels in 1957. 

Since World War II the cumulative total for goods exchanged between the two 
countries has exceeded $3 billion; the postwar trade surplus in favor of the 
United States has reached a level of $360 million. 


FARMS AND INDUSTRY BENEFIT 


The pages which follow in this booklet show how Swiss purchases in 1956 were 
distributed across the United States * * * buying the products of the mines, 
mills, farms and factories in each state * * * putting more dollars into the pockets 
of more Americans. 

Just as the United States established a peak level in its aggregate sales to 
Switzerland in 1956, so have many states exceeded all their previous records in 
the sales of their own products to the Swiss. 

For the first time, 2 States—Michigan and Ohio—each passed the $20 million 
mark in exports to Switzerland; 5 States were able to show individual export 
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totals of more than $10 million; 5 States were in the “more than $5 million” 
bracket. 

Each of the agricultural areas of the United States also registered large in- 
creases in their sales to Switzerland during 1956. 

On the other side of the ledger, the Swiss have channeled their technical skills 
into the manufacture of products whose superiority has won them increasing 
favor_in the United States market. In 1956, therefore, Swiss exports to the 
United. States rose to a record level of $185 million. Swiss watches accounted 
for nearly one-half of that total, with machines and textiles following. 


ALL TRADE-—-NO AID 


Because such large exports of American farm and factory products have occurred 
without the use of Marshall plans, grants, loans or other artificial stimuli, com- 
merce between Switzerland and the United States is today the foremost example 
of true trade reciprocity. Switzerland has become America’s best cash customer 
in Europe. 

This phenomenal record of Swiss-American commerce since World War II 
represents a clear affirmation of the importance of the reciprocal trade pact in 
maintaining trade and friendship between the two democracies. 


Balance of trade favors U.S.— 
Export surplus tops $360 million 
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Exports TO SWITZERLAND ARE IMPORTANT TO Every STATE 
The scope for each State 





Main products sold to Switzerland 





Cotton, nonferrous metals, textiles. 

Cotton, grains. 

Cotton; grains, meat ucts. 

Fruits and vegetab aircraft and 
products, 


Grains, meat products. 

Machinery, steel mill products, misce!- 
laneous industrial products. 

Chemicals, meat ucts. 

Fruits and vegetables. 

Textiles, cotton, meat products. 


Grains. 
Machinery, steel mill products, chemi- 


eals, copper. 
equipment, copper, chemi- 
cals, mach 
Meat and meat products, grains. 
Grains, meat products, machinery, 
chemicals. 
Tobacco, coal. 
Chemicals, meat, cotton. 
Textiles, miscellaneous products. 
Tobacco, steel mill products, machin- 


ery. 

Machinery, textiles, electrical machin- 
ery. 

Automobiles, machinery, steel mill 


Grains, meat, machinery, 
— meat, 


Miscellaneous. 
Textiles and miscellaneous products. 
eo machinery, textiles, steel 


products 

Cotton, petroleum. 

Textiles, scientific equipment, meat 
products. 

potesee, textiles. 


ay, metals, steel products, 
ru 

Grains, cotton, petroleum. 

Grains 


Metals, stecl products, machinery, 
textiles. 

Textiles, miscellaneous products. 

Tobacco, cotton. 

Grains, meat. 

Tobacco, cotton. 

Cotton, chemicals, petroleum, grains. 

Nonferrous metals. 

Machinery. 

Chemicals, tobacco. 

Fruits and nuts, miscellaneous prod- 
ucts. 

Chemicals, petroleum, copper. 

Machinery, grains. 

Petroleum and miscellaneous products. 
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PrincipaL Propucts Exportep By UNiTep Srates To SWITZERLAND IN 1956 


Amount 
Industrial products: (thousands ) 
icultural machinery and tractors. _.............--.- ielasnoldcs eae $2, 159 
Nee TT ce amewnswencan 10, 326 
es ec ntl See hp ay ~ Hse —<ommes wie 22, 988 
eee iin en aa cbebekeeebadtibusine wesneceanne 17, 735 
es acc ccmniinusbacoroeccuscces 2,717 
Teen nee Te os ns eens © onmnwemibne 2, 278 
Bee enn ae ene nes tiie pa ecemcasedey 13, 893 
Electrical machinery, engines and turbines_____......._--_------- 9, 676 
ng ts aS wa kt awaaechagivee ce 1, 218 
te oie oon cee R em wn eed hemes owt 2, 240 
I Se din denadiaedecesuans 22, 297 
Metals, nonferrous, miscellaneous... _..............-....----.-.- 575. 
IEEE SE TSE IE RE OE eR 8 LE 1, 319 
EES SS peg ea erage. =)" S82 a 1, 301 
nk ok awa eens enw ces ee 2, 892 
Pmenoenmeee Geena. . cc hea --------.- 6, 108 
I I ee oe eee nc aren nat nee 3, 740: 
Nee nese es cn new eeenoseeseuce 14, 935 
ne. ne medibewserkowcess 1, 283. 
rr ee tein eet cease acustunesse 12, 568 

Agricultural products: 

ee a gee el co ee ee new ene nee 453 
sn ee ek ame Sa Meaee Olen eens 1, 719 
I BUN: aa a inci nipinie oa aime emind o> 2, 452 
RE RI CRASS SPE Lic = SRE A le i aee 
ek, oi I  oowinn chs aalY ae acces 12, 080 
NS SEAR Raa Roeper a Rs Se 370 
eo seat bocawaneones 319 
ar week whine an tbe tah cadena eine 1, 660 
Fruit and vegetable oils and seeds. -_............-.-.------------ 359 
Nee NN a alk ee 4, 587 
ARREST a Ba GSTS ge i SSC a Re 333 
ae eo oa tees pabineeonee 90 
a le a ee ee ad ie aaa 2, 072 
a ee eae pe witeis a aktnwdweeewe 242 
ads ho Nidal phbnin aie we ane 1, 110 
Pork and pork products................------ sialic Bitte udmeias 3, 050 
ee gb en coe 1, 859 
eens ne cee Gand we ncceiodh+nathwe <i -ohes a elaine 383 
te is neta ighn'~ uliwewsk 254 
I oe ie aa et edonan ee > tae 248 
bn acted ten ales natin. sen dbineeneiiee ds xe 140 
Maia sl op Rt Ral ke 10, 990 
Vegetables and vegetable seasonings____________----------------- 4, 480 
Re was nena wis adenioie dian wile ntnhera: 11, 434 
De eee anusoukbudacunt -- eee 
a esiteheemacaws 582 


NotTe.—Research and organization of the statistical material to establish the amount 
and nature of each State's contribution to tota) Dnited States exports to Switzerland, was 
done by the firm of Frederick L. Schuster, of New York, statistica 

Source materials were obtained from the records of the U. S. Department of Commerce, 
Department of Agriculture, Swiss Government annual trade statistics, and the principal 
trade organizations covering various product fields included in this study. 

By applying standard statistical methods to the information thus obtained, the Schuster 
organization wa the data on United States exports to Switzerland 


analysts and economists. 


s enabled to set u h 
ng 1954 and 1956 which is used in the tables and graphs of this booklet. 
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AMERICAN Propvucts IN USE IN SWITZERLAND 





(1) Cigarette machine—At Mahalla cigarette plant, Richterswil, an AMF 
machine processes Swiss filter-tip cigarettes from Maryland tobacco. 








(2) Aireraft—Swissair flies only American. Pictured above is a Cunvairt 
Metropolitan at the Zurich maintenance hangar. 
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(3) Printing press—In Zurich, a Kelly No. 2, manufactured by American Type | 
Founders turns out color presswork for Fretz Bros. 





(4) Steam shovel—Clearing land for construction at Bassersdorf isfa Bay-City 
model 30 dragline. 





SSE 
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(5) Generator—For the Swiss National Circus, electricity for power and light 
is provided by a 155 kilowatt General Motors generator. 





(6) Linotype—Switzerland favors American graphic arts products. Prospects 
at the ‘‘Graphic 57” exposition in Lausanne see a demonstration of an Intertype 
linotype machine. 
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(7) Truck and tractor— Working at 5,000 feet above sea level at the Marmorera 
hydroelectric project, is a Euclid truck with saddle tractor. 





(8) Lathe-—At the Sulzer factory in Winterthur, source for turbines, diescls 
locomotives, a Bar-Matic Acme Gridley turning lathe is seen in operation. 
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Mr. Lazrus. From the standpoint of the watch industry and its 
customers, the United States-Swiss trade agreement also brought enor- 
mous benefits. It resulted in the introduction into the United States 
market of an enormous variety of products and styles pioneered by 
the Swiss, such as self-winding movements, alarm watches, calendar 
watches, chronographs, and so forth. It also resulted in a greater 
degree of competition for watches of all types and qualities, to the 
enormous benefit of the American consumer. As a result, demand for 
watches and clocks has increased greatly through the years. 

The sale of jeweled-lever watches in this country, for example, 
increased by nearly 700 percent during the 20-year period following 
the signing of the trade agreement with Switzerland. A larger propor- 
tion of this increase was absorbed by imported movements, particu- 
larly those movements which contained special features not produced 
in this country, but the domestic jeweled watch manufacturers also 
shared in the increase. Their production in 1956, for example, was 
more than two and one-half times as large as the annual output during 
the 5-year period preceding the trade agreement and 23 percent above 
the average of the years 1936-40. 

This expansion in the market for jeweled-lever watches has been 
abruptly halted by the President’s action in 1954, raising duties by 
50 percent, and by other administrative moves aimed at increasing 
the barriers to watch imports. In this regard, it is highly significant 
that in the 2 calendar years following the tariff increase (1955-56) 
the sales of jeweled-lever watches containing imported movements 
dropped by 29 percent compared with the 2 years preceding the 
President’s action (1952-53). Interestingly, the sale of domestically 
manufactured jeweled-lever watches also dropped following the tariff 
increase by 16 percent during this same period. To us, this indicates 
clearly that efforts to help a domestic industry by methods which are 
intended merely to injure its import competition cannot be effective. 
Far from stimulating the domestic firms, it will encourage them to sit 
back and rely on the Government to bail them out of their difficulties. 

Mr. Chairman, it goes without saying that we believe quite firmly 
that the administration has made a serious mistake in judgment in 
trying to curtail watch imports, and that these errors should be 
promptly corrected, particularly in view of the recent ODM acknowl- 
edgment that the domestic watch manufacturers are not essential to 
the national security. However, we are not here today to plead for 
such action. In fact, what we want primarily is for the Government 
to leave us alone, to cease its periodic harassment of our operations, 
and to permit all segments of our industry to get back to the business 
of selling watches. 

I have related the experiences of the watch industry not for the 
purpose of continuing our public dispute with the domestic watch 
manufacturers, but to illustrate some basic convictions which we 
possess concerning the Trade Agreements Act and the administration’s 
proposals for its extension. We feel quite strongly that the trade 
agreements program is in serious danger of being converted from a 
method by which tariff barriers are to be lowered, into a device for 
protecting American industry from all successful import competition. 

In our opinion, the administration’s proposals, particularly the 
suggestion which would permit tariff increases in escape-clause cases 
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to be 50 percent above 1934 rates, would be a major step in the 
direction of perverting the true purposes of the reciprocal trade 
program. Of course, this suggested amendment cannot be viewed 
as an isolated matter, but must be considered in the light of other 
weakening amendments which have been introduced during the past 
10 years, as well as administrative actions which have been taken 
during this period. 

In October 1956, our association submitted a lengthy document to 
the Subcommittee on Customs, Tariffs, and Reciprocal Trade Agree- 
ments, headed by Congressman Boggs, presenting in detail our expe- 
riences under the Trade Agreements Act and our recommendations 
for its amendment. It is our understanding, Mr. Chairman, that 
the record of this subcommittee has been made available to the full 
committee, and we shall therefore refrain from repeating this presen- 
tation. 

I would like, however, to remind the committee that in connection 
with the 1952 and 1954 escape clause proceedings involving the 
watch industry, the Tariff Commission developed several questionable 
criteria for determining ‘‘serious injury”’ that have since become stand- 
ard practice. In fact, some have since been written into the statute. 
For example, the ‘‘share of the market” doctrine was first used as a 
test by the Commission in our 1952 case, and although it was rejected 
by President Truman as a ‘“‘dangerous precedent,”’ it was later written 
into the law by Congress. In our 1952 case, the Commission also 
displayed an unfortunate tendency, which has continued since that 
time, to assume automatically and without proof that there is a 
causal connection between increased imports and the injury that was 
judged to exist; that is, the Commission assumed, ipso facto, that 
imports were a prime cause of the injury despite the fact that other 
developments were taking place in the domestic industry which were 
far more significant than the rise in imports. Finally, in our 1954 
case, the Commission introduced a “segmentation” theory which 
allowed it to examine certain phases of the operations of the domestic 
manufacturers while totally ignoring their total operations and 
profit picture. 

As a result of these and other experiences, we spelled out revisions 
which we believe Congress should make in the escape clause provisions, 
as well as in the national security feature of the act. Without 
taking your time today to review these changes, I want to urge the 
committee to give these suggestions, contained in our October 1956 
presentation, your serious consideration. 

These revisions are particularly important in light of the administra- 
tion’s suggestien which would permit tariff increases in escape clause 
proceedings to be based on 1934 rather than 1945 rates. Appendix A, 
attached, presents a schedule showing what could happen to watch 
duties under such an amendment. 

It will be seen that duty increases on various watch items could 
range from 50 percent to 300 percent over the present rates which, of 
course, were increased by approximately 50 percent only 3% years ago. 
To cite a typical example, a man’s 17-jewel, self-winding movement 
now dutiable at $3.45 could be dutiable at a rate as high as $6.07% 
under the administration’s suggested revision. Before the President 
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raised watch duties in 1954, such a movement could have entered the 
country for $2.30. Obviously, most other industries which have not 
been subjected to a recent boost in duties could be affected even more 
drastically by this proposal. 

It is clear, in fact, that the proposed amendment would permit the 
imposition of prohibitive duties on virtually any products which are 
successfully imported into the United States. How could any overseas 
industry be expected to spend the sizable time and money necessary 
to build markets in this country when it knew that it would be stymied 
if its efforts happened to be successful. Surely such a provision would 
be directly contrary to our basic policy of stimulating trade. We urge 
the Congress to reject this unwise amendment. 

In our opinion, the responsibility of the United States towards its 
free world allies, as well as in the uncommitted areas of the world, 
requires an extension of the Trade Agreements Act without tariff- 
boosting features which are in conflict with the fundamental intent 
and spirit of the program. Should the Congress allow the law to lapse 
or load it with protectionist features, it would be a signal to other 
nations that America is abandoning its promises and its stated objec- 
tive of promoting international trade. Our prestige and our leader- 
ship among the free nations would suffer a calamitous blow. Clearly, 
America’s future security requires Congress to pass a law which will 
permit our country to work in closer harmony with other nations 
and which will continue to grant the President discretionary authority 
to iguana the trade program as he deems best for all the American 

eople. 

' This means, we believe, that the United States must face up to its 
world responsibilities and must not yield to pressures for more and 
more protection from import competition. Indeed, it is imperative 
that we seek alternative methods of assisting domestic industries 
which are injured by import competition. In this connection, we have 
been pleased to note that serious congressional consideration is now 
being given to plans for direct assistance to the employees and man- 
sneemesie of such domestic industries, to help them relocate in new 
ields. 

Such proposals would be far less expensive for American consumers 
and more effective for American workers and investors than exorbitant 
tariffs, quotas, and other trade barriers. We are convinced, in brief, 
that they would serve the best interests of the United States economy 
and the national security, and would avoid the serious pitfalls that 
inevitably accompany efforts to curb import competition. 

Mr. Chairman, we urge the Congress to extend the Trade Agree- 
ments Act for at least 5 years, eliminating those provisions which 
have been used to pervert its basic purposes, and continuing the 
President’s discretionary authority to administer the program. 

Thank you. 

The CHAtRMAN. Without objection, the one page of material ap- 
pended to Mr. Lazrus’ statement will be included in the record at 
this point. 

(The appendix is as follows:) 








nicest ibe tia TIAA 


cha sisasienaanneectte i OO AAA A AA AA 


1916 RENEWAL OF TRADE AGREEMENTS ACT 


APPENDIX A 
Tariff rates under the Tariff Act of 1930 


j 
Rates | Present Possible 




















under rates rates 
Item 1930 rates 1936 | (since under ad- 
trade 1954) ministra- 
| agreement | tion bill 
PAR. 367 (A) 
Watch movements, time-keeping mechanisms, etc.: 
eee Ce Oe ns dn wap cee $10. 75 $10. 75 | $10. 75 $16. 12% 
More than 1 but not more than 17}.: 
If over 1.5 inches wide___-.- 1.25 . 90 | 1. 25 1.87% 
Over 1.2 inches but not over 1.5 inches_.._____- 1.40 . 90 1.35 2.10 
Over 1 but not over 1.2 inches______.-_-- 1. 65 . 90 | 1.35 2. 32! 
Over 0.9 but not over 1 inch..._____- 1.75 1. 20 | 1.75 2.62% 
Over 0.8 but not over 0.9 inch_______- 2. 00 1.35 2.00 3.00 
Over 0.6 but not over 0.8 inch----- 2.25 1.35 | 2.0214 3.37% 
0.6 inch or less wide__.___._._-.-- 2. 50 1.80 | 2. 50 3.75 
Having no jewels or only 1 jewel: | 
If over 1.5 inches wide__-__- .75 75 75 1.12% 
Over 1.2 but not over 1.5 inches______- . 84 . 75 . 84 1. 26 
Over 1 but not over 1.2 inches_- . 93 75 | . 98 1.39% 
Over 0.9 but not over linch........._-_____- 1.05 bs) 1,05 | 1.57% 
Over 0.8 but not over 0.9 inch. _.___._.-- 1. 20 .75 1.124%) 1. 80 
Over 0.6 but not over 0.8 inch. - Sa 1.35 .75 1.12% 2.02% 
RROD code Sa Ee 1. 50 . 90 1, 35 2. 25 
Additional duties (less than 17 jew wels): 
For each jewel in excess of 7. ._----- .15 .09 13% . 22% 
For each adjustment... .._...................- 1.00 | . 50 | . 50 1. 50 
Self-winding mechanisms, eset k 1,00 . 50 75 | 1, 50 








The CHarrMaNn. Are there any questions of Mr. Lazrus? 

Mr. Forand will inquire, Mr. Lazrus. 

Mr. Foranp. Mr. Lazrus, as you know, I represent a jewelry center 
that is having a terrible time right now, along with all of our other 
industries, of course. I realize that watches are considered a segment 
of the jew elry industry. 

I wonder if you could tell the committee just how the watch in- 
dustry finds itself economically under the depression that seems to be 
hitting the country. 

Mr. Lazrus. The watch industry at the present time is at about 
as low an ebb as I can recall since the early thirties. I do not feel 
free to mention names of different firms, but I would be glad to submit 
the financial statements of many of these companies, including our 
own, to the committee to show just how badly we are all faring. One 
of them, an importing concern, I consider totally in bankruptcy. We 
have a domestic manufacturer that has shown us a 40-week statement 
only recently, with tremendous losses both in operation and in their 
capital structure, because they can no longer continue to operate. 

In the case end of the business, people that furnish us with cases, 
we have had innumerable bankruptcies, as we have had in the watch 
segment itself, particularly in the import group. 

I think that the entire ‘jewelry business—and you should be very 
familiar with this, Mr. Forand, because you come from Providence, 
where so much of it is made—is in such a’bad state that if this condi- 
tion were permitted to continue, you would have perhaps 25 or 30 
percent of them in bankruptcy before this year is out. 

Mr. Foranp. Mr. Lazrus, you are confirming the reports that I 
have gotten from my home area. In fact, practically every week we 
have reports of one or two of our jewelry firms closing their doors. 
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Mr. Lazrvus. I do not mind telling you for our own company that 
we are presently losing anywhere from $100,000 to $200,000 a month. 
You can easily imagine that this condition cannot continue too long, 
even for ourselves; and we are a fairly sizable company. 

Mr. Foranp. Thank you very much. 

The CHarrMan. Are there any further questions of Mr. Lazrus? 

If not, Mr. Lazrus, we thank you, sir, for coming to the committee 
and giving us the benefit of the views of the American Watch 
Association. 

Mr. Lazrus. Thank you, sir. 

(The following material was filed with the committee:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., February 28, 1958. 
Mr. Pavut MIcKEYy, 
Vice President, American Watch Manufacturers Associalion, Inc., 
Washington, D. C. 

Dear Mr. Mickey: On December 26, 1955, the American Watch Manufac- 
turers Association, Inc., and the Bulova Watch Co. jointly requested the Office 
of Defense Mobilization to “initiate immediate action under Section 7 of the 
Trade Agreements Extension Act of 1955 (Public Law 86, 84th Cong.) to remove 
a continuing impairment to the national security.’”” On April 18, 1956, the Clock 
and Watch Manufacturers Association of America, Inc., filed a similar petition. 
Inasmuch as both the jeweled and pin-lever segments of the horological industry 
have produced a variety of essential timing and other devices used by the military 
and the civilian economy, it was decided to consider and answer these petitions 
for the horological industry as a whole. Accordingly, this letter replies to the 
two ‘Section 7’’ petitions. 

It should be borne in mind that, in conformity with the responsibilities of the 
Director of the Office of Defense Mobilization fixed by law, this study has been 
directed solely to the national security aspects of this problem. 

The Office of Defense Mobilization responded to the above mentioned filings 
by causing an exhaustive investigation to be undertaken which included: 

1. A review by the Department of Defense of all contracts it awarded to 
horological firms for the years 1951 through June 1957. 

2. Estimates of mobilization requirements in the horological field made 
by the Department of Defense and the Department of Commerce. 

3. The appointment of a consultant to undertake and coordinate an exam- 
ination of the jeweled-watch segment of the horological industry. A con- 
a engineer was appointed to assist with engineering advice; 

4. The holding of public hearings; 

5. Surveys, visits and discussions by Department of Defense teams with, 
manufacturers of 26 missiles; 37 nonhorological firms with capacity for pro- 
ducing safety and arming devices; domestic jeweled-watch plants; clock and 
pin-lever watch plants; key manufacturers of missile guidance systems; 
technical laboratories of the Defense Department; and an installation of the 
Atomic Energy Commission; 

6. Studies of pertinent skills by the Department of Labor in several 
domestic jeweled-watch plants; one importer jeweled-watch assembly plant; 
several clock and pin-lever watch plants; and a number of precision manu- 
facturing plants outside of the horological industry. 

7. A review by the interagency Advisory Committee on the Watch Indus- 
try of the data developed. 

An account follows of the principal actions taken and facts and data developed. 


ORDER BOARD REVIEW 


The Defense Department reviewed the order boards of all domestic horological 
firms, covering prime contracts, subcontracts, research and development and 
parts supply from 1951 through June of 1957. This review was necessary in 
order to measure the volume of horological products produced for military needs 
as well as to identify the items for which an alternate source of supply would be 
needed if they were not produced by the horological industry. The review also 
developed data useful in the preparation of requirements estimates. These data 
were made available to the Department of Commerce, the Department of Labor 
and to this Office. 
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REQUIREMENTS 


Studies by the Department of Defense indicate that new weapons and changed 
concepts have greatly reduced current military mobilization requirements for 
jeweled timepieces and timing devices. As an indication of the reduction which 
has taken place, military requirements reported as of December 1956 for jeweled 
watches and chronometers were drastically reduced from World War II require- 
ments; and were down to about one-half of 1954 estimated requirements. 

The most recent Department of Defense estimate, based on the latest strategic 
concepts, indicates a further reduction in volume in military requirements since 
December 1956 of as much as 75 percent in those timing devices which have 
been major items of military production by the horological industry. Mobiliza- 
tion requirements for watches and clocks have also declined since the December 
1956 estimates. 

A Department of Commerce estimate of essential civilian requirements for 
jeweled watches as of December 1956 was based largely on World War II experi- 
ence here and abroad, on specialized civilian and industrial needs and on annual 
market sales volume. A more recent review indicates a reduction in specialized 
needs. 

Civilian and industrial requirements for watches exceed the military require- 
ments but there are tens of millions of watches and clocks in use by individuals 
in the United States and several millions more in trade channel inventories that 
could be available for essential needs in an emergency. 


PUBLIC HEARINGS 


At hearings held on January 7, 8 and 9, 1957, twenty-eight witnesses were 
heard. The hearings were conducted in an informal manner. Every aspect of 
the question of the essentiality or nonessentiality of the horological industry to 
the national security that parties at interest, outside of the Government, wished 
to present was included in the record. 


CAPACITY AVAILABLE IN MOBILIZATION 


The Department of Defense has programed and assigned to individual firms 
certain military production which is to be undertaken should an emergency arise. 
The production of a portion of safety and arming and other timing devices has 
been assigned to horological firms. A study was made to determine (a) the 
items together with the volume planned for production in an emergency by the 
horological industry, (b) the scope of planning with plants outside of the horo- 
logical industry which had the capability to make the items referred to above, 
and (c) the capacity of nonhorological firms to produce safety and arming devices. 
Surveys of 37 selected nonhorological firms revealed both the capability and 
capacity to design and manufacture far in excess of the volume of orders assigned 
to horological firms without disturbing the production of other military items 
already planned for the particular firms. 


RELATIONSHIP TO THE MISSILE PROGRAM 


In the surveys of missile plants by the Department of Defense teams, par- 
ticular attention was directed toward the kind of precision operations being 
conducted, as well as to parts or components procured by the missile manufac- 
turers from horological firms. Specific inquiry was made of both the technical 
and executive level and especially of the procurement, production and design 
engineers to determine if there were items or components used in missiles upon 
which it was felt reliance must be placed on the horological industry to produce. 
The purpose of the survey was first explained to the executive management, 
after which the engineering staff was interviewed. A second meeting with the 
executive group was then held in order to obtain confirmation of the engineers’ 
report as to the experience of the firm in the use of horological industry firms 
and other sources of manufacture, 

The Department of Defense reported that many of the officials and engineers 
interviewed had been with missiie projects during the period of research and 
development and many of the missiles studied were in various stages of develop- 
ment. No missile manufacturer questioned indicated a dependence upon the 
horological industry either for production or research. : 

The Director of Guided Missiles stated that “Viewed solely from the standpoint 
of the potential contribution to the guided missile programs, it is evident that 
the horological industry cannot be considered to be essential to these programs. 
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To the extent the facilities of the horological industry are available to us, we 
shall continue to utilize them in competition with other qualified producers in 
nonhorological industries.” 


SURVEY BY DEPARTMENT OF DEFENSE TEAMS OF TECHNICAL LABORATORIES 


Safety and arming devices represent the largest volume in terms of either 
dollars or units which horological firms produce for use in missiles. The service 
laboratories having technical responsibility for safety and arming devices re- 
ported that many firms outside the horological industry have the capability and 
arene to design and manufacture these complex items and are presently 

oing so. 


SURVEYS BY DEPARTMENT OF DEFENSE TEAMS OF HOROLOGICAL FIRMS 


These inspections were made in order to observe the manufacturing processes 
in the various plants, with special emphasis on an examination of the firms’ 
research and development capabilities. While operations in this field reflecting 
real credit on the industry were noted, there did not appear to be an unusual 
research or development up that could not be found elsewhere. This 
view was shared by the Assistant Secretary of Defense for Research and 
Engineering. 

STUDIES BY LABOR DEPARTMENT TEAMS 


In the studies conducted in various plants by the teams of the Department of 
Labor, an examination was made of nine skills agreed upon by the jeweled- 
lever industry as being representative of key skills in the industry to determins 
the characteristics and employment of such skills and to obtain information as 
to the training period required to reach proficiency. Examination was also 
made of the skills in a number of pin-lever and nonhorological precision plants in 
order to determine if similar skills were to be found in such plants, and the length 
of time required to reach proficiency upon transfer from one group to the other. 
The wartime requirements for jeweled-lever industry skills were estimated on 
the basis of the production programs provided by the Department of Defense. 

The Department of Labor investigation showed that in most of the skills 
examined, with a brief training period, there was relative ease of interchange- 
ability between the jeweled and pin-lever segments of the horological industry, 
and with training periods of varying lengths, there could be some interchange- 
ability of key skills between precision manufacturers outside the horological 
industry and those within the horological industry. 


CONSULTANT’S REPORTS 


The consultant referred to above read and considered all evidence presented 
up to September 25, 1957, the date of his report. In the process of his investi- 
gation he visited the plants of the domestic jeweled-watch manufacturers, ob- 
served the operations of a number of importers, and also spent several days 
visiting jeweled-watch plants in Switzerland. While he did not have the benefit 
of data developed by investigations made in recent months by the Department 
of Defense, his conclusion reads as follows: 

“Tt is desirable to have a jeweled-watch industry in being in this country for 
the contribution it can make, along with other precision manufacturers, for pro- 
duction of the timing devices and other items needed by civilian and military 
users both in peacetime and in emergencies. However, due to significant reduc- 
tions in recent years in the mobilization requirements for jeweled movements, 
the tremendous advances in and diffusion of precision production techniques 
and the availability of necessary skills and production capacity, there does not 
appear to be a threat to the national security because of imports of jeweled-watch 
movements.” 

The engineering consultant, after visits to horological plants, to precision 
manufacturers outside the horological industry, and to a number of missile 
plants, reported in June 1957 that he had identified four items for military use 
which he believed only the jeweled-watch industry could produce. Based on 
this belief and his study of the subject from an engineering and organization 
standpoint, he concluded that the jeweled-watch industry was essential to 
national defense. 

Investigation later made by the Department of Defense established that 
three of these items were then being produced outside of the horologica) industry 
and the fourth had been found unsuitable for use in the missile complex in which 
it had been expected it could be beneficially incorporated. 
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CHANGES IN TECHNOLOGY 


In the years intervening since 1954 when this subject was last officially re- 
ported on by this agency, a substantial expansion of precision skills and plant 
espabilities has become incorporated in our industrial economy. This trend 
was developing rapidly by 1954 but had not reached its present degree of maturity 
and application. These skills and capabilities may now be found in many indus- 
tries with a consequent enlargement of the base in precision production. 


SUMMARY 


1. On the basis of the studies it has conducted, the Department of Defense 
has concluded that the horological industry is not essential in the supply of items 
critically needed by the military in times of national emergency. 

2. It is the opinion of the Department of Commerce, after giving considera- 
tion to all factors, that essential civilian requirements for high-precision jeweled 
timepieces during a national emergency could be met from domestic production 
that would be available, from inventories of such movements that are constantly 
widespread throughout distributive channels, and such imports as may be pos- 
sible from foreign sources. 

3. The mobilization requirements for watches and clocks have markedly 
decreased. 

4. New weapons and new strategic concepts have drastically reduced the 
requirements for the types of military items in the production of which the 
horological industry has participated. 

5. The base for precision production and skills in our industrial economy has 
expanded substantially. 

6. The interagency Advisory Committee on the Watch Industry is of the 
opinion that the level of imports of horological products does not threaten to 
impair the national security. 

CONCLUSION 


I have examined the report of the Department of Defense on this subject 
transmitted to me by the Deputy Secretary of Defense, the report made by the 
Department of Labor, the report of the consultant appointed to undertake and 
coordinate an examination of the jeweled watch segment of the horological 
industry and the report of the engineering consultant. I have also considered 
the requirements data submitted by the Department of Defense and the Depart- 
ment of Commerce, the evidence presented at public hearings, and the briefs 
and statements subsequently filed. In addition I have had the benefit of opinions 
of a number of individuals knowledgeable in this field and have considered the 
advice of the interagency Advisory Committee on the Watch Industry. 

On the basis of the evidence developed by the study, I am unable to find there 
is reason to believe that the level of imports of horological products threatens to 
impair the national security. 

Sincerely yours, 
Gorpon Gray, Director. 





THE SECRETARY OF DEFENSE, 
Washington, February 8, 1958. 
Hon. Gorpon GRay, 
Director, Office of Defense Mobilization. 

Dear Mr. Gray: On August 12, you addressed a letter to the Secretary of 
Defense on the subject of essentiality of the jeweled watch segment of the horo- 
logical industry to the Department of Defense in times of national emergency. 
Secretary Wilson responded on September 19, and your letter of October 7 
requested additional information relating to the horological industry as a whole. 
In your letter of October 7 you requested information on the following three 
specific points: (1) revised projections of requirements based upon current 
planning estimates, (2) ability to obtain these requirements from other than the 
horological industry, and (3) in the event there would be a necessity for utilization 
of the capabilities of the horological industry to what extent would reliance be 
placed upon the jeweled as compared with the pin-lever watch and clock segment 
of the industry. 

The Department of Defense has completed an exhaustive study of this subject, 
participated in by all elements of the Department having a significant interest 
in the answers to these questions. A copy of the report made to me is attached 
for your information and appropriate use. 
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The Department of Defense does not consider that it would be necessary to 
rely upon the horological industry for any substantial contribution in support of 
a possible future national emergency. It is our conclusion, therefore, that the 
horological industry is not essential in the supply of items critically needed by the 
oe of Defense in times of national emergency. 

Subsequent to the receipt of your letter of October 7, you orally requested the 
Depart ment of Defense to give special consideration to the research and develop- 
ment contributions which might be made by the horological industry. During 
the past few months, careful study has been given to this aspect of the study 
and visits have been made by staff of this office and the military departments to 
view the research projects and facilities of horological firms. No significant or 
promising research was observed that would support the idea that the industry, 
because of its special techniques, is essential to the security of the United States. 

Notwithstanding these conclusions, the horologica] industry has a good record 
of military support, and on a competitive basis we will use them whenever we can. 

Sincerely yours, 
Donatp A. QuaRLEs, Deputy. 


REPORT OF THE DEPARTMENT OF DEFENSE ON THE ESSENTIALITY OF THE HorRo- 
LOGICAL INDUSTRY TO THE PRODUCTION AND DEVELOPMENT OF MILITARY 
EQUIPMENT, AS REQUESTED BY THE DiREcCTORS OF DEFENSE MOBILIZATION, 
Fespruary 5, 1958 


The Department of Defense has assembled extensive production requirements 
and planning data as a result of surveys conducted in response to requests from 
the Office of Defense Mobilization to determine the essentiality of all segments of 
the horological industry in the supply of items criticaily needed by the Depart- 
ment of Defense in times of national emergency. The scope of the Department 
of Defense activities, as well as the form of its report, have been based upon 
guidance and agreements reached early in 1956 with the ODM Advisory Commit- 
tee on the Watch Industry and confirmed or modified by letters of the Director 
of Defense Mobilization on August 12 and October 7, 1957. Initially the decision 
to study the industry was made by the Office of Defense Mobilization as a direct 
result of the petition of the jeweled watch industry and subsequent petition of 
nine pin-lever watch and clock manufacturers, for relief under section 7 (b) of the 
Trade Agreements Extension Act of 1955. 

Originally it was agreed with the staff of the Office of Defense Mobilization that 
the Department of Defense would provide factual data only. This was com- 
pleted by the submission to the Director of Defense Mobilization on December 26, 
1956, of mobilization requirements and mobilization planning schedules of the 
military departments with industry (see table A). The letter of August 12, 1957, 
to Secretary Wilson stated its purpose as confirming an understanding with staff 
of this office to receive, with respect to the jeweled watch segment of the horo- 
logical industry, ‘‘an expression from you as to the essentiality of this segment of 
the horological industry in the supply of items critically needed by the Department 
of Defense in times of national emergency”’ (see table B). 

Secretary Wilson, in reply on September 19, 1957, coneluded that: 

“Tn summary, the facts which we have assembled, based on the latest available 
mobilization requirements estimates and the findings of a study of missile con- 
tractors, do not indicate major dependence upon the jeweled watch segment of 
the horological industry to meet Defense requirements. Despite the downward 
trend in our reliance upon the jeweled watch industry, the Department of Defense 
must say that it is a very desirable industry with a commendable record of 
assistance in meeting defense needs, both in peacetime and under mobilization.” 

This letter, in providing background, stated that the Department of Defense 
in 1954 and 1955, 

“* * * reported that the entire horological industry was considered essential 
to meet military mobilization requirements. Since that time, planning concepts 
and mobilization requirements have changed significantly, as will be discussed 
in this letter. While we cannot now report that this industry is essential to the 
same degree, we wish to emphasize the fact that the entire horological industry 
continues to be a desirable and important source of supply for military goods, 
both in peacetime and in time s of national emergency” (see table C). 

In a letter on October 7, 1957, the director pointed out that the Office of De- 
fense Mobilization also had “pending before it a petition of the pin-lever watch 
and clock industry for relief under section 7 of the Trade Agreements Extension 
Act.”; that “some further review of mobilization requirements planned for 
production by the nonjeweled segment may be necessary to an adequately in- 
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formed decision,’’ and suggested that in our “reply to this request it might be 
desirable to deal with the total horological industry.’’ This letter also asked 
for additional information as follows: 

‘“* * * Tt is requested, therefore, that you furnish us the following information 
as soon as it is available. 

1. Revised projection of requirements based upon your current planning 
estimates. 

“2. Ability to obtain these requirements from other than the horological 
industry. 

“3. If you believe there would be a necessity for utilization of the capabilities 
of the horological industry, to what extent would you rely upon the jeweled as 
compared with the pin-lever watch and clock segment of the industry” 
(see table D). 

The report (table A) submitted by the Department of Defense to the Director 
of Defense Mobilization on December 26, 1956, contained mobilization require- 
ments for jeweled watches, chronometers, and aircraft clocks, safety and arming 
devices and mechanical timers for missiles and ammunition; timing devices for 
photographic equipment and fire control, and a series of miscellaneous items 
including nonjeweled watches and clocks. These data have been carefully 
reviewed to determine whether they apply equally to all segments of the entire 
horological industry. Except for gyroscopes, which were not included in the 
report of December 26, 1956, the mobilization requirements contained in the 
report include the total needs which the entire horological industry is known 
to be able to produce. 

A separate study of gyroscope requirements and capacity conducted under 
the ODM components supply-deficiency program concluded that there is ade- 
quate capacity to meet mobilization needs without dependence upon the United 
States Time Corp. There are at least 35 producers. United States Time Corp. 
is a major manufacturer of gyroscopes and the only important manufacturer 
from the horological industry. The gyroscope business of this firm is sufficiently 
large to be self-sufficient in itself. 

We have reviewed carefully the order boards we secured from all horological 
firms covering prime contract, subcontract, research and development, and parts 
supply, from 1951 through June 1957. We have also studied carefully the field 
reports submitted by our representatives visiting the missile manufacturers. The 
missile survey covered 18 firms having 21 plants and building 26 missiles, as indi- 
cated by the watch industry as important to them. Both executive and tech- 
nical levels were consulted in each firm. In securing these data the missile firms 
were told that their individual experience would not be released to the public. 
All firms indicated they were not dependent upon the jeweled watch industry. 
Except for the United States Time Corp. gyroscope, alternative sources indicated 
by the missile manufacturers were outside of the horological industry (see table E). 

Technical laboratories having responsibility for safety and arming devices for 
missiles, including Sandia Corp. through the Atomic Energy Commission, re- 
ported a large number of nonhorological firms as having experience in both the 
design and manufacture of safety and arming devices for missiles and ammunition. 
A survey of 37 nonhorological firms by representatives of this office and the Dia- 
mond Ordnance Fuze Laboratory and the armed services procurement planning 
officers, revealed capacity to produce over $1,200 million in value of safety and 
arming devices without disturbing that capacity already planned for other mili- 
tary items or for the defense-supporting economy. Attached is a summary 
report of this survey presenting these facts. These firms also were told that 
individual plant data would not be released without their expressed permission 
(see table B. 

The letter of October 7, 1957, requested additional data be furnished as 
outlined below: 

“1. Revised projection of requirements based upon your current planning 
estimates.” 

A detailed computation by the military departments will be available shortly 
and will be forwarded under separate cover. The attached estimates are satis- 
factory for these analyses and represent the latest strategic coneepts. Mobiliza- 
tion requirements decline very sharply from the levels reported in the study of 
December 26, 1956. The decline of 75 percent for all VT fuzes is typical. 
The aircraft and naval mobilization requirements which use jeweled lever escape- 
ments also decline approximately 75 percent (see table G). 
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“2. Ability to obtain these requirements from other than the horological 
industry.”’ 

The safety and arming devices represent the largest volume in terms of dollars 
or units of the items which the horological firms could produce for defense during 
mobilization or currently. The survey shows conclusively that nonhorological 
firms can meet the entire requirements. The missile industry survey also clearly 
shows that nonhorvlogical firms can produce the items these horological firms 
supplied to the missile manufacturers. Only the watch cannot be produced in 
other firms, but the mobilization requirements for watches have declined very 
sharply, because of drastic changes in the policy of issue to troops, even below the 
levels reported in the December 26, 1956, report. 

“3. If you believe there would be a necessity for utilization of the capabilities 
of the horological industry, to what extent would you rely upon the jeweled as 
compared with the pin-lever watch and clock segment of the industry.” 

The Department of Defense studies reveal that the horological industry as a 
whole is not essential to the production of military equipment. This does not 
mean that this industry will not participate in military procurement. It merely 
means that there are competitors which can produce items this industry manu- 
factures for defense and that they can meet the total demands for defense, except 
for jeweled watches, which were covered above. Therefore, this office would not 
attempt to distinguish which segment ultimately would be used more under these 
circumstances. : 

After receipt of the letter of October 7, 1957, the Department of Defense was 
asked by the director to comment on the essentiality of research and development 
of the horological industry to the production of military equipment. When the 
director requested that research be considered, arrangements were made for staff 
of the Assistant Secretary of Defense (Research and Engineering) and the military 
departments to visit both segments of the horological industry, as well as certain 
nonhorological firms. The Assistant Secretary of Defense (Research and Engi- 
neering) reported they “observed no highly significant or promising research that 
would support the idea the industry as a whole is, because of its special techniques, 
essential to the security of the United States’ (see table H). 

Research and development was given consideration in the many other phases 
of this study. Specifically, the order boards requested from the horological firms 
included a list of every research project undertaken by these firms for military 
equipment from 1951 through June of 1957. In the case of the missile survey, 
the teams analyzed the experience of the firms with production engineers, pro- 
curement specialists, and particularly, the design engineers. Many of these 
officials had been with the missile projects during the period of research and 
development and many of the missiles studied were still in various stages of 
development. No missile manufacturer visited indicated dependency upon the 
horological industry for research. Development was a primary consideration of 
the service laboratories consulted in connection with the safety and arming 
devices used in missiles. They advised that the nonhorological firms reported by 
them as having experience to produce these items have a design capability as well. 

Visits to a selection of manufacturers of guidance systems for important missile 
systems provided similar conclusions to those obtained from missile manufac- 
turers; that loss of the horological industry would not affect their production 
of guidance systems for missiles (see table I). 

The Director of Guided Missiles states, ‘‘Viewed solely from the standpoint 
of the potential contribution to the guided missile programs, it is evident that the 
horological industry cannot be considered to be essential to these programs. 
To the extent the facilities of the horological industry are available to us, we shall 
continue to utilize them in competition with other qualified producers in non- 
horological industries’ (see table J). 

In summary, the Department of Defense does not find that the horological 
industry is essential in the supply of items critically needed by the Department 
of Defense in times of national emergency. Despite this fact, the Department 
of Defense recognizes the horological industry has a good record of contribution, 
and on a competitive basis, Defense will continue to use the industry wherever 
it can. 

Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics). 
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ASSISTANT SECRETARY OF DEFENSE, 
RESEARCH AND ENGINEERING, 
Washington, D. C., February 1, 1968. 


MEMORANDUM FOR THE ASSISTANT SECRETARY OF DEFENSE (S. AND L.) 


Subject: Watch industry. 

Members of our staff and research and development representatives of the 
military services visited the following watch manufacturing concerns: Bulova, 
Elgin, General Time, Hamilton and United States Time. Visits were also made 
to firms or institutions concerned with the design or manufacture of precision 
guiding systems or components for missiles as follows: Minneapolis Honeywell, 
Massachusetts Institute of Technology, and AC Spark Plug. 

Our review of this situation has been confined strictly to the mechanical and 
engineering aspects of the problem. The conclusions and recommendations 
which ollow are, therefore, confined to this aspect of the situation. 

Our survey did not reveal outstanding research projects underway, in the 
watch industry. A detailed review of past and present Government contracts 
in the various watch plants showed that most of the development work was the 
adoptation of watch mechanisms to supply a time function for such items as fuzes, 
and so forth. In other words, most of this work is aimed at product engineering. 


CONCLUSIONS 


1. From our survey of this situation we conclude that the watch industry is an 
important industry for the American consumer. 

2. We do not consider the watch industry essential to the security of the United 
States. Other industries can make precision mechanical parts to equivalent 
accuracy. 

3. We observed no highly significant or promising research that would support 
the idea the industry is, because of its special techniques, essential to the security 
of the United States. In fact, most of the production machinery was either 
purchased from Swiss sources or adaptations or copies of Swiss machinery. 


Pau. D. Foore. 





SUMMARY OF THE SuRVEY OF MISSILE MANUFACTURERS To DETERMINE THE 
ESSENTIALITY OF THE JEWELED WATCH INDUSTRY TO THE MANUFACTURE OF 
MISSILES 


The jeweled watch industry contends that it is essential to the manufacture 
of missiles. The Director of Defense Mobilization has asked the Secretary of 
Defense, in a letter dated August 9, 1957, to determine whether or not this is the 
case. Four survey teams representing the Office of the Secretary of Defense 
visited all of the important missile manufacturers and established the actual 
record of procurement experience and deliveries with the jeweled watch industry. 
Lists of the 20 plants visited, covering 25 missiles, and the membership and 
itinerary of the survey teams, are attached. All of the missile manufacturers 
reported by the jeweled watch companies as obtaining products from these four 
firms, were included in the survey and the specific orders discussed with manage 
ment. A list of these products is also attached. 

The survey teams were instructed to explain the nature of the visit to executive 
management first; then obtain information from the procurement, design and 
production of engineering staff; and finally, to return to executive management 
in order to outline for purposes of confirmation, what the survey team found to 
be the experience of the firm in using the jeweled watch industry, horological 
firms and other sources. This was done in every case. In addition, visits were 
made to the Naval Ordnance Laboratory having technical responsibility for 
safety and arming devices for all naval, and some other missiles, and the Diamond 
Ordnance Laboratory in Washington having similar responsibility for the Army. 

Every missile firm had good sources of supply completely outside of the horo- 
logical industry for every item listed by the jeweled watch industry. 

There was no single instance in which a missile firm felt that development or 
production was dependent upon the capability of the jeweled watch industry or 
any horological firms. Sources outside of the horological industry as a whole 
were manufacturing all of the products reviewed. 

Missile manufacturers stated (1) that the jeweled watch industry was not 
aggressive enough to obtain the business; (2) the items involved were dependent 
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upon a different know-how and therefore represented diversification of production 
to the jeweled watch firms in the same way that it represented diversification of 
production for other firms; (3) precisions for the missile systems frequently ex- 
ceeded the capability of the jeweled watch industry; (4) the industry must par- 
ticipate at the time of development to secure important business; and (5) there 
are millions of dollars of procurement which the jeweled watch industry could 
secure if it would use the engineering sales techniques of producers goods manu- 
facturers. These statements are substantiated by the fact that the four jeweled 
watch manufacturers reported only $8.6 million of subcontract support from 1951 
to June 30, 1957, for all manufacturers of all military equipment. 

The safety and arming devices can be produced by at least eight other manu- 
facturers, who have the same ordnance capability that the jeweled watch firms 
have developed. This ordnance know-how is in no way dependent upon jeweled 
watch manufacturing capability. The jeweled watch industry does repr>sent 
excellent capacity to manufacture safety and arming devices and have competi- 
tively secured a considerable amount of this business. They are very desirable in 
this field. They must and do compete with many other firms outside of the horo- 
logical industry. There is a definite trend toward electronics as well as electro- 
mechanical devices to supplant mechanical timers and safety and arming devices 
in the missile. 

Each of the team reports contain specific examples to support the statements 
outlined above. Not a single report of the four survey teams supports the 
contentions of the jeweled watch industry that it is essential to missile development 
or production, or any suggestion that any part of the horological industry as a 
whole is. 

A. W. BuscHMAN. 

The CuarrMAN. Our next witness is Mr. Kenneth M. Plaisted. 

Will you please identify yourself for the record by giving your name, 
address, and the capacity in which you appear. 

Mr. Puatstep. Thank you, Mr. Chairman. 

At the outset, I apologize for the unpleasant quality of my voice. 
I fear I have brought in a cold from our cold Midwest. 


STATEMENT OF KENNETH M. PLAISTED, EXECUTIVE SECRETARY 
OF THE NATIONAL BOARD OF FUR FARM ORGANIZATIONS, INC., 
MILWAUKEE, WIS. 


Mr. Piaistep. Mr. Chairman and gentlemen of the committee, 
my name is Kenneth M. Plaisted. I am appearing in the capacity of 
executive secretary for the National Board of Fur Farm Organiza- 
tions, Inc., with offices at 152 West Wisconsin Avenue, Milwaukee, 
Wis. This organization represents 49 State, regional, and marketing 
associations, the 6,750 members of which are engaged in the domestic 
raising of mink and fox. 

My purpose in presenting this statement and appearing before this 
committee today is to acquaint you with the views of the Nation’s fur 
farmers as they relate to the legislation involving the renewal of the 
Trade Agreements Act. 

It is our position that in any consideration of the extension of the 
trade agreements legislation, Congress should also consider amending 
the escape clause procedures provided for in section 7 of the Trade 
Agreements Extension Act of 1951, as amended, in order to broaden 
the authority of the Tariff Commission to review and recommend 
appropriate relief in those cases where the product or products under 
review are basically a free list item under the Tariff Act of 1930. 

The very existence of the fur-farming industry in the United States 
is seriously threatened today by the ever-increasing and unregulated 
flow of foreign-produced mink pelts into the New York market. 
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According to the United States Department of Commerce, in the 
10-year period from 1947 to 1957, imports (exclusive of “Jap mink’’) 
have increased from 777,000 to 2,800,000. This amount now equals 
more than 50 percent of domestic production. And incidentally, it 
is also very close to 50 percent of domestic consumption of mink pelts 
in the United States. 

The dilemma with which we are now confronted is that there is no 
place to turn other than directly to Congress in our plea for relief. 
Under the provisions of paragraph 1681 of the Tariff Act of 1930, 
mink pelts in the undressed stage were placed on the “free list,” which 
action subsequently was made a part of the concessions in our trade 
agreements program. 

The reason I think, gentlemen, that the mink pelts in 1930, when 
the Tariff Act was passed, were put on the free list was that there was 
no fur industry as such, fur-farming industry, that was raising mink. 
The emphasis in those days at the fur farm level was on fox. 

In order to obtain a recommendation from the Tariff Commission 
in an escape clause action we would have to prove, under the present 
law, that the concession was the cause of the great increase in imports. 
To improve such, of course, would be an impossibility, for the mink 
pelts were already being imported free of duty before any trade agree- 
ment was made. Even if the Tariff Commission should make a study 
of the industry and find that the concession was the cause of the in- 
creased imports, the complete withdrawal of the concession under the 
escape clause procedure would still leave the item free of any duty or 
quota. 

What is urgently needed, therefore, is an amendment to the escape 
clause law which will permit the Tariff Commission to study the con- 
ditions of those industries whose problems are not directly a result, 
either in whole or in part, of a trade concession. Anything short of 
legislation along this line leaves an industry such as ours with only 
one avenue and that is the one which leads directly to Congress and 
this very committee. 

The fur farming industry in the United States today is a well estab- 
lished and important part of our agricultural economy. Its 6,750 
producers who are, in the main, family size operators, now produce 
an annual crop of 4 million mink pelts having a market value in excess 
of $80 million. The total capital invested in the Nation’s fur farms 
is $150,480,000, exclusive of breeder animals. It is an industry the 
economic health of which, we believe, warrants serious consideration. 

The Nation’s fur farmers in the past and today have taken great 
pride in the fact that they have never come to Washington asking for 
preferential treatment or marketing subsidies as have practically all 
other agricultural producers. The industry is now faced, however, 
with a problem which it cannot handle or cope with by its own action. 

Many of our farmers were forced out of business last year because 
of the depressed market conditions. In 1957 the average price received 
for a ranch-raised mink pelt was $19.47, which is perilously close to the 
cost of production, as compared to $26.06 received in 1956. This rep- 
resents a decrease of more than 25 percent, and the figure of $19.40 
in many instances just about reaches our producers’ cost of production. 

The simple fact is that there were just too many mink available. 
The situation is becoming increasingly critical as can be seen from the 
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rapid rise in the number of imports. We might as well be prepared 
to write off another American industry, unless something is done to 
regulate the flow of mink pelts into this country in an orderly manner. 

In figures that were just made available this week by the United 
States Census Bureau, the imports in 1957, in 1 year, increased 
896,000 mink pelts over the imports of 1956. That 1 year’s increase, 
just this past year, gentlemen, represents more than the total increase 
in imports in the years 1952 to 1956. 

To give you an example of what we foresee in the immediate future, 
I would just like to read one very brief paragraph from a letter which 
has been forwarded to us by the United States Department of Agri- 
culture Foreign Agricultural Service, Washington, D. C. They for- 
warded us a letter from a Mr. W. D. Termohlen, agricultural attaché 
in Tokyo, Japan. In making a survey of the mink farming industry 
in Tokyo, Japan—this is the part of the farming industry over there 
that raises what I will call the American-type ranch mink—they have 
said this: 

There seems to be a plan for the future in Okido as far as mink production is 
concerned, and it was given to me on the following basis: 

In 1957, 10,643 mink to be raised; 1958, 25,000 mink; 1959, 69,000 mink; and 
in 1960, 145,000 mink. 

Gentlemen, those mink are all being raised for the New York market. 
I think it is safe to say over 85 percent of the world production of 
mink pelts is consumed here in the United States. At the present 
time, according to the United States Department of Commerce figures, 
there are no mink of the ranch type coming into the United States 
from Japan. But this is just 1 example of what is going on in 1 
producing country, all aimed at the United States market. 

As an industry we have left no stone unturned in an effort to bring 
this problem to the immediate attention of the foreign producers. 

In 1956, we made a serious attempt to get together around the 
conference table with the representatives of other fur-farming vations, 
among them Canada, the United Kingdom, Norway, Sweden, Finland, 
Denmark, and Japan. The purpose of the meeting was to discuss, 
among other things, the danger facing the farm producers everywhere 
if imports of mink pelts into the New York market were not curtailed 
in some manner. 

After accepting invitations to attend the conference and after we 
in the United States and the Canadian representatives had gone to 
considerable inconvenience in arranging the dates of the conference 
to accommodate the Scandinavian nations, we were notified at a very 
late date by the officials of the Scandinavian Board of Fur Farm 
Organizations that it was their decision not to attend the Interna- 
tional Conference. All other nations which we had contacted 
respectfully acknowledged our invitation with regrets that they were 
not in a position to send delegates. In the case of Japan, we received 
nothing other than form letters acknowledging that our correspond- 
ence was being forwarded on for someone else’s consideration. 

The International Conference went forward as planned and was 
held in Madison, Wis., on September 26, 27, and 28, 1956, with 
representatives from Canada, the United Kingdom, and the United 
States being present. Needless to say, without the other major 
producing nations in attendance, nothing constructive could be 
accomplished in this area. 
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As an industry, the fur farmers are not seeking any great reduction 
in the amount of mink pelts permitted free entry into this country. 
This attitude is evidenced by our support of H. R. 9306, which has 
been referred to this committee, and which provides an orderly, fair, 
and equitable basis for a sharing in the United States market by all 
producing countries. 

Specific legislation of this type, however, would not be needed if, 
in some way, the legislation now before this committee for study could 
be adequately broadened in order to provide an avenue of appeal to 
the Tariff Commission through the escape clause procedure. 

Mr. Foranp (presiding). Does that complete your statement? 

Mr. Puaistep. Yes, sir. 

Mr. Foranp. Without objection, the table attached to your state- 
ment will be incorporated in the record at this point. 

Mr. Puaistep. Thank you, sir. 

(The table is as follows:) 


TABLE I.—Mink furs, undressed (including Jap mink): United States imports 
for consumption, by principal sources, specified years 1947-57 


inbiitabatad in thousands of spe 




















| | | | 
Country | 1947 1950 co 1951 | 1952 1953 1954 or 1955 i. 1956 | 1957 

maa Joti. 2 ks ck | ems| on| ser] cas | 753] 805] 746| 792! 1,019 
td 18 | 95 | g2/ 11} 162 215} 361] 358} 554 
Denmark. --. skeet a7 | 112 | 87 142 | 197 | 218; 263 356 | 599 
Norway _- een ee coe 27 26 | 33 | 57 | 92 | 156 | 217 | 341 
Finland 1 42 | 39 39 | 82 | 72 | 103 119 | 187 
United Kingdom_____.____- (*) | 6 6 4 4) 8 10 | 12 43 
iio oatenans ap ral 57 | Ww 28 3 | 14 | et | 18 | ll 19 
Fenees ————E ee sueciendd f caticcineniageinasionnmen | cecieasmmnpantsitaate 
Total. ...... bioistee bss | 777 | 1,058| 865 | 1,164 | 1,269 | 1,422 | 1,657 | 1,865 | 2,761 
Japan......... ans 251 539 410 459 349 419 529 403 | 290 
Grand total...........| 1,028 | 1,597 1,275 | 1, 623 | 1,618 | 1,841 | 2,186 | 2,268, 3,051 


*Less than 500 0 pelts. 


Mr. Foranp. Mr. Holmes will inquire. 

Mr. Homes. I have listened to vour statement with a great deal of 
interest. 

Do you have the value of the same type of mink pelt imported into 
this country versus the value here? 

Mr. Puiaistep. Yes, sir. The value of imported mink pelts in the 
vear 1957, January through February, was $11.55 

Mr. Houmes. In New York City? 

Mr. PuatsTED. Yes, sir. ae. was the import value put on by the 
Department of Commerce, $11.55. That compares with an average 
value of our pelts of $19.47. 

Mr. Hotmes. What nations, of the ones that you have given in your 
statement, export the most into this country? 

Mr. Puarstep. Referring to table I, which is attached to my state- 
ment, Mr. Congressman, C ‘anada in 1957 exported the greatest amount 
of mink pelts to the United States, 1,019,000, an increase of almost 
400,000 in one year. The next highest exporter to the United States 
is Denmark; then Sweden, then Norway, and then Finland. 

As you will note, on table I we have separated Japan from the other 
exporting nations, principally because the figures here with regard to 
Japan are what we call Jap mink, often also called Asiatic mink or 
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kolinsky, and it is valued at only about $2.50. It is not felt, therefore, 
to be truly competitive in this country, and we did not wish to mislead 
the committee, so we set forth the Japanese exports separately. 

Mr. Houmes. I have one other question. To what do you attribute, 
as the main cause, this rapid increase of imports? 

Mr. Puatstrep. | think that in talking with the representatives from 
the foreign nations, Congressmau, and reading the various fur journals 
which probably represent their views, I fear that they have the mis- 
conception that there is just an unlimited market here in the United 
States for mink pelts, and that they are expanding their production 
just as rapidly as they can, to get every last dollar of the American 
dollars that they can. 

In some countries, such as Denmark-—and this I have been officially 
informed of by our own agricultural attaché—there are certain in- 
centives to produce a product for export to gain dollars. In the case 
of Denmark, there is a bonus of 6 percent to produce something for 
export that the Government gives the fur producer. But that is the 
only instance I know where an actual incentive is given in terms of 
dollars. 

Mr. Foranp. Mr. Byrnes. 

Mr. Byrnes. Mr. Plaisted, could you tell me in what agreement 
the mink pelts were frozen on the free list? 

Mr. Puatsrep. 1948, sir. 

Mr. Byrnes. In 1948? 

Mr. PuatsTeD. Yes, sir. 

Mr. Byrnes. When the duty was first imposed in 1930, when it 
was first put on the free list, do vou have any particulars as to what 
the importation of the type of mink being imported today was at that 
time? 

Mr. Puaisvep. I would say practically none, Congressman Byrnes. 
Most of the mink that were being imported at that time would be a 
very negligible amount, and it was wild mink, 

Mr. Byrnes. That is the point I am trying to make. What we 
have done since that date is really to develop a new industry, not only 
here but even worldwide, as far as mink furs are concerned, in that 
now you have the mutation mink and the other highly developed 
mink that you are raising, rather than just the wild mink that used 
to be the source of the fur in 1930, at the time that the last tariff act 
of any consequence, really, was passed. 

Mr. Puiatstep. Yes, sir; you are absolutely correct. This is an 
entirely new industry that has built up, as you point out, since 1930. 

Mr. Byrnes. Yet you find yourself now burdened by a situation 
in which by the Trade Agreements Act itself, these furs are frozen in 
a duty-free status, so that Congress, in a sense, is prohibited from 
acting, on the theory that that would violate an agreement and it 
should be taken care of through a revision of our agreements, and yet 
there is no basis for you to come in under the escape clause without 
proving that the actual freezing is causing the increased imports. 

Mr. PLatstep. That is right, sir. Our hands are tied completely. 

Mr. Byrnes. I think the point you make here also should be 
stressed, that even if they should find injury, and an injury resulting 
from the concession, the only action that the Tariff Commission could 
recommend would be quota lists. Is that correct? 

Mr. Pratstep. Yes, sir. 
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Mr. Byrnus. Yet I understand that it is your proposal that it 
would not be necessary to give you the protection you desire to rely 
entirely on quotas, and it could be a combination of quota and duty, 
when the importation gets over a certain point. 

Mr. Puatstep. Yes, sir. We would favor a program of that sort. 

Mr. Byrnus. Then, if the escape clause as it stands were amended 
so as to eliminate this need of proof that the injury results from the 
concession, that would help you some; and then if it went further and 
gave the Tariff Commission authority to recommend other restrictions 
on the matter of quotas, it would also be helpful? 

Mr. Puatstep. Yes, sir. If it can be amended in that respect, we 
will take our chance and stand or fall with other industries under the 
escape clause law, whichever way it is amended. 

Mr. Byrnes. Your industry itself has done quite a little work, has 
it not, in the last number of years to try to develop the American 
market by advertising? Particularly, I am acquainted with the work 
on some of the mutation minks in their advertising campaigns, and so 
forth. 

Mr. Puaistep. Congressman Byrnes, I think that is part of the 
industry’s accomplishment in this field. From the beginning of the 
organizations in this industry, the fur farmers themselves, have, through 
deductions made at the auction company, set aside a fund for con- 
sumer advertising. Since 1942, when the various new types of mink 
were beginning to be developed on the ranches, the fur farmers them- 
selves have spent out of their own pockets $3% million in advertising 
to the consumer. 

As some industries go, I suppose that does not sound like much, 
but that is farm money. And it has not been the newspaper type of 
advertising, but has been put into the good, high-prestige fashion 
magazines, directed to that consumer. 

Mr. Byrnes. Do the foreign producers participate in any way in 
financing this advertising campaign? 

Mr. Puatstep. No, sir. 

Mr. Byrnes. My understanding is that the attitude of the Cana- 
dian producers is, as would seem to be evidenced from your statement, 
that they have been willing to recognize the problem that is being 
created in this country. But do I understand correctly that there 
is no cooperation expressed and no willingness to recognize the situa- 
tion developing in the American market as far as the Scandinavian 
countries are concerned? 

Mr. Puatstep. We have seen none at all, Congressman, and your 
reflection as applied to the Canadians is absolutely correct. They 
were most willing to come down and talk with us. They are very 
concerned about this problem, because it is their market as well. 
They are dependent on the New York as well as we are. 

Mr. Byrnes. But I gathered, too, that their imports have not 
increased since 1951 anywhere near as much as the imports from the 
Scandinavian countries, such as Norway, which I gathered had in- 
creased about 13 times since 1950 or 1951. 

Mr. Puaistep. That is correct, Congressman. In fact, the Cana- 
dian exports to the United States were even less in 1956 than they 
were in 1952. 
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Mr. Byrnes. Do I gather correctly from that letter that you read 
from, the Japanese are now prepared to send in a directly competitive 
mink fur, namely, a ranch type, and the higher quality fur? 

Mr. Puaistep. Yes, sir. It will be a regular type of American 
ranch mink, a regular competitive fur. 

Mr. Byrnes. I have just one further question. 

How much of these imports are of what you call mutation mink, 
the fancier furs? 

Mr. Puatstep. Anything is a mutation, Congressman Byrnes, that 
is not a dark, the standard type of mink that ran in the wilds. I do 
not have the exact figures with me in answer to your question, but I 
would believe it would be safe to say 80 percent of the imports are 
one of the various mutation types. 

Mr. Byrnus. Does some of this come from breeding stock originally 
developed in this country or not? 

Mr. Puaisrep. I think in earlier years there were a few breeders 
and only a handful, I might say, that sold breeding stock to some of 
the foreign producers. 

Mr. Byrnes. So that this stock that is coming in is from their own 
development? 

Mr. Puaistep. In a sense. However, it was only some of the 
basic mutations years ago that were sold; and taking one or two of 
the basic mutation mink, they have gone ahead and developed their 
own, different strains. 

Mr. Byrnes. That is all. 

The Cuarnman. Are there any further questions of Mr. Plaisted? 

If not, Mr. Plaisted, we thank you, sir, for coming to the com- 
mittee and giving us the benefit of the views of the National Board 
of Fur Farm Organizations. 

Thank you, sir. 

‘Mr. Puatsrep. Thank you, sir. It was a pleasure. 

(The following statement was submitted to the committee:) 


STATEMENT OF SCANDINAVIAN Boarp oF Fur Farm Ora@anizatTions, INc., 
SUBMITTED BY SHARP & Boaan, WasHINGTON, D. C. 


On March 13, 1958, Mr. Kenneth M. Plaisted, executive secretary for the 
National Board of Fur Farm Organizations, Inc., appeared before this committee 
in conjunction with the hearing being conducted on H. R. 10368, 85th Congress— 
the proposal to extend the trade agreements legislation. 

The existence of the mink fur-farms industry, according to Mr. Plaisted, is 
seriously threatened “by the ever increasing and unregulated flow of foreign 
produced mink pelts into the United States.’’ Since, in his opinion, the existing 
law is inadequate to afford to the mink growers the protection they need from 
unregulated imports, Mr. Plaisted reeommends an amendment to section 7 of 
the Trade Agreements Extension Act of 1951, or the enactment of H. R. 9306 
of the 85th Congress, a bill which would place a restrictive quota on imports of 
mink skins. 

The statement of Mr. Plaisted is a conglomeration of half truths, misinformation 
and non sequiturs. We believe the committee should have the full and true story 
on the record. We present the facts below. 


THE RAPIDLY GROWING DOMESTIC FUR-FARMING INDUSTRY 


Mr. Plaisted states that the “fur farming industry in the United States today is 
a well established and important part of our agricultural economy. Its 6,750 
producers, who are, in the main, family size operators, now produce an annual 
crop of over 4,000,000 mink pelts having a market value in excess of $80,000,000. 
The total capital invested in the Nation’s fur farms is $150,480,000, exclusive of 
breeder animals. It is an industry the economic health of which, we believe, 
warrants serious consideration.” 
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Let us give this industry some “serious consideration.’”’ In 1952 there were 
4,849 mink ranches in the United States. In 1953 the number increased to 
4,977, while in 1954 it increased to 5,401. In 1955 the number shot to 6,162, 
and again, in 1956, climbed to 6,525.!_ Mr. Plaisted advises us that it is now 
6,750. Thus, in 5 years, the number of mink fur farms in the United States has 
increased by over 40 percent, a record of growth which is indeed enviable. 

In 1949, mink fur farmers produced 2,500,000 pelts valued at $52 million and 
have consistently increased their annual production by at least 200,000 pelts 
until, in 1956, their production was over 4 million pelts valued at more than 
$77 million. During the period 1948 to 1956, exports of domestically produced 
mink pelts almost quadrupled, until now their annual value is almost $10 million. 
In addition, United States exports of dressed domestic furs have amounted to 
almost $9 million. 

We agree with Mr. Plaisted. The fur farming industry in the United States 
is indeed ‘‘well established” and its “health’’ would undoubtedly, if it was human, 
be a joy to the most conservative life insurance carrier. May we suggest that the 
national board’s spokesman correct, if wrong, the following: 

1. “‘The statistical picture of the United States mink farming industry, drawn 
by the facts and figures obtained by the National Board of Fur Farm Organizations 
in its annual survey of the Nation’s mink farms, shows that the industry made 
another substantial gain in size and income in 1955.’’ (American Fur Breeder,? 
November 1956 Fur Farm Guide Book, p. 11.) 

2. ““Domestie prod:iction in 1956 totaled 4,417,063 pelts. This was an increase 
of 31.3 percent over the 1955 production * * *’’ (American Fur Breeder, 
September 1957, p. 14.) 

We note that Mr. Plaisted refers to the mink growers as being an important part 
of the “agricultral’’? economy of the United States. The reasoning by which 
mink growers consider their pursuits “agric ltural’’ in nature escapes us. Are the 
several Kentucky and Virginia horse-breeders also a part of the agricultural eco- 
nomy of the United States. Similarly, what about dog-breeding kennels and 
parakeet and canary raisers? We concede that the mink growers are popularly 
referred to as “‘farmers.’’ We believe, however, that this is no basis for labeling 
the raising of mink as agricultural. The mink growers are an important part of 
the fur industry and should be considered as such. 


THE BOOMING MINK BUSINESS 


Mr. Plaisted lamented: Many of our farmers were forced out of business last 
year because of the depressed market conditions.’”’ [Emphasis supplied here and 
througho °t.] 

For the facts, we refer the Committee to the Annual Statistical Report prepared 
by the Board, of which Mr. Plaisted is the Executive Secretary. This report was 
presented at the 1957 annual meeting of the Board and the organizations they 
represent, held in the late simmer at Madison, Wis. It reads in part as follows: 

*‘As was reported to o :irranchersin July, mink production in 1957 is down * * *, 
This all means, of course, that there will be fewer mink on the market this coming 
selling season. This marked decrease in production is due to many factors. Of 
major importance are the following: According to our survey, 613 fur farmers 
across the Nation were forced ont of business principally as a result of depressed 
market conditions diring the sale of the major part of the 1956 pelt crop. In 
addition, a great many fur farmers, this past whelping season, experienced heavy 
kit losses within the first 72 hours after birth, and also an unusually large per- 
centage of barren females. 

“Not to be overlooked, of course, is the fact that a large percentage of the fur 
farmers in the United States voluntarily limited their production this breeding 
season. 

“The above production survey for 1957 does not take into consideration reported 
heavy losses from botulism experienced in the past month, nor the normal number 
of summer losses due to heat or other miscellaneous causes.”’ 

Mr. Plaisted failed to point out to the Committee other ‘“major’’ factors which 
caused some of the farmers to drop out of the business in 1957. He also failed 


1 All the statistics we have used in this memorandum have been obtained either from 
the report of the Tariff Commission to the Senate Finance Committee on S. Res. 100, from 
official statistical tables prepared by the U. S. Tariff Commission, or from publications, 
such as the American Fur Breeder, which are the official voices of the mink fur farmers 
in the United States. 

2The motto of this publication is: “Fur breeders swear by it—and at it—but they 
all read it.” 
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to point out the fact that there are now 225 more mink farmers than there were 
in 1956. Of some assistance is the following: In 1953, a good year for mink growers 
(as has been every post World War II year), 721 mink ranches went out of exist- 
ence. However, in that same year 849 new ranches were started. In 1954, 305 
ranches “pelted out,’’ with 424 new ranches started. In 1955, 269 ranches closed 
operations while 492 new ranches began operations. And so, the Committee is 
to believe that the figure “613” used by Mr. Plaisted is a significant figure and 
has meaning. It appears to be a common thing in this industry for a large number 
of ranches to cease operations each year while an even greater number of new 
ranches begin operations. Certainly ‘‘depressed market’”’ conditions are not the 
sole, or even a major cause, of this annual turnover. 

Mink prices were firm in 1957. Mink is more dominant now than ever before 
in the retail fur business. The number of manufacturers engaged in producing 
mink garments and scarves was 667 in 1951. In 1953, there were 879 such manu- 
factures while in 1955 there were 957. Last year there were 1,007. Compare 
these figures with the fate of manufacturers of persian lamb garments. In 1951, 
there were 754, but in 1957 only 324. The same is true of muskrat producers 
who totaled 461 in 1951, but who last year numbered only 187. These figures 
appear in the September 2, 1957, issue of Fur Age Weekly. 

n the September 1957 issue of American Fur Breeder, Mr. Maurice Cantor, 
president of New York Auction Company, is reported to have stated that his 
company “expects, based on retail sales thus far, that the demand for pelts 
suitable for split-skin garments, trimming and dyeing will improve not only 
quantitywise but pricewise.” This article also reports Mr. Cantor as saying 
that “last fall (1956) it became apparent, due to a combination of poor retail 
response and anticipated larger production, that price would show a decline.” 

The facts speak for themselves. Mink production is booming. The industry’s 
growth record has been phenomenal and its earnings have been, and are, con- 
stantly increasing. Despite these facts, Mr. Plaisted wants the Congress to believe 
that the mink industry is in danger of being wiped out, that such threat comes 
from imports and that the industry must seek the aid of Congress to survive. 
We submit that nothing could be further from the truth. It is shocking to find a 
booming business such as this demanding tariff protection from the Congress. 


INADEQUACY OF EXISTING LAW 


Mr. Plaisted suggests that the trade agreements legislation be amended, “in 
order to broaden the authority of the Tariff Commission to review and recommend 
appropriate relief in those cases where the product or products under review are 
basically a ‘free list’ item under the Tariff Act of 1930.’ He then argues that in 
order to obtain a recommendation for escape-clause relief from the Tariff Com- 
mission, he must show that the imports are due to ‘‘the concession.”’ This, he 
says, is impossible since the article in question was free of duty under the Tariff 
Act of 1930 and its free status was merely continued in the trade agreement in 
question. Mr. Plaisted concludes: 

“Even if the Tariff Commission should make a study of the industry and find 
that the concession was the cause of the increased imports, the complete withdrawal 
of the concession would still leave the item free of any duty.” 

Without belaboring the point we would merely call attention to the fact that a 
“concession”’ in a trade agreement is not the quantum of the reduction in a rate 
of duty, but is the promise of the contracting party not to increase the agreed-to 
rate of duty. With respect to an item on the free list of the Tariff Act of 1930, 
the concession granted by the United States takes the form of promising not to 
impose either a duty or a quota on the articles subject to such free rate of duty. 
If Mr. Plaisted’s organization has reason to believe that as a result, in whole or 
in part of the bound, duty-free status of mink furs, such articles are being im- 
ported in such increased quantities, either actual or relative to domestic produc- 
tion, as to cause or threaten serious injury to the domestic mink farmers, then 
they have a right to apply to the Tariff Commission for an investigation under 
section 7 of the Trade Agreements Extension Act of 1951. If ultimately the 
Commission finds in the affirmative, it could recommend to the President that 
he impose a quota on imports of mink pelts. The imposition of a quota in these 
circumstances would constitute a ‘‘modification” of the concession, which term 
Mr. Plaisted so conveniently omitted when discussing the “impossibility” of 
relief under the existing law. 

We believe we understand why Mr. Plaisted does not wish to be restricted to 
the existing procedure available for relief from injurious import competition, 
i. e., a petition to the Tariff Commission. His reason, of course, is that he be- 
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lieves the Commission would not give him any relief. This seems evident from 
the following: Senate Resolution 100, 85th Congress, was a proposed resolution 
which would have directed the Tariff Commission “to make a thorough investi- 
gation of the effect upon the American fur producing industry of the importation 
of furs, and to report thereon to the Congress on or before November 1, 1957.” 
On April 16, 1957, the Tariff Commission transmitted a report on this proposed 
resolution to the Committee on Finance of the Senate. The Commission did not 
need to advise the Committee that no useful purpose would be served by such an 
investigation. The facts reported by the Commission in this report on Senate 
Resolution 100 virtually shouted this advice to the Finance Committee. The 
Commission reported the following facts to the Finance Committee: 

(a) Domestic production of undressed furs is not sufficient to meet the require- 
ments of United States manufacturers of fur goods, making it necessary to im- 
port large quantities. 

(b) Since 1948, there has been an upward trend of domestic production of 
mink pelts. 

(c) United States exports of raw or undressed mink furs have increased steadily 
since 1950. 

(d) The average price of imported mink furs in most years has been equal to 
that of the domestic furs. 

As the committee knows, the United States Tariff Commission is a factfinding 
agency which takes no position on any matters presented to it for analysis and 
report. Needless to say, Senate Resolution 100 was not adopted by the Senate. 
In fact, it was not even reported out of the Senate Finance Committee. 

What did Mr. Roy D. Harman, Chairman of the Legislative Committee of 
the Nationa! Board of Fur Farm Organizations have to say about this report of 
the Tariff Commission? We quote him: 

“During the year the National Board took the first step toward securing an 
import quota on mink pelts. There are different ways of approaching this prob- 
lem. We chose the method of asking a congressional committee * * * to 
instruct the Tariff Commission to study the mink situation, and to make a report. 
This was done. The report rendered is not too favorable to us, but does not close 
the door to further and more favorable action.”’ 

Weagree with Mr. Harmanfully. Thefacts arenottoofavorable. Mr. Harman 
in this report bemoaned the fact that the President has declined to approve a 
number of recommendations of the Tariff Commission for escape-clause relief. 
His comment on this matter is revealing: 

“T read the briefs submitted by some of these people, and their condition in 
some cases was far worse than ours.” 

The reasons are manifest why the existing ‘‘escape-clause” legislation is not 
adequate in the view of the mink growers. The Tariff Commission report on 
Senate Resolution 100 was the handwriting-on-the-wall, the preface to what they 
could expect if an escape clause investigation were to be conducted regarding 
imports of mink furs. Being dissatisfied because they have been told that they 
have no case under the existing provision of law, the mink growers come now to 
suggest a change in law tailored to meet their own tailored facts. 


““c 


THE PROPOSED AMENDMENT TO “ESCAPE CLAUSE”? PROCEDURES 


Mr. Plaisted states that ‘‘What is urgently needed, therefore, is an amendment 
to the ‘escape clause’ law which will permit the Tariff Commission to study the 
conditions of those industries whose problems are not directly a result, either in 
whole or in part, of a trade concession.” 

We are completely baffled by this proposal. Would the proponents be suggest- 
ing that if a given domestic industry has troubles, and if there are imports of 
articles like or directly competitive with those produced by that industry, then 
the tariff should be adjusted on such imports even if such tariff has nothing to do 
with the industry’s problems? Does this mean that if there is a serious decline 
in mink production due to an outbreak of distemper, Aleutian mink disease, or 
any other disease to which the mink is particularly susceptible, then there should 
be a tariff adjustment on imported mink pelts? We are frank to admit that we 
cannot see how a tariff adjustment could help any industry whose problems stem 
from other sources. 

THE ‘‘NONPREFERRED”’ INDUSTRY 


Mr. Plaisted boasts that ‘‘the Nation’s fur farmers have taken great pride in the 
fact that they have never come to Washington asking for preferential treatment.” 
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In 1947 the National Board of Fur Farm Organizations was responsible for the 
amendment to the Internal Revenue Code which removed the 20 percent luxury 
tax on fur used for trimming cloth garments. Such legislation, of course, gave 
no preference to the fur farmers over the producers of other luxury items such as 
baby talcums and oils. In 1951, the board was instrumental in having passed 
a complete prohibition on the importation of ermine, fox, kolinsky, marten, mink, 
muskrat, and weasel from Soviet Russia or Communist China. It is significant 
that this treatment of Communist furs stands alone on our statute books and no 
other industry enjoys such absolute immunity from competition with Communist 
produced goods. In Mr. Harman’s legislative report, delivered at the 1957 
meeting of his organization, he commented on the effective job the Federal Trade 

oe is doing in enforcing the Fur Products Labeling Act. He stated 
with pride: 

“The National Board assisted again this year in getting an appropriation of 
$60,000 to enable the Federal Trade Commission to carry on this work.” 

Mr. Plaisted, in his report to the organization at the 1957 meeting, which was 
entitled, ‘Groundwork Being Laid for Import Relief” stated: 

“We will not be alone this coming session of Congress with respect to our case 
for higher trade restrictions. Many other industries, some more important to 
the national economy than ours, are in the middle of this fight with the ‘free 
traders.’ As reported in the Wall Street Journal! only last week, virtual war over 
foreign trade policy is shaping up in Congress for the coming year. The Reciprocal 
Trade Agreements Law will be up for consideration next session, as will many 
private bills such as our own.” 

We admire Mr. Plaisted’s candor. H. R. 9306 is properly characterized as a 
“private” bill. 

We commend the National Board, also, for their policy of restraint in seeking 
‘preferential’ treatment from the Congress. 


THE MINK IMPORT QUOTA BILL, H. R. 9306 


While this committee is not now considering H. R. 9306, it is pending before 
the committee and Mr. Plaisted did mention it in his testimony. He states 
that this bill ‘provides an orderly, fair and equitable basis for a sharing in the 
United States market by all producing countries.’”’ 4 

The bill, as Mr. Plaisted pointed out, would place a quota on imports of mink 
furs. Imports would be limited to an absolute annual share of the United States 
market of 35 percent. Historically, imports have always borne a ratio to domestic 
production equal to that which exists at present. As the Tariff Commission 
pointed out in its report to the Senate Finance Committee on 8S. Res. 100 “‘domes- 
tic production of undressed furs is insufficient to meet the requirements of United 
States manufacturers of fur goods, making it necessary to import large quantities.” 
Again, the Commission stated: ‘The share of the domestic market supplied by 
imports, although substantial, has not changed much over the years.” H. R. 
9306 would take away from imports one-third of the market which they have 
historically and necessarily supplied and transfer this portion to the already 
booming industry. 

The bill is obviously aimed at the Scandinavian countries. Taking 1955, as 
an example of a base year, if the formula of H. R. 9306 had been applied to 1956 
Scandinavian imports, such imports would have been reduced from 900,000 to 
700,000 skins or about 25 percent. 

Quotas are completely out of line with historic thinking concerning the function 
of tariff legislation. It was never the purpose of a tariff act to eliminate foreign 
competition. It has always been recognized that competition in the market 
place, whether it be from domestic or foreign goods, is a basic ingredient of the 
American free economy. All public laws should be aimed at furthering the public 
weal. Because the free enterprise system is of fundamental importance to the 
welfare of the people of the United States, our laws have been directed toward 
insuring and fostering free competition. We have struck down attempts to 
monopolize or thwart competition. We have created sizable Government 
agencies whose sole reason for being is to ‘‘watch dog’ our economy and to un- 
cover, expose and eliminate conspiracies and combinations that would stifle 
competition and make pawns of the consumer. 

The imposition of a quota on any source of competitive articles is diametrically 
opposed to the theory of the free enterprise system. This is true whether the 


8 Contrast this statement with Mr, Plaisted’s remark in his aforementioned report at 
the 1957 annual meeting of his organization that the bill “is broad enough so that it 
should not materially injure foreign producers.” 
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source of the article is domestic or foreign. The same reasons which restrain the 
Government from placing quotas on the interstate shipment of competing prod- 
ucts should restrain it from considering quotas in the case of foreign imports, for 
the placing of a quota on foreign imports guarantees a market to a domestic 
industry even though it may be inefficiently and uneconomically operated. A 
quota discourages efficiency, for it reduces or eliminates competition and thus 
reduces or eliminates the necessity for efficiency. And who suffers in the long run? 
The consumer, who must pay for inefficiency. 


CONFERENCE OF 1956 TO CURTAIL IMPORTS 


Mr. Plaisted states: ‘In 1956, we made a serious attempt to get together around 
the conference table with the representatives of other fur farming nations, among 
them Canada, the United Kingdom, Norway, Sweden, Finland, Denmark, and 
Japan. The purpose of the meeting was to discuss, among other things, the 
danger facing the farm producers everywhere if imports of mink pelts into the New 
York market were not curtailed in some manner.” 

The conference resulted in ‘nothing constructive’’ being accomplished, accord- 
ing to Mr. Plaisted, primarily because representatives of Scandinavian fur farm 
organizations failed to attend. 

We gather that out of this conference there was expected to come some volun- 
tary agreement between the domestic and foreign producers to curtail imports 
and thereby restrain trade in mink furs in the United States market. We need 
not dwell at length on the fact that there are laws of the United States which 
preclude agreements or combinations in restraint of trade, both domestic and 
foreign. The Scandinavian producers who refused to attend this conference 
certainly cannot be criticized since, as Mr. Plaisted points out, one of the purposes 
was to discuss the possibility of curtailing trade in mink in New York. As Mr. 
Plaisted knows, however, there were other basic disagreements by the Scandi- 
navians on the agenda for the proposed meeting. 


CONCLUSION 


The facts presented above clearly dissipate the claim of the National Board of 
Fur Farm Organizations that the mink producing industry in the United States is 
in jeopardy. They also establish that there is no threat whatsoever of injury to 
this industry from imported mink pelts. We believe that no consideration what- 
soever should be given to the suggestions of the national board that the existing 
escape clause procedures be amended. These suggestions border on being ridicu- 
lous. The facts recited above establish also that there is no merit in H. R. 9306, 
the “‘private’’ bill introduced at the instigation of the National Board of Fur Farm 
Organizations in its efforts to limit imports. 

We believe that the mink growers claim of threatened injury from imports is 
typical of many similar claims which this committee has heard in these past weeks. 
On careful examination it appears to stem from the desire to monopolize, rather 
than from a need for protection from destruction. 





REBUTTAL OF STATEMENT OF KENNETH M. P atstED, EXECUTIVE SECRETARY 
OF THE NATIONAL BoarRp oF Fur FarM ORGANIZATIONS, INC. 


Statement of Mr. Plaisted 

The very existence of the fur farming industry in the United States is seriously 
threatened today by the ever increasing and unregulated flow of foreign produced 
mink pelts into the United States. 


Reply 

There is no threat to the domestic mink industry through foreign imports 
because whereas mink imports have increased from 1947 to 1957, they have done 
so only in proper relation to the increase in domestic production (1954-55— 
2,518,000; 1955-56—3,300,000; 1956-—57—4,417,163), and the increased domestic 
demand for mink. No excessive carryover of ranch mink skins, domestic or 
foreign, has existed in recent years, proof that imports were necessary to satisfy 
United States consumption requirements. How could the very existence of the 
fur farming industry be seriously threatened when they are receiving this year, 
1958, higher prices and most likely have produced more skins, making for greater 
overall income than last year in the face of the imports of foreign minks about 
which they complain? 
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Statement 


The dilemma with which we are now confronted is that there is no place to 
turn other than directly to Congress. 


Reply 
The mink ranching industry has built itself up by competitive acts under 


the free enterprise system without protection, largely during the last 20 years. 
They did not need congressional help through quotas or tariffs. 


Statement 


What is urgently needed is an amendment to the escape-clause law which will 
permit the Tariff Commission to study the conditions of those industries whose 
problems are not directly the result either in whole or in part of a trade concession. 


Reply 
There is no urgent need. Any kind of tariff or quota on mink would damage 
mostly Canada and Scandinavia; also England and Holland. In other words, 


countries who are our best friends and most like ourselves in believing in free 
enterprise. 


Statement 


The fur-farming industry in the United States today is a well established and 
important part of our agricultural economy. Its 6,750 producers who are in the 
main family-size operators now produce an annual crop of 4 million mink pelts 
having a market value in excess of $80 million. The total capital in the Nation’s 
fur farms is $150,480,000, exclusive of breeder animals. It is an industry the 
economic worth of which we believe warrants serious consideration. 

Reply 

The fur-farming industry belongs more as a segment of the fur trade than of 
agriculture—which means the tilling of the fields, pasturage of animals. Neither 
the square miles of land used, the labor employed, nor the feed used can sustain 
their contention. Minks are the most traded item in the fur industry. The 
marketing employed by the rancher and the fact that the mink farmers do not 
sell their mink largely as a raw product in the rural areas but on the contrary in the 
centers of the fur industry assorted in a raw or even dressed and bundled state 
directly to the consumer (dealer, wholesaler, manufacturer, and retailer) substan- 
tiates our contention that the American rancher should be classified as an integral 
part of the fur industry rather than in any other way. Any legislation which 
would benefit only the rancher and be detrimental to the rest of the industry, 
composed of trappers, dealers, manufacturers, jobbers and retailers, whose total 
investment is consiferably larger than the ranchers who employ far more labor, 
would be inimical to the fur industry as a whole. The statistics of the last 10 
years show an economic decline in the fur industry as a whole whereas the rancher 
who is seeking this amendment to the proposed law has prospered; and the 
industry has suffered by existing legislative restrictions and should not be saddled 
with more. 


Statement 


The Nation’s fur farmers have taken great pride in the fact that they have never 
come to Washington to ask for preferential treatment. 
Reply 

This is not factual. The banning of the seven Russian furs also include all 
Chinese furs (despite the fact that all trading with China is impossible in a 
Treasury ruling), and the high duty and original quota system on silver foxes were 
directly the result of their work. They have also asked for and received and are 
again asking for farm loans. 


Statement 


Many of our farmers were forced out of business last year because of the de- 
pressed market conditions. In 1957 the average price received for a ranch raised 
mink pelt was $19.47, which is perilously close to the cost of production as com- 
pared to $26.06 received in 1956 * * * The situation is becoming increasingly 
critical. 

Reply 
The statement made of $19.47 average in 1957 is for a United States production 


of 4,417,163 minks in 1956-57. The average of $26.06 in 1956 refers to a total 
United States production of 3,300,000 in 1955-56. To take two figures out of the 
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total statistical records is completely misleading. Mink production from 1955-56 
to 1956-57 increased not only for imports but in the United States as well. 
Furthermore, exports increased (not only in skins but also in livestock) by the 
American rancher. The mink consumption of the United States increased in 

roportion. The lower price levels permitted a broader base of consumption. 
ro retain an artificial high level by restricted measures on imports would not be in 
the interest of the fur industry as a whole and particularly the consuming American 
public. Furthermore, we seriously doubt that it costs anywhere near $19.47 to 
raise a mink if the rancher knows his business. 


Statement 

The simple fact is that there were just too many mink available. 
Reply 

Fifteen to 20 years ago over one million silver foxes were being produced in 
the world, selling at $40 to $50 per pelt. After the establishment of a 37}4 percent 
duty and a quota, production fell off in the United States to a point where it is 
almost nothing and the average price today is $7 to $8. 

Statement 

The statistical table furnished by them. 
Reply 

The inclusion of Jap minks in any statistical report on ranch minks is mislead- 
ing. A Japanese mink is a different animal; has been imported into the United 
States long before ranched minks were produced and neither the skin nor the 
manufactured product is sold in competition to ranch minks. The Japanese mink 
must not only be dressed but also dyed, which is done by United States dressers 
and dyers, and when sold in garments properly labeled, confusion between the two 
furs is impossible. 

It is therefore our most sincere contention that no legislative measures are 
necessary. The fur industry as a whole and the American consumer benefit only 
by the free flow of merchandise. We whole-heartedly support the proposed bill 
as now submitted by the administration. 

Respectfully submitted. 

Tue AmMeRICAN Fur MERCHANTS 
Association, Ine. 
Louis A. CoHEn, President. 
Fur Broxers ASSOCIATION OF 
AMERICA, INC. 
AARON SCHOEN, President. 

The CuairmMan. Our next witness is Mr. Harold Linder. 

Mr. Linder, please come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF HAROLD LINDER, NEW YORK CITY 


Mr. Linper. Mr. Chairman, my name is Harold Linder. [I live in 
New York, and I am appearing here as a private citizen. 

The Cyarrpman. Mr. Keogh. 

Mr. Kroau. Mr. Cheirman, I hope I mey be perdoned a justifiable 
pride when I cal! the attention of the cominittee to the fect that not 
only has Mr. Linder been a distinguished official of the United States 
Governme nt, not only is he now a “distinguishe d New Yorker, but like 
his predecessor on the calendar today, his roots, too, are firmly im- 
bedded in that great citadel of demecrecy, Brooklyn, N. Y. 

The Cuarpman. Mr. Linde r, would it be possible for you to conclude 
your statement in the 20 minutes that we have allotted to you, sir? 

Mr. Linper. I think so. 

The CuarrMan. You are recognized, sir. 

Mr. Linper. Thank you, Mr. Chairman. 
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I am a businessman, concerned with a wide variety of American 
enterprises. Iam the vice chairman of General American Investors, 
a publicly owned investment company, and I serve on the board of 
directors of a number of substantial businesses as well as being a 
member of the board of several large-size eleemosynary organizations. 
My governmental experience has been in the Navy as a commander 
during the war and with the State Department from 1950 to 1953, 
first as Deputy Assistant Secretary and then as Assistant Secretary of 
State for Economic Affairs. 

I am here before you because my experience in the State Depart- 
ment, in international negotiation, and from frequent trips abroad has 
convinced me that the importance of our trade policy to our foreign 
relations cannot be overemphasized. May I express my thanks to the 
committee for the privilege of appearing here today in support of the 
Trade Agreements Act extension. 

In my opinion the provisions in H. R. 10368 calling for an extension 
period of 5 years and a tariff reduction authority of 25 percent, are 
minimum requirements if our national interest is to be adequately 
served in the field. I feel, however, that the provision allowing for an 
increase in tariff to levels 50 percent above the high rates of 1930 is an 
unfortunate one. So much of the value of the Trade Agreements 
Act derives from its position as a symbol of America’s willingness and 
determination to pursue a policy of liberalism and cooperation in our 
trade relations with our friends and allies around the world. Qualifi- 
cations and reservations beyond the safeguards already contained in 
the act will necessarily reduce the usefulness of the act in foreign rela- 
tions and increase doubts as to the sincerity of our intentions. 

If we consider this trade agreements extension entirely in terms of 
its material effect and quite aside from the psychological value, I 
have the deepest conviction that it is in the essential interest of United 
States industry, agriculture, and the whole economy. It is a re- 
affirmation of the basic American faith in free economic institutions as 
the system best calculated to achieve continued industrial and eco- 
nomic growth, while maintaining the values of political freedom. Our 
enormous industrial and agriculture output depends for its basic 
health on expanding markets abroad, markets which can be maintained 
and expanded only if we are prepared to offer increasing opportunities 
in our own market for the goods of others. 

Your committee will be told by representatives of some domestic 
industries that however true this proposition may be in general, one 
ought to go especially easy in applying the principle during a recession. 
I am no more in favor of a heedless, headlong tearing away of existing 
barriers than any other businessman who has been intimately exposed 
to the problems of industry. But I want to remind the committee 
that the Trade Agreements Act was originally passed in 1934 as an 
antidepression measure, ® measure aimed at encouraging United 
States exports of agricultural and other products. ‘The evidence sug- 
gests that during the mild post-war depressions of 1949 and 1954, the 
freeing up of international trade barriers bore fruit. Our exports to 
other countries held up well, better than our economic activity as a 
whole. So far, in the current recession, this has been true again. 
If we gamble with losing our foreign markets in order to shut out im- 
ports from abroad, we are likely to add one more jolt to a domestic 
economic situation which already is precarious. 
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The mere question whether the act should be extended is, of course, 
fairly academic. The opposition, at least the responsible opposition, 
appears to be concentrating its efforts not so much on defeating an 
extension of the bi)) as on turning it into an act for the increased pro- 
tection of domestic industry. This effort at emasculation involves a 
number of steps. First, there will be a drive to restrict the duration 
of the act. But a 1-, 2-, or 3-year extension is wholly inadequate as 
an expression of United States determination to pursue a liberal trade 
policy in the future. In view of the time schedule of the European 
Common Market, it is doubtful that we could complete the negotia- 
tions or offer the essential assurances of stability which will be neces- 
sary for full utilization of any tariff reduction authority the act might 
contain. I shall expand this idea in a few minutes. 

Next, the effort almost certainly will be made to limit severely the 
President’s authority to negotiate at all. This can be done either by 
restricting the scope of the authorization for tariff reductions or by 
reducing the President’s discretion in the negotiating process. Amend- 
ments requiring approval by the Congress of trade agreements entered 
into or designation of such an agency as the Tariff Commission as the 
negotiating party on behalf of the United States are examples of the 
kind of limitation designed to gut the legislation. 

Finally, there will be attempts to open wide the escape clause, 
wider even than its present form, which directs the Tariff Commission 
to find injury to an industry when only a fraction of that industry 
has actually been injured. One favorite amendment for accomplish- 
ing this widening effect is the proposal to return to the Congress the 
final decision on Tariff Commission recommendations. 

An extension of the Trade Agreements Act this year containing 
amendments designed to accomplish any of the foregoing purposes 
would have lost for it most of its value as an expression or an instru- 
ment of United States policy. 

Essentially, the issue which confronts the committee in its considera- 
tion of this Trade Agreements extension is whether relatively small 
segments of United States industry, segments which have lost ground 
in the competitive struggle for the most economic use of labor and 
resources, are to be the tail which wags the dog. The dog is repre- 
sented by the 4.5 million workers directly engaged in some phase of 
the export or import trade, and by the 33 billions of dollars of produc- 
tion moving through United States ports in the same trade. 

Some idea of the disparate proportion of workers affected by tariff 
reductions compared to those whose livelihood depends on foreign 
trade may be gained by a recent Labor Department study which 
concluded that the difference between maximum employment and 
minimum employment in all the industries for which the United States 
Tariff Commission found situations of serious injury (including split 
decisions) resulting from tariff reductions in the period 1946 to 1956 
amounted to 28,000 workers. While, of course, this figure does not 
include the possible small employee displacements in industries where 
the Tariff Commission did not find serious injury, it gives a good indi- 
cation of the scope of the problem. Yet we all know that the normal 
shifts and displacements in United States employment caused by purely 
internal changes in technology, in public tastes, by industrial or eco- 
nomic progress, amounts to many times that figure each year. 
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It may be maintained that it is unfair to make this comparison 
between workers possibly displaced by tariff reductions and total 
employment in production for international trade; that under no 
circumstances would a failure to renew the Trade Agreements Act or 
an increase in tariffs where required to prevent injury, result in a seri- 
ous reduction in our foreign trade. 

I think the fact is that it would have such a result, both immediately 
and in the long run. Foreign nations who trade with the United 
States would certainly regard a failure on our part to renew the Trade 
Agreements Act or our adoption of a Trade Agreements Act in name 
only, crippled by restrictive amendments, as a clear indication that 
their prospects for the future in the American market are not sanguine, 
and that they therefore could not plan to continue accepting substan- 
tial United States exports. They would of necessity have to begin 
looking for alternative sources of supply and alternative markets for 
their own exports. 

I have had direct and personal experience in observing the attrac- 
tion for the countries of Western Europe of markets in the East. 

While I was with the State Department, one of my principal 
duties was to act as the American Representative on the Consultative 
Group, the operating organization of which was known as ‘‘Cocom.” 
This organization, which comprised the United States and most of 
the Western European industrial countries, was concerned with the 
problem of insuring that such trade as was conducted between the 
West and the Soviet bloc was restricted, as far as possible, to non- 
strategic produets. From the American point of view, our problem 
was to hold this trade in line, recognizing, of course, that our friends 
and allies were urgently desirous of earning their way through “trade” 
rather than being the recipients of our “aid.” 

I think it is significant that the semiannual “Battle Act’’ report 
on East-West trade issued the other day by the ICA showed a ma- 
terial increase in trade both ways during 1956 and the first half 
of 1957. 

Total Communist bloc-free world trade increased by 22 percent 
in 1956 to $5.5 billion and in the first half of 1957 had adel an 
annual level of $6 billion. 

Trade between the Sino-Soviet bloc and 15 Western European 
countries (including United States-Soviet bloc trade) increased from 
$1.45 billion in 1953 to $2.28 billion in 1955 to $2.86 billion in 1956. 

I am not suggesting that this trade between the East and the 
West is all bad. I am suggesting that its increase illustrates in con- 
crete form the urgent need of practically all countries for markets 
and for sources of supply, and the fact that many free countries are 
prepared to run the risks of increasing economic dependence on a 
wholly alien political and economic system in order to achieve what 
they regard as their essential domestic economic objectives. 

If we do not pass this bill or if we pass it in a form which undercuts 
the policy it is intended to express, we may be sure that our trading 
partners abroad will entertain more seriously than they now do 
proffers from the eastern bloc. The consequences of such a course 
for our foreign policy, our system of alliances, and our security policy 
are quite obvious. 

I should like to develop for a moment, if I may, some of the con- 
siderations which arise immediately, this year, in connection with this 
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legislation. One of the most important is the effect of what the Con- 
gress does here on the future course and development of the new 
European common market. As we all know the six countries, France, 
Italy, West Germany, Belgium, Netherlands, and Luxembourg, have 
agreed to a total elimination in 3 stages, of tariffs as between 
themselves over the next 12 to 15 years. The first stage, to take 
place within 4 to 6 years, calls for a 30-percent tariff reduction among 
the members. ‘Tariffs against the outside world are to be an arith- 
metic average of the tariffs presently maintained by the six. 

The European Common Market or customs union is fully within 
the provisions of the GATT, to which all six countries belong. The 
GATT, of course, recognized that particularly close economic relations 
between countries of a single geographical area may be of benefit not 
only to that group but, through the expanded economic activity and 
rising standards of living likely to result from wider free market areas, 
of benefit to the entire world. Since the GATT has, as its main con- 
cern, the maintenance of a worldwide multilateral system of trade it 
will have the prime duty of insuring that the Common Market 
imposes a minimum of discrimination, consistent with the formation 
of the single market, on imports from the rest of the world. This is 
clearly our basic interest also, but whether we and the GATT are able 
to exert our influence collectively and effectively depends on the 
passage of this legislation. 

There are three very good reasons why this is so: firstly, the legal 
basis of our membership in the GATT is the Trade Agreements Act, 
and we can be fairly sure that if we ceased to be members the GATT 
would break up, with each country pursuing its independent course of 
self-interest ; secondly, we need the tariff reduction authority provided 
in this extension bill to bargain for the reduction of the average tariff 
level to be maintained by the six; and thirdly, we need at least a 5-year 
extension if we are able to have the time to prepare for and to conduct 
the necessary negotiations. 

All of this is only part of the story in connection with Europe. 
We may soon have a free trade area superimposed on the Common 
Market and including, besides the six countries of that community, 
Great Britain, Scandinavia, and perhaps five or six others. This 
would form a vast free market of up to 250 million people and an 
area to which we sent in 1956 $4.7 billion of goods, or 28 percent of our 
total exports. 

In addition to negotiating with the members of the Common Market 
on the average level of their external tariff, we shall have then the 
task of negotiating separately with each other member of the free 
trade area on the level of its external tariff. 

I think there can be no doubt in anyone’s mind that the stakes 
involved here are tremendous. The European community will 
evolve either in the direction of the kind of multilateral world trade 
we have been urging for a generation or it will turn inward and 
concentrate on its own self-sufficiency. It seems to me the choice is 
essentially ours. 

The truth, which we know from sad experience in the past, is that 
national autarky leads to national autarky, trade restrictionism to 
trade restrictionism, retaliation to retaliation. The history of the 
1920’s and early 1930’s bears witness to this truth. The consequences 
of the economic isolationism which our failure to adopt a sound ex- 
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tension of the Trade Agreement Act would proclaim, would be a 
reduction in economic activity at home in the United States, growth 
of political neutralism abroad, and a general weakening of our security 
alliances. 

Mr. Chairman, this committee and this Congress have a fateful 
decision to make this year. I fervently hope that decision will be the 
right one. 

The CHarrMan. Mr. Linder, we thank you, sir, for coming to the 
committee and giving us the benefit of your thinking with respect to 
this legislation. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Linprer. Thank you. 

The CHarrRMAN. Our next witness is Mr. Aaron Schoen. 

Mr. Schoen, please come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF AARON SCHOEN, IN BEHALF OF THE AMERICAN 
FUR MERCHANTS ASSOCIATION, INC., AND THE FUR BROKERS 
ASSOCIATION OF AMERICA, INC. 


Mr. Scuoen. I want to thank the committee for allowing me to 
appear before it. My presentation will be entirely unprofessional, 
and I ask you to excuse it. 

Mr name is Aaron Schoen, 249 West 29th St., New York City. 
I represent the American Fur Merchants Association, Inc., 224 West 
30th St., New York, the only organization of fur dealers in the United 
States, representing an annual turnover of over $200 million, and the 
Fur Brokers Association of America, Inc., 224 West 30th St., New 
York, representing an annual turnover of about $125 million, herewith 
recording their vigorous support of the administration’s bill for the 
renewal of the Trade Agreements Act. 

Furs are produced in every country in the world: Leopard from the 
jungles of equatorial Africa, polar bear from the ice cakes off the 
coasts of Greenland, nutria from the rivers of Argentina, kangaroo 
from Australia, stone marten from the rocks of France, and ranch 
mink from its cages in our own United States. 

Nearly every country depends upon its fur crop for at least a moder- 
ate part of its revenucs from exports, and that includes the United 
States. 

Most countries consume at least some furs, from cold Canada where 
fur is definitely a utility, to the streets of Rio de Janeiro, where a 
man in a palm beach suit is accompanied by a woman with a fox scarf. 

It was the fur trade which opened up the United States to settle- 
ment, and it has traditionally always been one of the freest trades 
in the world. It is, therefore, appropriate that we support this bill. 
We do for the general good: 

(a) War and peace: This bill has a direct bearing on keeping the 
free world economically strong and resistant to armed conflict. It 
would help trade among the free nations. By trading liberally with 
us, our friends fortify mutual ties which will stand as a bulwark 
against hostility. If, despite our efforts, conflict envelops us, we will 
be thankful for the economic strength we helped to develop with 
our allies. 
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(6) Preservation of the free world: The alternative to free trade is 
freer handouts, which would be debasing to the receivers and preju- 
dicial to good will. If trade is hamstrung by quotas, embargoes, 
exchange restrictions, and high tariffs, we can say goodby to the 
free world. This bill is a big step in supporting freedom everywhere. 

(c) Stimulation of our own exports: The prosperity of the United 
States is very much dependent on its exports. Our volume of ex- 
ports depends in good measure on the importing countries having 
dollars to buy our ‘products. 

Since they cannot manufacture the dollars, they can get them in 
only two ways: exporting valuable goods and services to us or taking 
gifts from us. If they earn their dollars in the more honorable w ay, 
they will become happy customers. 

(d) Consideration for the consumer: No useful product manu- 
teivacel anywhere in the free world should be unavailable to the 
American consumer. If a better or cheaper mousetrap can be pro- 
duced in Timbuktu than anywhere else, with free labor, then the 
American buyer, be he manufacturer or ultimate consumer, should be 
in a position to import that mousetrap. This bill puts him in that 
position. 

(e) Exchanges of ideas for world welfare: The bill, by promoting 
a freer exchange of commodities, will stimulate a freer exchange of 
ideas leading to a betterment in world living conditions. Trade 
restrictions shut out goods and ideas. 

This bill will benefit the fur trade: 

(a) United States importance as a fur market: The United States 
owes its importance as the world’s largest fur market to the fact that 
it is both the world’s largest consumer ‘and one of the largest producers 
of furs. 

This is due in large measure to the relative ease with which furs, 
particularly raw furs, have been exchanged over the decades among 
the different parts of the world. We feel that this bill would tend to 
preserve our present position as the world’s premier fur trader. 

(6) Trade in both directions: The fur trade is somewhat like a tub 
full of water. Put in more water and some must flow out. We can 
consume only so many furs. If we import more foreign furs, we 
must and do export more United States furs. That is exactly what 
is happening in ranch mink at this time. 

Conversely, this is also true of the fur trade in other countries. 
Where artificial restrictions now interfere, this bill will aid our trade 
by inducing a greater flow in both directions. Some people, even in 
our own industry, do not realize this truth. 

(c) Free importation of furs: The free importation of furs aids the 
American manufacturer, retailer, and consumer of furs. Foreign furs 
are produced in great variety, and this very variety helps the manu- 
facturer in the United States to produce better made and more attrac- 
tive garments, stimulating the consumer to buy and aiding the retailer. 

This in turn carries through to other associated trades such as banks, 
insurance companies, shipping companies, railroads, even realtors. 
The chances for recession or depression are materially reduced where 
you have trading velocity in both directions. 

(d) Fur fashion designing: The fur fashion designer cannot work 
at his optimum where he has few furs to choose from. The present 
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situation in the trade, where at least 75 percent of the volume is 
centered in one fur, is admitted nearly everywhere to be unhealthy. 

The consumer must ultimately become tired of the same diet. This 
bill will tend to guarantee the American consumer an assorted diet of 
furs. At times furs are used together; one fur helps another. The 
easy importation of other furs may even prolong interest in today’s 
most popular fur beyond the point at which the consumer might other- 
wise become tired of it as she did of silver foxes in the last 7 or 8 years. 

(e) Trade restrictions: In our industry, trade restrictions are in 
many cases ineffective and hurt us as much as the foreign country 
against which we raise the barrier. By no means are we espousing 
Russia’s cause, but we can say that shutting out Russian muskrats 
from entrance to the United States resulted only in their underselling 
us in the countries of our friends, who consequently buy materially 
fewer of the muskrats produced by the American trapper. How effec- 
tive, then, is our import embargo? 

(f) The American trapper and American rancher: As in most other 
trades, the American trapper and the American rancher depend upon 
a certain volume of export business to attain prosperity. This ail 
facilitates their exports. 

Various important sections of the bill: 

(a) Extension of the bill for 5 years: It is important for foreign 
countries to know where they stand and have confidence in the United 
States. Who wants to trade with a country which is inconsistent 
and unreliable? 

(b) Reduction of duties: This bill attempts to build up world trade 
including United States, by reduction of duties. It is important 
that the reduction be gradual and give any one industry time to 
adapt itself. 

We want our industry to be strong. This is possible only if it 
can buck fair competition. We insist that it do so in this country 
against competition at home. Why not from abroad? We have 
every advantage in modern methods and machinery. We will not 
keep ahead long if our industries become overprotected hothouse 
flowers. This bill gives due consideration to the needs of American 
industry while promoting a more healthy situation in world trade. 

Altogether, we of the American Fur Merchants’ Association, Inc., 
and the Fur Brokers Association of America, Inc., believe that this 
act would be of benefit to our trade and to the country as a whole, 

We urge its prompt enactment. 

The CuarrmMan. Mr. Schoen, does that conclude your statement? 

Mr. Scnorn. No, that does not conclude the statement. That 
concludes the formal part of my statement. 

I am sure you gentlemen have heard of the word “serendipity,”’ 
which means the experience of finding something better than you 
went out to look for. This morning I came across something which I 
think is very cogent and very apt in connection with this bill. It is 
put out by the American Institute for Economic Research, a non- 
partisan and nonprofit organization, and it is headed, “What Must 
the United States Do To Survive?’—which I think is important 
enough. 

I would ask if possible that this be included in the record. 

The CuHarrMANn. Without objection, it will be included in the record 
at this point. 

(The article referred to is as follows:) 
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[From American Institute for Economic Research Special Bulletin, March 1958] 
RESEARCH REPORTS 
TWENTIETH-CENTURY COMMONSENSE 
WHAT MUST THE UNITED STATES DO TO SURVIVE? 


For western civilization and especially for that portion of it within the United 
States, this has become the crucial question of our times. In attempting to answer 
this question we propose: 

(a) To review pertinent economic facts of the past and present. 
(b) To summarize the Nation’s lorig-term objectives. 
(c) To point out the route toward those objectives. 


(a) Pertinent facts 

For many decades the economic growth of the United States so far surpassed 
that of other countries that our Nation became the industrial colossus of the 
world. The great European industrial empires, England, Germany, and France, 
although far in the lead as industrial nations only a century ago, also have grown, 
but so slowly in relation to the expansion of industry in the United States that 
they are not even close seconds in the race today. Measured by the production 
of steel, a basic commodity in a modern industrial society, the United States in 
recent years has produced nearly five times that of the leader among the three 
others mentioned and almost double their combined total. 

From its earliest days our Nation has repeatedly suffered from the adverse 
effects of an unsound money-credit system. The days of ‘‘wildcat’’ banking in 
the first few decades of the 1800’s were notorious; and, even after the national 
banks were well established in the decades following the Civil War, the elementary 
lessons of sound commercial banking had not been learned. In the 1890’s a 
great depression with many hundreds of bank failures was the usual aftermath of 
unsound credit expansion, of the inflationary creation of excess purchasing mediums 
by the Nation’s banks. Again in the first decade of the present century a financial 
panic and depression followed serious abuse of the banking system with the 
resulting failure of hundreds of banks. 

These harsh lessons were not ignored, however. At long last, advantage was 
taken of the example provided by nearly a century of relatively sound commercial 
banking in England. After prolonged study by a National Monetary Commission 
and equally prolonged consideration by Congress, the Federal Reserve System of 
regional central banks and member banks was begun in 1914. For the first time 
in its history, the Nation had a banking system based on recognition and applica- 
tion of the basic principles of sound commercial banking. 

Whether or not the new banking system might have functioned soundly, thereby 
limiting overexpansion during prosperity booms and as a consequence lessening the 
severity of subsequent recessions, we do not know. Before the new system was 
well established, the United States had entered World War I. Once again the 
politically expedient course, inflation, was chosen; and into the discard went the 
principles of sound commercial banking on which the new system had been based. 

The wartime inflation was continued into the early postwar years until drastic 
deflation seemingly became the only alternative to a further skyrocketing of prices 
generally. The deflationary collapse of 1920-21, again with hundreds of bank 
failures of course, testified to the preceding inflationary misuse of the banking 
system. 

So extensive was the collapse in prices that the political pressure for supporting 
commodity prices became great. The managers of the Federal Reserve System, 
including especially the then influential Governor of the New York Federal 
Reserve Bank, determined to try an easy-money policy in order to support prices 
at higher-than-prewar levels. Other factors, such as an attempt to aid England 
in restoring the gold standard, also were involved. The net effect of the prolonged 
easy money policy through most years of the 1920’s was another great inflation 
with its inevitable aftermath, the great ‘“‘boom and bust”’ at the end of the decade. 
Nearly one-third of the Nation’s banks failed in the next 3 years, thereby con- 
firming once again that the basic principles of sound commercial banking had 
been generally ignored. 

In order to understand what followed we must turn our attention to another 
aspect of economic developments. During most of the Nation’s prior history vast 
areas of free land available for the taking had provided a “safety valve’’ in times 
of depression. Many of the unemployed could ‘go west, young man, go west,” 
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and many others could rely on the folks ‘‘back home”’ on nearby farms. Most of 
the population still had roots in the land, parents, brothers, uncles, or cousins on 
whose farms food, at least, was available in the worst depression periods. During 
the most extensive depression in the Nation’s history, that of 1873-79, few 
people lacked the necessities of life. Hven during the severe depression of the 
1890’s only a small portion of the unemployed became desperate for food. 

But by the 1930’s the situation had altered greatly. The absence of free land 
accentuated the privileged position of those who enjoyed the natural resource 
monopoly privilege, and the city proletariat one or two generations removed from 
the Nation’s farms had nowhere to turn, A situation long prevalent in Europe 
finally had become commonplace in the United States. 

Under such circumstances the pressure for desperate measures became over- 
whelming, or at least so the politicians of the times concluded. Instead of probing 
once again for underlying causes of the difficulties, as was patiently done after the 
depression at the turn of the century, the politicians hastily treated symptoms with 
one obvious result, prolonged depression.! 

So unsuccessful were the efforts to cope with the great depression of the 1930’s 
that nearly 8,000,000 were unemployed even in the abortive-recovery year, 1936; 
and nearly 10 million were still unemployed in the last year of the decade. 
Throughout the 1930’s approximately one-fifth of the labor force was unemployed 
despite the notion, widely prevalent today, that the New Deal somehow remedied 
the great depression. 

Then in the 1940’s another great war ended the problems of depression and sub- 
stituted others equally familiar. Once again, monetization of public debt was 
adopted as the expedient means of financing the war effort. By 1946, nearly $70 
billion of Government debt had been monetized by stuffing Government bonds in 
the commercial banks, which created new Treasury checking accounts in payment 
for the bonds. 

As the Treasury wrote checks to pay for munitions, etc., this huge amount of 
inflationary purchasing media was transferred to businesses and individuals. 
Fortunately, much of the total purchasing media, about half, was held unused 
either as hoarded currency or as idle checking accounts, apparently because new 
automobiles and many other consumer goods were not available and because new 
equipment and materials for new plants were not available for purchase by 
businesses. Consequently, the effects of the great inflation were largely postponed 
until after World War IT. 

If the huge total of inflationary purchasing media hoarded (or held inactive in 
checking accounts) during World War II had been spent almost immediately after 
the war, the resulting rise in prices generally would have been far more rapid than 
the rise that did occur. (As usual when resort is had to price controls, many of the 
price rises prior to the abandonment of futile price controls were concealed from 
the statisticians by quality deterioration, etc.) At least two factors were respon- 
sible for the relatively slow use of the hoarded purchasing media. 

First, countless individuals including many managers of corporate businesses 
expected a postwar depression within a few years. In fact so widespread were 
the fears of a depression in 1946 that the Federal Government was urged to adopt 
strong measures in order to cope with anticipated mass unemployment. For 
several years thereafter, many who remembered the 1920-21 experience held 
funds idle in the expectation that a depression would provide better opportunities 
for those who wanted to buy. 

The second factor responsible for the slow rate of dishoarding was the time 
required for factories to convert to peacetime output and to produce enough for 
the postwar demand. For a few years, demand for such items as automobiles, 
housing, some types of machinery, etc., was greater than the existing productive 
sapacity could satisfy. Moreover, the Korean war, although relatively minor 
in its economic effects, again restricted to some extent the availability of numerous 
items desired for civilian consumption and for business. 

As the hoarded or idle inflationary purchasing media were gradually used in 
the postwar years, the amount available was supplemented by the monetization 
of increasing private debt (largely real-estate loans and installment loans) by 
the commercial banks. Thus the amount of inflationary purchasing mediums 


1 Lest the reader assume that the facts cited are the products of selectively imaginative 
hindsight, it seems desirable to add at this point that the author is prepared to offer proof 
of all such statements. Citation of references would unduly clutter an article intended for 
the general reader. Other readers who desire such references in detail may have them on 
request. Such references will include many economic analyses that correctly predicted 
the outcome of measures adopted by Congress and other pertinent developments. 
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in circulation was almost continually increased until 1957, except for minor inter- 
ruptions in 1948-49 and 1953-54. 

The great inflationary development, begun during World War IT and continued 
through 12 subsequent years, had the usual chain of effects. Although on a 
larger scale in several respects, these effects duplicated those experienced several 
times during the Nation’s history. They may be summarized as follows: 

1. Effective demand (that is, desire implemented by purchasing media) during 
most of the period and for most types of products exceeded the supply of goods 
at prevailing prices. 

2. Therefore, prices generally rose with a resulting succession of ‘“‘windfall’ 
profits to most businesses. (In some instances, certain prices that otherwise 
would have fallen were supported at relatively high levels by the great inflation.) 

3. With the encouragement of increasing demand and partly by using the funds 
that “windfall” profits provided, productive capacity was greatly expanded, so 
much so in the later years of the period that, as in the 1920’s, the expansion of 
plant and equipment itself became a major factor in the growing intensity of 
the business “boom.” 

4. Organized labor, stronger than ever before, demanded a share of the ‘‘wind- 
fall” profits. Business management acquiesced, in some instances perforce, in 
others believing or hoping that the conditions creating ever-increasing profits 
would continue indefinitely. Thus, for example, assembly-line workers in Detroit 
(as well as workers in the basic steel and construction industries) saw their prewar 
wages more than quadrupled (including fringe benefits) while teachers in the 
public schools fought a losing battle to have salaries increased as rapidly as the 
cost of living rose. In fact, so great have been the wage increases in some indus- 
tries profiting most from inflation that the armed services have been unable to 
retain vitally needed technicians who leave after 1 or 2 enlistments for the far 
better pay available elsewhere. 

5. Of course, most owners of common stocks and real estate profited from the 
prolonged inflation. The great increase in the value of such holdings and in the 
incomes from them reflected in substantial part the shift of real wealth from 
retired individuals dependent on pensions, from holders of life insurance, savings 
bonds, and savings deposits, and from that large portion of the population whose 
incomes were relatively fixed or who could not obtain sufficient increases to offset 
the continuing depreciation of the dollar (rise in prices). 

6. The easily won profits for businesses of many types and for many individuals 
encouraged speculative expansion in various segments of the economy. For ex- 
ample, new office buildings in New York and other cities were constructed in the 
later years of the recent boom period on a scale rivaling that of the ill-fated 1920's; 
otherwise competent business executives with their eyes on “‘pie in the sky” in 
the 1960’s embarked on over-ambitious expansion programs.‘ 

7. Perhaps most unfortunately situated are the millions of wage earners enabled 
by the subtle robbery of their own and others’ pension funds, life insurance, etc., 
to claim a higher standard of living in the form of the new cars, new homes, etc., 
thus made available to them on the installment plan. Encouraged to incur 
debt beyond their ability to pay under less favorable circumstances, many such 
individuals are finding that the growing population supposed to perpetuate in- 
creasing prosperity includes in large part their own children (more numerous 
because of prosperity’s optimism) whose needs only make more burdensome the 
debt so hopefully assumed. 

8. By no means the least of inflation’s effects has been the subsidizing of that 
proficient spendthrift, the Federal Government, with increasing taxes seemingly 
almost painlessly extracted from continually increasing personal incomes and 
business profits. The huge sums so easily obtained have fostered national delu- 
sions of economic grandeur. Grandiose plans for aiding other nations and silly 
schemes for remedying our own internal problems such as those of agriculture 
have been fostered by politicians seeking votes and by exuberantly confident 





2 Some of the increasing real-estate and consumer loans were not inflationary; that is, 
poe of the loans did not result in the creation of new and inflationary purchasing media, 
ecause the funds loaned were derived from current savings rather than from new credits 
to demand deposits or checking accounts. For a more detailed discussion, see E. C. 
Harwood, Useful Economics, American Institute for Economic Research, third edition, 1957, 
ebs. VII and VIII. 

% Government-sponsored “theft” via inflation has taken nearly $200 billion worth of real 
wealth (goods and services) from holders of life insurance and savings bonds, savings 
depositors, etec., since 1940. 

4In the Wall Street Journal as this is being written is the report of one major company 
that even at this early stage of the recession has been forced to postpone indefinitely 
putting machinery in factories newly completed. 
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bureaucrats who have, it must be conceded, at least the ability to spend money 
rapidly if not wisely.® 

At this writing (late winter 1958), a recession is underway. Already apparent 
is the fact that it exceeds in severity the minor setbacks of 1948-49 and 1935-54. 
But as yet an adequate scientifie basis for predicting the probable severity and 
duration of this recession is not available. 

We do know that the inflation (creation of excess purchasing mediums) in recent 
years has been the greatest in the Nation’s history. Fortunately, speculation on 
margin, in the stock market at least, has been much less than that of 1928-29; 
although the expansion of inflationary private debt in recent years has exceeded 
that of any earlier period. That there are many serious distortions within the 
economy seems obvious; such always has been the situation after prolonged 
inflation. 

Much of the recent inflation was attributable to the monetization of Govern- 
ment debt. Such inflation is not subject to the automatic deflation that results 
from widespread bankruptcies and the collapse of innumerable private debts. 
Consequently, only part of the present inflation is as vulnerable as that of 1929, 
and precisely how vulnerable that part is cannot be ascertained until the recession 
testing process has carried further.® 

In any event, questions about this aspect of the problem will be answered in 
the months ahead. If the deflation of private debt becomes extensive, a depression 
as severe as that of 1937-38 is well within the range of possibilities, but we do not 
expect a depression such as that of 1929-32, primarily because the inflation reflect- 
ing monetization of Government debt is not vulnerable to forced deflation via 
private bankruptcies. 


(b) The Nation’s long-term objectives 


We now turn to consideration of the Nation’s long-term objectives. Unless our 
objectives are clearly stated and kept constantly in mind, we cannot reasonably 
hope to make wise day-to-day decisions regarding the route to be followed. The 
principal pertinent objectives stated and implied in the Nation’s basic plan, the 
Constitution of the United States, may be summarized as follows: 

1. A society so organized by Constitution, statute, and custom that each adult 
member will be continually influenced to cooperate with others by serving their 
needs as they in turn are under a like compulsion to serve his in order indirectly 
to serve their own. The end desired is perfect cooperation, and the means clearly 
implied in the Constitution is free competition.’ (‘‘Free’’ implies not the chaos 
of anarchy but operations under ‘‘rules of the game’”’ intended to preserve the 
maximum freedom for all, large and small, among the providers of economic goods 
and services.) 

2. Within the society freedom for individuals to plan and choose their occupa- 
tions and goals. 

3. For all men equality of opportunity to find their places in the economy and 
seek their goals. 

4. To each individual the fruits of his own labors not only as an incentive and 
reward but also and even more important for the Nation as a whole so that the 
individual (or business) who demonstrates capacity to serve his fellow citizens most 
effectively will have increased means at his disposal enabling him to become more 
and more effective on a larger and larger scale.® 


‘In fact, so lavish was the giving and “lending” to other nations that, in addition to 
providing Cadillacs for oil princes in Saudi Araba and an infinite variety of other goods 
from armament to zippers, we Managed in a single decade to give foreigners demand claims 
on two-thirds of the Nation’s basic gold reserves. 

® We believe that the huge total of private debt incurred in recent years ($300 billion 
since 1945) includes a small poresncnge of vulnerable loans reflecting unwise borrowing. 
Only 3 percent of it would equal the loans for stock speculation on margin in 1929, and 
we suspect that even more may have been unwisely incurred. 

7For a detailed discussion pointing out that “free competition” is simply a different 
name for voluntary cooperation and that such free competition is essentially different from 
war, see appease C, Free Competition Is Voluntary Competition, of the book, Useful 
Economics, by E. C. Harwood, American Institute for Economic Research, third edition, 
1957, Great Barrington, Mass. 

8 The historical developments that gave rise to the Great Revolution in human affairs 
and culminated in the Constitution of the United States are outlined in the editor’s book, 
The Counterrevolution, American Institute for Economic Research, 1956. As the title 
suggests, it also discusses the counterrevolution as embodied in socialism, including its 
militant form, communism. Even more dramatic than the great industrial growth of the 
United States, because compressed within a relatively short period, has been the economic 
recovery of Western on following application of certain basic principles of the 
Great Revolution, including a large measure of economic freedom and sound money policies, 
applied shortly after World War IT. 
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5. A rate of economic growth and development that not only will foster achieve- 
ment of the objectives listed above but also will insure a widening rather than a 
narrowing of the present gap between the industrial power of the United States 
and that of Russia. 

The last objective indicated warrants more detailed discussion in order that it 
may be fully understood. For this purpose the diagram below illustrates the 
discussion that follows.°® 


COMPARATIVE ANNUAL GROWTH RaTES, FREE VERSUS CONTROLLED AND 
SoOcIALISTIC ECONOMIES 





Free Economy 


Plus 


Annual Growth Rates 


Minus 


Socialist 
Democracy 





Referring now to the diagram above, the annual growth rate of a free economy 
is indicated as a plus value signifying a compound rate of growth year after year 
such as that experienced by the United States for much of nearly two centuries. 
The only prolonged departures in the United States from well-sustained economic 
growth have occurred following major interferences with its relatively free com- 
petitive economic system. For the latter part of the 19th century in particular, 
the record of industrial production is sufficiently accurate and the conditions 
of relative freedom were adequate to establish clearly that such an economy 
enjoys 4 high rate of growth. 

Some readers may wonder whether the lessons of the American historical 
experiment are applicable elsewhere, for example in Europe. The experience of 
Western Germany since World War II provides a convincing demonstration that 
a relatively free economy assures rapid growth even when hampered by the prior 
existence of extensive controls and by the wartime destruction of its means 
of production. 

The annual growth rate of an economy operating under a socialistic dictatorship 
such as communist Russia, i. e. of a ruthlessly controlled economy, is shown as a 
smaller plus value. Whether or not its annual rate of growth will be a plus value 
in the long run is indicated by a question mark. Evidently a positive rate of 
growth is possible for a prolonged period, but there is as yet no proof that it will 
last for centuries and will pervade the entire economy. That the annual growth 


®It seems desirable to emphasize that the diagram does not attempt to represent ac- 
curately in detail the relative differences in growth rates between free, socialistic, and 
communistic economies. However, the historical record clearly establishes that a free 
economy grows more rapidly than a controlled economy and that a socialistic economy 
(without strong-man controls) has a negative rate of growth, in fact, cannot even survive 
in the long run (for example, the fate of the early Plymouth Colony and more recently the 
effects of even partial socialism on Great Britain, France, and other nations). 
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rate of such an economy, in its entirety, is less than that of a relatively free 
economy is well established.!¢ 

Below the zero rate of growth and indicating negative growth or economic decay 
and retardation we show socialist democracy. This is the situation where the 
state seizes all factories and other wealth and distributes the goods currently 
produced according to some plan specified from time to time by the legislative 
branch of government. No economy operated in this manner without dictator- 
ship and ruthless controls thus far has been able to survive. Numerous economies 
have experimented with varying degrees of socialism, and convincing evidence of 
growth retardation is provided by the experience of such countries as Great 
Britain under the labor government and France in recent decades. 

Nations that have continued state ownership and control of all wealth, natural 
resources and capital equipment as well as current production, have survived only 
by the imposition of rigid controls in the hands of a ruthless dictatorship. By such 
means, socialism (of a kind) has been made to work and, at least for a few decades, 
to provide a growing economy. Such growth never has been great enough to 
compare favorably with that of nations having relatively free economies, although 
in some aspects of industry rapid growth may have been forced." 

Many people may believe that the gap between a relatively free economy and 
a controlled economy can be bridged as by the dashed straight line connecting 
the two points on the chart above the zero line. However, such never seems to 
have been the case. As an economy has become more socialistic while attempting 
to preserve political freedoms, the rate of growth has lessened and has become 
negative when complete socialism was approached. Then the inevitable in- 
efficiency of a bureaucracy lacking ruthless power becomes evident. In order to 
restore a positive rate of growth (that is, in order to survive) such an economy 
has two choices: 1, to struggle back toward its lost freedom, as England has at- 
tempted to do under its present government, unscrambling the scrambled eggs 
of socialism (returning factories to private ownership etc.) ; or 2, to adopt more and 
more stringent controls until finally the reins of power are concentrated in the 
hands of a dictator (individual or small group). Whether or not a nation can 
struggle back from the economic morass of nearly complete socialism to the status 
of a relatively free economy remains to be seen. England may or may not provide 
the answer in due course. 

Of vital importance in connection with our Nation’s objectives are the following: 

(a) Continuing on the road to socialism will not maintain American economic 
growth at an annual rate in excess of Russia’s; that path is not the dashed line on 
the chart, but the solid line that goes down to a negative rate of growth, to eco- 
nomic deterioration, in fact. 

(b) If we continue into the morass of socialism and attempt to “control’’ 
inflation by price controls and a broadening multitude of other controls that soon 
would seem ‘‘necessary,” we shall experience economic retrogression for years and 
at best succeed eventually in recovering to Russia’s rate of growth (after prolonged 
delays) only by adopting a ruthless dictatorship thereby possibly achieving sur- 
vival at the cost of much that, to many Americans at least, makes survival worth 
striving for.!? 


(c) The route toward the Nation’s objectives 


That maintenance of an adequate national defense is essential for survival is 
obvious. However, defense in the long run involves more than preparedness for 


1 See, for example, G. Warren Nutter, Some Observations on Soviet Industrial Growth, 
Occasional Paper 55, National Bureau of Economic Research, New York, 1957. 

11 Some observers seem to believe that Sweden has proved that a democracy can adopt 
socialism successfully. However, in the first place Sweden is only partially socialistic, and 
emphasis has been placed on government control or ownership of natural resources rather 
than on the nationalizing of industry generally. (Even the basic steel industry was not 
nationalized as it was in Great Britain.) Second, the following figures on industrial produc- 
tion since 1950 (the year when West Germany regained its prewar rate of output) are of 
interest. 

Percentage Increase in Industrial Production, 1950-55: Sweden, 15; West Germany, 
79: Western Europe, 41. 

12In this connection we should also realize that once the absolute power implied in 
multitudinous centralized controls is permitted to exist, seizing of that power by a ruthless 
dictatorship will follow as night follows day. Such has been the invariable experience of 
mankind from ancient Greece to modern Russia or for that matter to modern America 
where concentration of nearly absolute power in some labor unions has brought to the top 
of those unions ruthless individuals from the gangster stratum of our society. That 
. “power corrupts and absolute power corrupts absolutely” is but a half-truth; the further 
truth is that where power is absolute, only the most alert, clever opportunist who is also 
utterly ruthless in grasping for power can hope to survive. By a process as inevitable in 
its outcome as evolution itself, only the ‘fittest’? can survive and the “fittest” in such 
circumstances usually is the most brutal enemy of his fellow citizens. 
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military operations; it also involves the continuing development of scientists, of 
science and technology, and of a growing industrial power capable of producing 
the unknown weapons of an unpredictable future. 

The Nation’s defense expenditures alone already are so great that the taxes 
providing the funds constitute a burden tending to retard industrial growth and 
hamper education of the Nation’s youth. The financial problems of fathers at- 
tempting to educate their children require no emphasis for the hundreds of 
thousands in the moderate-income group who must pay income taxes in many 
instances exceeding the cost of the children’s education. As for the young man 
earning his own way through college, if he succeeds in earning $1,500, hardly 
enough for a year in most colleges, the Government will take from him 10 percent 
of his income under present tax rates. 

That existing taxes retard industrial growth is readily seen by anyone who 
understands that complex process called economic growth. Many people ap- 
parently believe that economic growth of an economy is achieved by a simul- 
taneous general expansion of nearly all business elements within the area con- 
cerned, such as a region or nation. Actually, however, that is not the situation. 
Economic growth is achieved, if and where it is achieved, as some elements of the 
economy expand more rapidly than those that are static or are contracting and 
perhaps are in the process of dissolution. 

A striking example of a rapidly expanding segment of the economy was pro- 
vided by the automobile industry through the 1920’s. During the same period 
the carriage industry and to a lesser extent the motorcycle and bicycle industries 
were contracting. A small city not far from where this is being written was then 
known as the “whip city of the world.” Today few youngsters in that city 
have ever seen a ‘“‘buggy”’ whip, although many of the older citizens still remember 
the Sears two-cylinder “buggy”? complete with dashboard and whipsocket, a 
memorial to the day when few believed the automobile could ever replace the 
horse. 

Many factors other than obsolescence of the product account for the decline 
of business enterprises. These other factors include what may be called entre- 
preneurial arteriosclerosis (too much deadwood at the top) and numerous other 
forms of inadequate managerial ability as well as all the many reasons for per- 
sonal and corporate failure including fires, floods, and earthquakes. 

The vital point is that an economy can grow only when the increased produc- 
tion of goods and services by the growing businesses exceeds the decreases in 
production by the declining and failing businesses. Moreover, the most impor- 
tant function of profits in a competitive economy is to provide both the incentive 
and the funds for business growth, whether it be, at one extreme, the small busi- 
ness started by one man in its early stages or, at the other extreme, the huge 
corporate enterprise that has served the public for many decades. In short, 
profits are the food for growth, and whatever the corporate income tax takes 
necessarily lessens the means available to businesses for expansion. Without 
doubt, today’s corporate tax at 52 percent is a most serious inhibitor of business 
growth. Therefore, it retards development of the industrial power essential to 
maintain United States supremacy in a hostile world. 

Obviously, the Nation’s economic growth can be most rapid when all of the 
profits obtained in free competitive markets by businesses generally (excluding, 
of course, monopoly gains and other profits attributable to special privilege) are 
left in the hands of the businesses concerned. Whether the profits are directly 
invested in new plant and equipment for expansion or in part are paid out as 
dividends (thereby attracting more capital to the industry) is a relatively unim- 
portant operating detail. 

Moreover, taxes on profits can kill over-all economic growth if the discourage- 
ment to growing enterprises shows their growth enough so that it is equaled or 
exceeded by the decreases in production of obsolescent and failing enterprises. 
Perhaps the tax on corporate profits already is so high that aggregate growth 
will be prevented in the absence of such a great and dangerous inflationary 
stimulus as that of the past decade. If such is the situation, the Nation already 
is seriously jeopardized. 

These considerations point to the following route toward the Nation’s objectives. 

1. Defense expenditures must be kept at the minimum consistent with adequate 
defense by strict economy, elimination of duplication, etc. (For example, are 
separate postgraduate ‘“‘colleges’’ for senior officers of the three armed services 
plus a fourth National War College, all with various duplicating courses, really 
essential? Are missile submarines more effective and less costly than superair- 
craft carriers that, in the near future, can be “‘seen’’ anywhere in the world from 
televising satellites and therefore readily destroyed by atomic missiles? Also, 


RENEWAL OF TRADE AGREEMENTS ACT 1953 


what a we learn from Great Britain’s reappraisal of its most effective defense 
needs?) 

2. All unnecessary Government expenditures should be eliminated, especially 
those interfering directly with achievement of the Nation’s objectives. As a 
specific instance for application of this basic principle, the farm price supports 
and soil bank programs may be selected. Combined budget expenditures for 
these purposes in fiscal 1958 are scheduled at $3,683 million, nearly 10 percent of 
the military budget. These programs are an interference with free markets, a 
disruption of free competition. They encourage an uneconomic use of land, labor, 
and capital. They delay readjustments that would strengthen American indus- 
trial power because they create inducements for marginal farmers to remain on 
the farm and tend to retard a shift of manpower to industry. They penalize the 
general public both by raising the price of food and because the money spent for 
supporting prices is taken from individuals and businesses who are further damaged 
thereby. (Perhaps one last year of payments to farmers for not growing crops, 
using as payment not money but percentage shares of the surplus crops in storage 
would solve the surplus problem.) % 

3. Expenditures for aid abroad should be reduced to those clearly and directly 
in support of our national objectives. This would preclude most aid to England 
when under a socializing labor government; to France except under the most 
stringent controls and restrictions both to prevent misuse of American armament, 
as apparently occurred recently in Tunisia, and to inhibit the further socialistic 
deterioration of the French economy; and would deny aid to India’s socialist 
government for further extension of already failing grandiose schemes of the 
Indian socialists, etc., ete. 

4. The following principles should be applied in reducing and readjusting the 
Federal tax burden: 

(a) Taxes on business profits, except profits attributable to monopoly and 
other special privilege, should be reduced rapidly and eliminated as soon as possible 
in order to encourage economic growth to the maximum extent. 

(b) Because of the great and obvious need for more and better education for 
the Nation’s youth, college tuition and other necessary expenses should be allowed 
as deductions from family incomes before taxes." 

(ec) As rapidly and extensively as possible personal taxes should be shifted from 
earned incomes to incomes desieed from special privilege of every form and 
variety. In this connection three important distinctions, wherever feasible, 
should be made. 

(1) There is no important economic reason why tax rates on special privileges 
(including site monopolies, etc.) should not rapidly approach 100 percent of 
income after certain basic personal exemptions. 

(2) Taxes on interest and dividends from capital invested in competitive 
enterprises (as distinguished from funds used to buy monopoly privileges, etc.) 
should be kept as low as possible in order to avoid inhibiting investments in such 
enterprises; but, for defense and other vital needs, some progression in such rates 
on personal income more or less similar to the tax rates now prevailing probably 
would be necessary under present circumstances. 

(3) Taxes on earned incomes should be eliminated or reduced to the lowest 
possible levels, especially where the earnings are from potentially growing but 
small individual enterprises. 

To some readers these recommendations may seem unrealistic counsels of 
perfection without hope of practical application. Three objections probably will 
be offered, viz: 

1. That the great mass of the voters are “too damn dumb to understand.” 

2. That the pressure groups, for example, the farmers, are too strong. 

3. And, with reference to the current recession, that we must do something to 
restore prosperity promptly at all costs because, as the witty Lord Keynes put 
it, ‘In the long run we are all dead.” 





4% Anyone who has studied the obs ag ey effect of free markets and relative freedom 
of competition in West Germany during the last several years would conclude, we believe, 
that the farmers themselves who chose to remain in agriculture would be far better off in 
a short time if somehow they could be saved from their political ‘‘friends.”’ ‘The rapidly 
growing population of the United States is certain to provide adequate markets for well- 
managed farms run on a competitive basis. The farm benefits may buy some votes, but 
they don’t contribute to the achievement of national objectives, rather the reverse. 

% Consideration might also be given to putting all estate- and gift-tax receipts into a 
special fund distributed to all accredited colleges for scholarships. Such an arrangement 
(using already existing and least costly administrative facilities) would help in achieving 
that national objective, equality of opportunity for all. In effect, some of the States now 
follow this procedure with their share of such taxes through their support of State 
universities open to all qualified applicants at minimum tuition. 
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There are two effective answers to the first objection. Too many people, 
including historians who should know better, seem to have forgotten that in the 
depths of one of the Nation’s worst depressions, in 1932, the American people 
chose as President not a “pied piper’? who promised to restore prosperity by 
spendthrift magic but a man who promised over and over to reduce Government 
expenditures by 25 percent, who deplored in the strongest terms Washington 
meddling with and direction of the economy, and who, during the first months in 
office, actually pressed Congress for and obtained reductions in spending. The 
New Deal spend-for-prosperity notions came later; and, if the public apparently 
did approve them in 1936, that presumably was because of the delusive business 
improvement at that time and the claims ‘‘we planned it that way’ broadcast 
before the elections. Subsequently, the 1937-38 depression, one of the most 
rapid and extensive declines in the Nation’s history, dispelled the earlier illusions 
of success in restoring prosperity. 

The second answer to the first objection is that a relatively small group ot the 
better informed independent voters, even those who are registered Democrats or 
Republicans, hold the balance of power in most elections. Once the politicians 
sense that this group has decided views on any question, those views will be 
reflected in political action. If sound economic analyses are made available to 
and are accepted by the Nation’s more thoughtful and independent voters, the 
conclusions of such analyses may become the guide to action. 

With reference to the second objection, that the pressure groups are too power- 
ful, the fact is that a decisive majority of the farmers responding to a recent poll 
disapproved of the Government’s efforts to support prices of agrisultural products, 
Half of those replying wanted no Government aid in any form. There simply is no 
evidence convincing to us that the Nation’s farmers as a whole put their personal 
welfare ahead of the Nation’s. 

As for the third objection, that ‘in the long run we are all dead,”’ one cannot deny 
the truth of this assertion, but one can deny its apparent significance as an argu- 
ment for more inflation to restore prosperity. The fact is that our children and 
grandchildren will be alive in the long run unless we continue to mismanage the 
Nation’s economic affairs as we have during our lifetimes and leave for our de- 
scendants a Nation vulnerable to Russia’s attack. In short, if the Nation is to 
survive, we must focus our attention on what is wise in the long run and struggle 
as best we can to cope with the difficulties of the short run. 

This does not imply that the unemployed should be permitted to starve nor 
that all in debt beyond their immediate ability to pay should be forced into bank- 
ruptcy and should lose their homes or other possessions; but it does imply that the 
gross distortions within the economy basically responsible for the recession should 
be corrected by the sometimes painful processes of freely competitive markets 
rather than be augmented by still more inflation with even more unfortunate 
future results. 

To summarize: in order that our Nation may survive: 

1. Taxes retarding industrial growth should be minimized as rapidly as is possi- 
ble lest economic growth be markedly less than the maximum practicable. 

2. The deterioration of the Nation’s educational system should cease, and the 
relative economic status of educators should be improved, even at the cost of end- 
ing the monopoly powers of unions as well as those of industry; moreover, means 
should be provided to move toward equality of opportunity for youths capable of 
benefiting from higher education. We should never forget the lesson of long ex- 
perience: That deterioration of the Natiori’s schools tends to parallel depreciation 
of the dollar simply because inflation results in adverse selection of educators by 
tending to shift the more competent to other jobs and by attracting the least 
competent to fill the vacancies. 

3. Sound comparative analyses should be substituted for the grandiose dreams 
of recent years; we should face the fact that resources are limited and put first 
things first by weeding out programs that hinder progress toward the Nation’s 
objectives and by reducing expenditures on programs having a relatively low 


% Those who would cope with depression today by increased Government spending might 
well reflect on the fact that there were still nearly 10 million unemployed in 1939, a full 
5 years after the New Deal spending program began, and that even during the abortive 
recovery of 1936-37 nearly 8 million were unemployed. Yet by late 1932 earlier distortions 
in the economy had largely been removed by the influence of prolonged deflation, and the 
stage had been set for the usual cyclical recovery ; in fact, the record reveals that recovery 
actually had begun. In addition to repeating in substantial part the inflationary follies 
. net War I, should we now repeat the blunders that prolonged the great 

epression ? 
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priority in comparison with the Nation’s need for economic growth and maxi- 
mum educational opportunities." 

Of course, the basic requirements of American citizens at this time are willing- 
ness to face the facts, to learn the lessons of costly experience, and determination 
to follow the route to national survival regardless of whatever personal incon- 
venience may be involved. One function of the institute is to analyze the facts 
and transmit to the public the economic lessons thus provided. Determining 
that a sound course will be followed and urging that course on the Nation’s 
legislators are not institute functions but are the tasks of every American citizen 
who chooses to do his duty in the Nation’s hour of need. Unless these things 
are done, we shall not only pass along to our sons and grandsons the mess that 
we of western civilization have made in recent decades but also we shall betray 
them finally by destroying that one great hope for the future of mankind, the 
basie principles of a free and just society embodied in the Constitution of the 
United States. 

SUPPLEMENTARY NOTES 


Nore 1.—The following quotations taken from our analyses of the latest 
business cycle, from 1954 to 1957, illustrate the results of research in progress for 
many years. (Beginning in 1928, analyses by the editor of this special bulletin 
discussed the inflationary aspects of the then ‘‘New Era”’ in leading financial and 
economic journals. For the past quarter century the results of continuing studies 
under his direction have appeared in the Research Reports and other Institute 
publications.) 


From research reports, January 3, 1956 


Because we believe that others may have overlooked an important factor, we 
should choose resumption of the boom as the most probable development during 
1955. The overlooked factor, we believe, is the huge volume of idle purchasing 
mediums (hoarded currency and demand deposits), a substantial part of which may 
come back into circulation during 1955. 

Present indications are that inflation will be increased during 1955 by means of 
expanding real estate and installment loans. If such proves to be the case, that 
stimulant alone could account for a resumption of the boom. 

We conclude that resumption of the boom with industrial production reaching 
new records is the most probable of the several possible developments during 1955. 


From research reports, January 7, 1957 


This is the beginning of the 16th year since the greatest inflation in the Nation’s 
history began. (See our index of inflation in the preceding bulletin.) For 14 
years, from 1942 to 1955 inclusive, with only minor interruptions for two 2-year 
intervals (1947-49 and 1951-53) the relative amount of inflationary purchasing 
mediums circulating in the economy was increased. Peak levels were reached in 
December 1955 and January 1956. Since then, some deflation has occurred, 
apparently not yet comparable in magnitude to the minor deflations already 
mentioned. 

* * * * * * * 


Present indications are that the Nation is nearing the end of a great inflationary 
“spree.”’ The relative moderation of day-to-day developments, compared with 
those of 1928 or 1929, has reflected a gradual rather than a sudden ascent to 
speculative heights. However, a dangerously vulnerable situation has been 
created. Regardless of the fact that an adequate scientific basis for predicting 
the beginning of the end is not available, we recommend avoidance of commit- 
ments that might prove disastrous to any individual or business in the event of a 
severe recession. 


From Research Reports, September 16, 1957 

The avoidance of recessions is so widely appealing that ideas or plans advanced 
as a means to that end are sympathetically received until they are seen to be 
impractical or dangerous. ‘‘Creeping inflation’? has been tried again and again 
in the history of the world; but inflation long-continued always has outgrown the 
“creeping” stage and in the end has proved to be an intractable and destructive 





16 For example, which is the better “calculated risk,” as the proponents of foreign grants 
and loans like to describe their gambles with the public money, more millions for Commu- 
nist Poland or putting the same funds into more nearly equalizing educational opportunities 
for American youth by means of scholarships? (Not via still another Government handout 
agency but via grants to accredited colleges for their scholarship funds.) 
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offspring of the “phoney money’’ advocates. One recent striking example is 
found in France, a nation reduced from the status of a leading industrial nation 
to that of a fourth-rate and backward, almost impotent economy within 4 decades. 
Similar long-run consequences of “‘creeping inflation”’ in the United States could 
destroy the advantage our industrial power has over that of Russia and invite 
destruction from without even if it did not insure economic destruction from 
within. 


From Investment Bulletin, October 7, 1957 


As for the Government’s preventing a severe depression, that may not be so 
easy as many seem to believe it will be. Even if business activity turns downward 
rapidly in the early months of 1958, corporate tax payments based on 1957 profits 
will be large next March and June. Not until a year from now would corporate 
tax payments reflect markedly decreased profits. In the meantime, there would 
be no large-scale new inflation attributable to that so-called ‘automatic stabilizer,” 
a Government deficit to be monetized. 

After a year or so Government expenditures probably would exceed tax receipts 
substantially. But even then, the securities sold to finance the deficits might be 
purchased largely with the savings of individuals and corporations who feared 
to invest otherwise. Unless the deficits were extremely large, little or none of 
them might be monetized for many months. (Such deficits are monetized with a 
resulting creation of inflationary purchasing media when the securities issued to 
finance the deficits are sold to the commercial banks in amounts that exceed 
the new savings placed with the banks for investment.) 

Finally, liquidation of private debt may well result in greater deflation for a 
year or two than the added inflation resulting from Government deficits. In 
that event, net deflation could result with accompanying depression. 

Note 2.—The science of economics is relatively immature. Much that is 
published on the subject, including supposed remedies for recessions etc., has no 
more scientific standing than the notions of the itinerant medicine men who sold 
health elixirs to a gullible public a few decades ago. More specifically: 

(a) Confidence is not a satisfactory substitute for the correction of serious 
maladjustments in the economy; in fact, confidence insofar as it invites com- 
placency and a standpat attitude can delay recovery by postponing needed 
readjustments in prices, wages, etc. 

(6) “Pump priming” by means of large Government expenditures never has 
resulted in a sound, stable, and lasting recovery from depression. 

(c) Contrary to the implications of those who recommend perpetual inflation 
and rising prices as the road to prosperity, rising prices are not essential to pros- 
perity. The record shows that the most rapid and best sustained economic 
growth in the Nation’s history occurred from 1879 to 1892, when prices were 
declining almost steadily and by the end of the 14 years had decreased 40 percent. 

Note 3.—For readers who wish to check the facts discussed in this analysis we 
suggest reference to Current Economic Trends, an institute publication available 
at $1. 

Nore 4.—As part of its educational work the institute is distributing copies of 
this analysis to the more than 400,000 readers of institute publications throughout 
the United States. In order that the maximum possible distribution may be 
obtained, you are invited to use the order blank below. 


AMERICAN INSTITUTE FOR Economic RESEARCH, 
Great Barrington, Massachusetts. 
Please send me 10 copies of the special bulletin, TwentirerH-CeNturY COMMON 
Sense. Enclosed is one dollar ($1); 
or 


Please send one copy of the special bulletin to each of five persons whose ad- 
dresses I enclose with one dollar ($1); 
or 
Please send me: 
50 copies for three dollars ($3). 
100 copies for five dollars ($5). 
300 copies for ten dollars ($10). 
(Quotations on larger quantities on request) 
OS Ee ee ee eben witet Hal bt ok acciibks ante wiotwos. (Please Priat) 
es eC OMe Joe Shee Zone_---- State... -- 
(You may send currency at our risk. Please fold in order blank) 
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Mr. Scuorn. This shows something very interesting, that in the 
free economy of the United States over the last two centuries, we have 
had an annual growth which appears to be about 3 times what the 
annual growth is of a dictatorship like Russia. Strange to say, in 
between, where you do not have a dictatorship, but where you have a 
socialistic democracy, they actually have retrograded. 

I am sure that nobody here would ask us to make gifts to Russia on 
a wide scale. We are, however, making gifts on a iuined scale to 
a number of the countries which have socialistic economies and which 
are having trouble. 

I am not here to advocate that we not give any gifts to them, 
because I think some are necessary, but I do feel that by helping the 
real free economies, people in other countries who have the same type 
of free enterprise economy and free government that we have, we are 
doing the very most to espouse and to bring about a world situation 
which is more like yours than not. 

I therefore think that it is necessary to the welfare of our country 
that we trade very strongly with our friends and, strange to say, this 
trade sorts out the countries with the freest economy, as shown by 
this report which I herewith supply. 

There is one other thing. I did not come down here to oppose any 
other segments of the trade. I have come down here to try to repre- 
sent the trade as a whole. Nevertheless, there are certain things that 
I think I ought to point out to you in connection with this trade. 

The fur ranchers are entitled to the huge progress which they 
have made over the last few years in many respects. They have 
supplied the only new things in the trade, which is very important. 
They have also done the very best and the very most important 
advertising job in our trade. They therefore, through this, control 
about 75 percent of the trade, and this has grown from almost nothing 
in the early 1930’s up to the point today. 

I ask you to look at the trade now in its entire perspective. The 
fur ranchers I believe probably represent about 100,000 people who 
are active in ranching, laborers, and others. The fur trapper repre- 
sents several million, and his business has been declining year by 
year. The fur ranchers are entitled to everything that they have 
been able to get through their excellent work, but I think that this 
committee should remember that the competition which they are now 
facing from abroad was brought about by the large and profitable 
sales of breeding stock which they made during the last 20 years to 
the foreign countries. It was almost implicit that some of those 
breeders should come back in the form of skins. 

The difference in price of $11.55 average on the foreign mink 
against $19.47 on the domestic mink—and I do not know whether 
they include the mutations in there; I rather doubt it—is due in part 
to the superior quality of the American product. It is not due 
entirely to the foreign mink underselling the American mink. 

What I am asking this committee to do is to consider not only the 
fur ranchers’ interest, which now today represents 75 percent of the 
trade, but to consider the 25 percent of the trade which is historically 
300 years old against about 25 years of age for the ranchers, and to give 
the consideration to the entire trade and not to one part alone. 

I thank you very much for this privilege of appearing before you. 
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The Cuarrman. Mr. Schoen, we thank you, sir, for coming to the 
committee and giving us the benefit of the views of the American Fur 
Merchants Association. 

Mr. Schoen, Mr. Byrnes desires to interrogate you for a moment. 

Mr. Scuoen. Yes, sir. 

Mr. Byrnes. Do you find that today there are undue restrictions 
against the importation of furs into this country? 

Mr. Scnoren. What do you mean by “undue,”’ sir? 

Mr. Byrnes. You complain here about restrictions and say that 
we should have the freest possible exchange. Do you have examples 
in your business, for instance, of furs that are from abroad that cannot 
come in? 

Mr. Scuorn. Yes; I think there is one undue and useless restric- 
tion, and that is the silver fox restriction, the duty of 37% percent on 
silver foxes, which I think is not only restrictive but useless. 

Mr. Byrnes. Is there any other? 

Mr. Scuogen. There is a restriction on all Chinese furs, but I think 
that that is something for the State Department to determine. As 
far as Russian furs are concerned, I am certainly not in favor of help- 
ing Russia. I think that the restrictions on Russian furs are pretty 
useless, because while they help us in one direction, they hurt us in 
another direction just about as much. 

You see, furs are a worldwide market. If all of our friends in 
Europe would shut out Russian furs as well, then it would not make 
any difference. But I believe our efforts to sell American muskrats 
are thwarted by the large amount of foreign muskrats which are not 
allowed to come into the United States, but which appear in London 
at the sales. 

Mr. Byrnes. I was prompted to ask that question because of your 
contention on page 3, from which I got the impression, from para- 
graph D, that you thought there was too much of a concentration on 
one type of fur in this country. 

Mr. Scuoen. I do think so. 

Mr. Byrnes. I wondered if that was a result of restrictions that 
we had on imports. 

Mr. Scuoen. No, that is not a result of restrictions. That is the 
result of excellent work on the part of the fur farmers, that they are 
not entitled, to my mine, to have that work perpetuated by artificial 
restrictions put into place later against the interests of the rest of the 
trade. 

Mr. Byrnes. When you talk about the fur rancher, you are speak- 
ing about the mink breeder. Is that right? 

Mr. Scuoern. It is today primarily mink. 

Mr. Byrnes. That is what you are talking about? 

Mr. ScHoen. Yes. 

Mr. Byrnes. Is there anything we have done and Congress has 
done that has given them any undue protection or any protection at 
all? 

Mr. Scuoen. Up to date, I do not think anything, to speak about, 
except Russian and Chinese mink, which is shut out. 

Mr. Byrnes. That is different from a normal trade policy. 

Mr. Scnoen. That is different from a normal trade policy. 

Mr. Byrnes. So it is true that mink is on the free list, is it not? 

Mr. ScHoen. Yes, it is. 

Mr. Byrnes. It comes in duty free. 
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Mr. Scuoen. I hope it will remain that way. 

Mr. Byrnes. So there is no policy in this Congress or our trade 
policy that has given the mink rancher an undue advantage as against 
the rest of the fur producers. 

Mr. ScHoen. I am giving the mink ranchers full credit for what 
they did. 

Mr. Byrngs. I thought your contention was that the mink producer 
has an undue advantage over the rest of the fur trade. 

Mr. Scuoen. No, I am not saying that they have had an undue 
advantage, but I am down here to espouse this bill, which I hope will 
continue free trade in the fur trade. 

Mr. Byrnes. I wanted to get into the area that you are best 
acquainted with, namely, the matter of furs. That is why I am 
limiting my discussion not to the overall policy here. 

Mr. Scuorn. I am referring to the fur trade, that I hope the fur 
trade will remain free. 

Mr. Byrnes. If, as you grant, the mink people, the ranchers have 
done such a fine job of producing a market, which you since, I gather, 
contend has sort of prejudiced some of the other furs that are produced 
here, should they not have some kind of a protection against some- 
body else coming in and usurping and taking advantage of what 
they have done? 

Mr. Scuorn. I do not think that they are entitled to any more 
protection than their future good work would give them. 

Mr. Byrnes. But they are getting no protection at all today. 

Mr. Scuogn. Actually, they have not built up the total sales of 
furs in the country. In 1947, at retail, there were sold $500 million 
worth of furs; in 1956, 9 years later, only $275 million; and in 1957, 
approximately $325 million. So the actual sales of furs have not 
increased. It is only the percentage of the sales that are represented 
by minks. And the other sales have declined. 

Mr. Byrnes. They have increased the mink sales, haye they not? 

Mr. Scuorn. Yes, they have, definitely. 

Mr. Byrnes. Which, as far as the mink trade is concerned, world- 
wide, is to the advantage of the mink rancher, no matter where he is, 
is it not? 

Mr. Scuorn. I should say so, yes. 

Mr. Byrnes. Because certainly the rancher is getting the advantage 
of this. 

Mr. Scuorn. Yes, I should say they have all benefited from it up 
to date. 

Mr. Byrnes. Yet you do not think they should be protected. 

Mr. Scuoen. Only the other segments of the trade that have 
declined to an alarming extent. 

For instance, in St. Louis, where I was raised, when I entered the 
trade there were 50 prosperous firms there, dealing in American 
wild furs. Today there are three firms, and they are not prosperous. 
That will give you a very good picture of the rest of the trade, what 
has happened to it. 

Mr. Byrnes. In other words, you do admit that as far as the mink 
ranchers are concerned, they have done a splendid job of promoting 
and developing the sale of mink in the United States. 

Mr. Scuoren. My hat is off to them, yes. 

Mr. Byrnes. That is all. 

The CHarrMan. Mr. Schoen, we thank you again, sir, for coming 
to the committee. 
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Our next witness is Mr. John A. Wilkens. 


Mr. Wilkens, will you please identify yourself for the record by 
giving your name, address, and the capacity in which you appear. 


STATEMENT OF JOHN A. WILKENS, VICE PRESIDENT AND TREAS- 
URER, SWEENEY LITHOGRAPH C0., INC., BELLEVILLE, N. J. 


Mr. Witxens. Mr. Chairman, my name is John A. Wilkens. [| 
am vice president and treasurer of the Sweeney Lithograph Company 
of Belleville, N. J. By way of further identification, may I say I 
have spent about a half century in the printing industry and am a 
member of the Advertising Club of New York for 40 years, serving 
terms as director and treasurer. 

1 was chairman of the convention in Berlin of the Advertising 
Federation of America and chairman of the good will tour of Europe. 
{ have been a member of the International Economic Relations 
Committee of the National Association of Manufacturers. 

I am grateful for the opportunity to appear before the committee 
on behalf of the Trade Agreements Act extension bill now before you. 

My company has no particular direct interest in exports or imports 
as such. (say “as such’ because we have a very great interest in 
foreign trade as an essential element in our genera] economic activity. 

We cannot help but know that with $33 billion of merchandise 
moving in and out of our ports, with 4% million United States workers 
directly or indirectly engaged in producing, processing, or distributing 
imports or exports, and with upwards of 20 percent of the production 
of such industries as trucks and buses, aircraft, construction machinery, 
agriculture equipment, and so forth, going to export markets, the 
United States has a very great stake in foreign trade. 

It seems to me that 1958 is a crucial year for United States policy 
in this field, not only because the Trade Agreements Act expires this 
year and must be renewed if we are to continue this trade program of 
24 years standing, but more importantly, because of the new Soviet 
economic offensive directed at most of our traditional trading partners. 

Whereas in previous extensions of the reciprocal trade program our 
major concern has been the quite obvious economic self interest of the 
United States in expanded world trade; this year it has become more 
apparent that trade is a major gambit in the cold war and that unless 
we move forward in a resolute way to exercise our economic leadership, 
the kind of trading world we have striven for may well be in the 
greatest jeopardy. 

We know and have known for many years that a dynamic and 
growing United States economy demands expanding foreign trade. 
As the famous Paley Commission report showed, we are rapidly be- 
coming a “have-not”’ nation in many basic raw materials. Our rising 
standards of living cause us as consumers to demand ever wider 
varieties of manufactured goods at reasonable prices, many of which 
must be imported. Our large-scale production industries require 
constantly expanding markets to maintain and increase their efficiency 
and characteristic low unit cost. With a rapidly increasing popula- 
tion, presently over 171 million, every segment of industry has an 
obligation to expand its capacity to satisfy our growing needs. A 
growing economy cannot be a closed economy, closed to foreign compe- 
tition and closed off from foreign markets. 
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These are economic truisms, but it is surprising how many people 
seem to believe that we can restrict our imports to only what we 
“need” yet maintain our expanding economy, high employment, and 
expanding exports. Surely it should be obvious that to export we 
must import and that competitive imports are quite as important to 
the unceasing effort at greater efficiency and productivity which our 
system requires as are the mass markets at home and abroad that our 
low-cost industries need to realize their full potentialities. 

These are considerations which are so often overlooked in the debate 
on foreign trade that one wonders whether many of those who so 
ardently defend our system of competitive enterprise as the most 
fruitful in the world really mean what they say, or do the virtues of 
this system stop at the water’s edge. 

But, as I have suggested, I think there is very much more at stake 
this year than our own economic welfare and growth, important as 
that is. 1 think the kind of a world we hope and expect to live in is 
also at stake. 

Many of the nations of the world, both developed and under- 
developed, must export or die. For them high level foreign trade is 
not a mere 7 percent of their gross national product as in our case, 
and it measures not the difference between economic growth and 
relative stagnation as for us, but the difference between a tolerable 
existence and abject poverty. 

In many highly industrialized countries foreign trade comprises 
anywhere from 20 to 40 percent or more of their national product. 
Neither of these groups of countries, underdeveloped or highly 
developed, can afford to gamble with their foreign trade. 

[f this is true, then certainly the policy and the actions of the 
United States, as the world’s biggest market for exports and the 
world’s biggest source for imported goods, must have a profound 
effect, both psychological and practical, on these countries’ outlook. 

If, by refusing to extend this Trade Agreements Act in meaningful 
form, we should announce that we are no longer prepared to continue 
our settled policy and program of reciprocal reduction of trade barriers, 
that the point has been reached where we cannot permit any further 
expansion of the American market for imports, these countries must 
certainly then take a careful look at their alternatives. 

We know what these alternatives are. The Soviet is covering the 
world with trade missions, offering inducements of all kinds for pres- 
ently free nations to reorient their trade. We know and I think the 
other nations know the likely consequences of such reorientation, 
but the internal political and economic realities may give them no 
practical choice. 

Mr. Dulles has told the committee quite clearly the dangers to 
United States security inherent in the Soviet attempt at economic 
penetration. Without access to the sources of information available 
to Mr. Dulles it is, to me, simple logic that the United States cannot 
maintain its alliances and its friendships in the free world unless it 
actively cooperates with other nations in the economic and trade fields. 

Other countries of the world must have the kind of assurance, 
implicit in this Trade Agreements Act extension, that we shall con- 
tinue to regard their economic welfare as a matter of importance to 
us. They must be sure that we are prepared to back up our claims 
of the superiority of free economic institutions by practical applica- 
tion of the principles of those institutions. We must give them 
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assurance that there are opportunities for economic development and 
rising standards of living within a free system, and that we shall be 
believers in and leaders in that system’s extension. 

Finally, I should like to say a word about a concrete challenge 
which immediately confronts us, the direction in which the newly 
formed European Common Market will go. This is a matter of serious 
importance to us, whether that market will develop into a closed 
trading system through concentration on an attempt at regional 
self-sufficiency, or whether it will be relatively open to external] 
competition. 

With this Trade Act extension, and the 25 percent tariff-reduction 
authority which it proposes, in the hands of the President of the 
United States we shall be in a position to exert the greatest influence 
to keep the system open. 

Without the extension it seems to me quite clear that the European 
leaders must conclude that there will be no more reciprocal reduction 
of trade barriers as between the Common Market and the United 
States, and that they should, therefore, proceed on the basis that 
the United States does not consider increased trade with Europe as a 
matter of high importance. Under those circumstances, since the 
opportunities for European exports to the United States are not to be 
expanded, they must see that opportunities for United States exports 
to Europe are not expanded, lest they not be able to pay for them. 
I think we may be sure that if there are not opportunities for trade 
expansion it is most likely that trade will contract, simply because 
in a situation where industrial development and higher living stand- 
ards are sought leaders must discard directions which offer no real 
growth possibilities ‘ 

They must conclude that their best possibilities lie in the intensive 
development of a broad range of industries of their own and the 
promotion of their own internal trade. This would be, of course, at 
the expense of “inter-regional” specialization and mutual economic 
dependence with the United States. 

To me it would be tragic if such a decision were made, tragic from 
the standpoint of both the United States and Europe. The full 
benefits to Europe of the Common Market would not be realized and 
the potentialities for the United States of greater trade with Europe 
because of the greater development and higher living standards re- 
sulting from the single market, would be frustrated. ‘The conse- 
quences for our mutual ec onomic growth and our common security 
are so apparent that they need no recounting. 

May I then conclude by urging the committee to recommend 
favorably this bill H. R. 10368 without amendment. Our country 
cannot do without it. 

Thank you, Mr. Chairman. 

The CuarrMan. Mr. Wilkens, we thank you, sir, for coming to the 
committee and giving us the benefit of your viewpoint, based upon 
your experience. 

Are there any questions of Mr. Wilkens? 

If not, we thank you, sir. 

Mr. Wirxens. Thank you. 

The CHArrMAN. That completes the call of the calendar, and the 
committee adjourns until 10 a. m. tomorrow. 

(Thereupon, at 12:15 p. m., the committee adjourned, to reconvene 
at 10 a. m. Friday, March 14, 1958.) 
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FRIDAY, MARCH 14, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the Committee 
Room, New House Office Building, Hon, Wilbur D. Mills (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

This morning we received the following statement from the Hon- 
orable Vernon W. Thomson, Governor of Wisconsin, which we will 
insert in the record. 

(The material referred to is as follows:) 


STATEMENT BY THE HONORABLE VERNON W. THOMSON, GOVERNOR OF WISCONSIN 


As Governor of the State of Wisconsin, I wish to address you on a matter which 
is of singular importance to my State. I have reference to the Reciprocal Trade 
Agreements Act, on which you are presently holding hearings. 

The economy of the State of Wisconsin has long been allied with the wood 
products industry. Many years ago it was found that our Wisconsin birchwood 
made superior hardwood plywood and since that time the hardwood plywood 
industry and single veneer plants, which have the same problem, have been an 
integral part of my State’s economy. 

Besides several dozen veneer plants in 1951, there were 18 hardwood plywood 
plants in Wisconsin; in 1957 there were 12, one-third of the plywood plants have 
closed in the past 6 years; during that period plywood imports increased 1,200 
percent. In 1957 the surviving plants employed 10 percent less persons and 
worked 600,000 hours less than in 1955. I have been advised that the Wisconsin 
hardwood plywood plants in January 1958, operated at a rate 25 percent below 
the average 1,957 hours and roughly 40 percent below January 1957. In January, 
Northern Hardwood Veneers Co., at Butternut, Wis., closed down throwing 119 
workers out of employment in a community whose entire economy was dependent 
on this plant. The cut-back in production of the domestic hardwood plywood 
industry due to increase in imports was a primary cause for the closing of this 
plant, even though this may be temporary. For plants still operating, the heavily 
reduced hours and reduced number of employees per plant have had a cumulatively 
distressing effect and a more far-reaching effect than the loss of wages to the 
workers in a particular plant. Farmers have a heavy loss in sales of high priced 
veneer logs. Workers in the woods, log haulers, veneer producers and the pro- 
ducers and suppliers and trucking industries for other materials used in the 
manufacture of hardwood plywood are all adversely affected as are merchants, 
bankers, and the very important tax receipts for the State. A chain reaction is 
triggered which seriously affects the economy and the welfare loads of my State. 

I am advised by the Wisconsin hardwood plywood producers and the repre- 
sentatives of their workers, that the industry is being driven to the wall by the 
tremendous increase in low-priced plywood imports. Imports from Japan alone 
have increased 6,832 percent since 1951. Hardwood plywood consumption in the 
United States has almost doubled since 1951, but the domestic industry, including 
the Wisconsin plants, shipped less in 1957 than in 1951. Prices have steadily 
declined as the direct result of the low price of the imported plywoods. In 1957 
the domestic industry earned approximately 1 percent on sales before taxes. 
This ratio threatens the future of more of our plants, unless they gain some tariff 
relief, 
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The executive branch of the Federal Government has taken the position that 
quotas will not be granted on industrial products. Because of the low price of 
the plywood imports, an increase in duty will not remedy the situation and a 
quota is essential. The present Reciprocal Trade Agreements Act vests in the 
President the authority to reject or modify escape-clause findings of the Tariff 
Commission. The arbitrary position taken by the President forecloses relief for 
the hardwood plywood industry under the present Trade Agreements Act. A 
sound and healthy hardwood plywood industry is essential to the economic wel- 
fare of the people of my State. In view of these circumstances, I would like to 
request that your committee consider an amendment to the legislation proposed 
by the executive branch to provide a quota on hardwood plywood and a return to 
Congress of the authority over tariffs and trade which has been usurped by the 
executive branch. 

Mr. Chairman, members of the committee, I am constrained to make these 
suggestions only because of the needs of an industry in my State which is vital to 
the economic welfare of my State. The present economic condition in Wisconsin 
is due, in part, to the injury suffered by the hardwood plywood industry from 
imports. The restoration of the hardwood plywood industry to its former posi- 
tion as a healthy and profitable segment of our State’s economy and the economy 
of the United States will materially assist my State to improve its economy. 

The CuarrMan. Our first witness this morning is our colleague from 
Wisconsin, the Honorable Melvin R. Laird. 

Mr. Laird, will you tell us, for the record, what district in Wis- 
consin you represent? 


STATEMENTS OF MELVIN R. LAIRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN; M. C. McIVER, 
PRESIDENT, SPLICEDWOOD CORP., MELLEN, WIS.; AND C. D. 
WHEELER, MANAGER, HARDWOOD PLYWOOD DIVISION, GEORGIA 
PACIFIC CORP., SAVANNAH, GA. 


Mr. Larrp. Yes, Mr. Chairman. I am Melvin R. Laird, Repre- 
sentative of the 7th Congressional District in Wisconsin. 

Mr. Chairman, if I could have your permission, I would like to have 
Mr. Melver and Mr. Wheeler, who are testifying on the same subject, 
join with me in this testimony, if that is possible. 

The CuarrMan. It will be entirely all right with the Chair. 

Mr. Larrp. Mr. Chairman, at the outset I wish to express my ap- 
preciation for an opportunity to appear before your great committee 
in support of legislation providing relief from serious damage being 
sustained by workers and industries in my congressional district. 

Within my congressional district there are 12 hardwood plants. 
These hardwood plywood plants have suffered a great deal in the 
past few years. Hours of work have been substantially reduced. 
Two of the plants have had to close their doors. 

The Seventh Wisconsin District is made up of 10 counties located 
in the center of Wisconsin. The people of my congressional district 
feel that some changes in our trade policies are necessary in order to 

rotect American labor and industry against unfair competition from 
ow-wage-paying countries. 

It has always been my hope that in establishing the trade policies 
of our country some recognition could be given to the difference in 
wage rates which are being paid in other sections of the world. The 
people of my congressional district are anxious to encourage world 
trade with other countries, providing some recognition is given to the 
existing difference in standards of living and the standards of wage 
rates being used. 
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President William C. Hansen, president of Central State College in 
Stevens Point, Wis., which is located in my congressional district, has 
communicated with me as president of the second largest business or- 
ganization in my congressional district. The Stevens Point Chamber of 
Commerce has made a suggestion which I believe merits the considera- 
tion of your committee. 

President Hansen in his correspondence with me has made a clear 
and concise case in behalf of legislation which would encourage trade 
with other countries on a basis of a percentage of the wages paid for 
labor in such countries as compared to wages paid for labor in the 
United States. For instance, he suggests that if the American wage 
level at the present time is $1 per hour and a certain foreign country 
is paying 15 cents an hour, imports from that country to the United 
States should be limited to 15 percent of the American market, assum- 
ing the American wage rate used in this example remains constant. 

President Hansen further suggests that, should they pay the same 
wages as American labor enjoys, there should be no limit whatever 
on the imports from the country in question. 

I ask the consent of this committee to include in the record at this 
point a letter which the Stevens Point Chamber of Commerce ad- 
dressed to the chamber of commerce in the New Orleans area under 
date of January 3, 1958. 

The CHAtRMAN. Without objection, it will be included in the record. 

(The letter referred to follows:) 


STEVENS Point CHAMBER OF COMMERCE, 
Stevens Point, Wis., January 3, 1988. 
CHAMBER OF COMMERCE OF THE NEW ORLEANS ARBA, 
New Orleans 5, La. 


GENTLEMEN: Your letter of October 31, 1957, and the enclosed copy of a resolu- 
tion endorsing the Reciprocal Trade Agreement program was read and thoroughly 
discussed at a recent meeting of our board of directors. 

Although we are generally in accord with and support the World Trade program, 
we do oppose the administration’s recommendation to continue the Reciprocal 
Trade Act as written and any further reductions in tariffs. 

Our position is not one of arbitrary opposition to the program, but we do feel 
that some changes are necessary in order to protect American labor and industry 
against unfair competition from low wage-paying countries. Our board of directors 
takes the liberty of proposing a compromise arrangement which we feel would 
serve the double purpose of protecting our American labor and industry and 
ultimately encouraging world trade. 

We propose and favor legislation which would encourage trade with other coun- 
tries on a basis of a percentage of the wages paid for labor in such countries as com- 
pared to wages paid for labor in the United States. For instance, if the American 
wage level at the present time is $1 per hour and a certain foreign country is paying 
15 cents per hour, imports from that country to the United States should be 
limited to 15 percent of the American market. Should that foreign country sub- 
sequently increase their wages to 50 cents per hour, that country’s limit would be 
increased accordingly to 50 percent of the American market. Should they then 
pay the same wages as American labor enjoys, there would be no limit whatever 
on imports from that country. 

Restricting the imports to a percentage of labor wages paid, would automatically 
permit a foreign country to increase its prices considerably, since only a small 
percentage of the American market is received, and thereby enable such foreign 
country to pay a higher wage with greater profits earned on the higher prices 
received on the exports. The standard of living in such country could thus be 
raised considerably and the country’s population would take up an increased 
portion of the industry’s products and would result in an increase of markets for 
American products. 

It may seem at first blush to be a hopeless task to try to increase wages in 
foreign countries, but we need only to look at the example set in the United States. 
The wages paid at the present time are many times the wages paid in the United 
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States at the turn of the century. Only recently it was the consensus of many 
that it would be impossible to force a minimum wage of $1 per hour on certain 
sections of the country but such a minimum wage rate has been established and 
the results have been startling. The inhabitants of such sections of the country, 
due to their increased wages, have been absorbing more of the commodities 
manufactured in those sections and other sections of the country and this could 
well happen in foreign countries. The standard of living in the competing foreign 
countries is considerably lower than the standard of living in the United States 
and we do not feel that our industry and labor should be penalized because of that. 

We are taking the liberty of giving this letter a general circulation and would 
appreciate comments from other chambers and any interested parties. We 
honestly feel that our proposal would ultimately result in the betterment of all 
and is a proposal worthy of serious consideration. 

Sincerely, 
Wiuuram C. HANSEN, 
President, Stevens Point Chamber of Commerce. 


Mr. Larrp. In the seventh congressional district, dairying, wood- 
working, handicraft trades, including woolen goods, fishing flies, 
knitting, and mink farming have a serious stake in the decisions made 
by your committee. 

The Governor of Wisconsin, the Hon. Vernon W. Thomson, has 
addressed a very forthright letter to your committee in which he 
sets forth very effectively the problems facing the hardwood plywood 
industry in Wisconsin. I ask that the Governor’s statement be in- 
cluded at this point. 

The CuatrMan. That was included previously. 

Mr. Larrp. The Wisconsin Legislature memorialized this Congress 
to take action to protect the hardwood plywood plants and workers 
from the unfair competition caused by the importation of cheap-labor 
products from abroad. I ask to include at this point the resolution 
passed by the Wisconsin Legislature memorializing Congress. 

The Cuatrman. Without objection, that will also be included. 

(The resolution referred to follows :) 


STATE OF WISCONSIN 
[Jt. Res. No. 95, S.] 
No. —, 1957 


A JOINT RESOLUTION Relating to memorializing Congress to enact legislation restricting 
the importation of plywood 


Whereas, a large number of hardwood plywood plants have already been shut 
down, with others curtailing operations to the extent that hundreds of workers 
have lost their means of livelihood ; and 

Whereas, these plants comprise the backbone of the economy of many com- 
munities and towns; and 

Whereas, hardwood plywood imports are up 46.6 percent of United States 
markets in 1956; and 

Whereas, American industry cannot compete with imported hardwood ply- 
wood sold duty paid for less than the cost of production in the United States; 
and 

Whereas, a number of bills are now pending in the Congress of the United 
States relating to such restriction on imports as proyided in Congressman 
Laird’s bill H. R. 59389, Congressman O’Konski’s bill H. R. 5837, Senator Wiley’s 
joint Senate bill S. 1598, and other similar legislation: Now, therefore, be it 

Resolved by the senate (the assembly concurring), That the Wisconsin Legisla- 
ture memorializes the Congress of the United States to enact early legislation 
restricting the importation of hardwood plywood; and be it further 

Resolved, That a copy of this resolution be sent to the President of the 
United States, the Secretary of Commerce, the Tariff Commission, and to each 
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House of Congress, and each Wisconsin Member thereof, and to Congressman 
Jere Cooper, Chairman of the House Ways and Means Committee of Congress. 


Chief Clerk of the Senate. 


Mr. Larrv. Mr. M. C. McIver, president of Splicedwood Corp., Mel- 
len, Wis., is chairman of the Hardwood Plywood Manufacturers Com- 
mittee. He is appearing before your committee today to give specific 
examples of the hardships being worked on the hardwood plywood 
industry. 

I have introduced two bills which are pending before your com- 
mittee, H. R. 5939 to regulate the foreign commerce of the United 
States by establishing quantitative restrictions on the importation 
of hardwood plywood. and H. R. 9306 to regulate the foreign com- 
merce of the United States by establishing quantitative restrictions 
on the importation of mink pelts. 

I would like to discuss with you the necessity of establishing 
quantitative restrictions on the importation of hardwood plywood. 

Plywood plants in my congressional district are sick. everal 
plywood ila have been liquidated, but more of them have had long 
shutdowns and very short workweeks which have seriously cripple 
the economy. 

In several of the cities in my district, in Shawano, Wisconsin, two 
plywood plants provided the major source of employment for many 
years. This year only one plant is operating in Shawano. The other 
has been shut down and all machinery has been shipped out. It was 
just impossible to compete with Japanese imports. 

The domestic consumption of hardwood plywood in 1957 was 89 
percent higher than in 1951. Yet in 1957 the domestic industry sup- 
plied only 48 percent of domestic consumption while in 1951 it sup- 
plied 93 percent. Japan in 1951 was supplying 1 percent of the 
hardwood plywood used in the United States, but in 1957 had taken 
over 42 percent of the market. ‘The figures for 1958 will be even 
more startling. 

Hardwood plywood imports from Japan in 1951 amounted to 10 
million square feet and in 1957 to 686 million square feet, an increase 
of 6,860 percent. All this is being done at a wage rate of less than 
one-sixteenth of the hourly wage rate paid to the United States ply- 
wood workers in my congressional district. 

Mr. Chairman, this same story can be repeated when it comes to 
knitted goods and fishing equipment. These industries and workers 
in my congressional district need help from Congress now. Other- 
wise, many more plants will be forced to cut back on hours or com- 
pletely liquidate. 

Congress must reassert its authority in the field of trade legislation. 
The Tariff Commission was set up as an agency of the Congress. It 
is my recommendation to this committee that the Tariff Commission 
be given the responsibility for establishing quotas and tariff rates; 
that the recommendations of the Tariff Commission should not be 
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subject solely to Presidential review; and that Congress and the 
President be given the responsibility of overruling Tariff Commis- 
sion findings and recommendations which are not in the best interests 
of our Nation. 

Mr. Chairman, I would like to yield now to my friend from Wis- 
consin, Mr. Mclver, who is president of the Hardwood Plywood 
Manufacturers committee. 

The Cuatrman. Mr. Laird, before you do that, the chair observes 
that our colleague from Wisconsin, Mr. O’Konski, has just arrived 
inthe room. If it is agreeable with you, let the chair ask Mr. O’Konski 
if he desires to say anything at this point or later in the testimony. 


STATEMENT OF HON. ALVIN E. 0’KONSKI, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. O’Konsx1. Mr. Chairman, I just want to be over here to lend 
a helping hand to my constituent; not Mr. Laird’s constituent, al- 
though we have the same interest in this thing. I want to say that 
I back up the statements of Mr. McIver in every respect, and I know 
what I would say would be repetitious. So at this time I yield to him. 

The Cuarrman. Mr. McIver, will you please identify yourself for 
the record by giving your name, address, and the capacity in which 
you appear. 


STATEMENTS OF M. C. McIVER, PRESIDENT, SPLICEDWOOD CORP., 
MELLEN, WIS.; AND C. D. WHEELER, MANAGER, HARDWOOD 
PLYWOOD DIVISION, GEORGIA-PACIFIC CORP., SAVANNAH, 
GA.—Resumed 


Mr. McIver. Thank you. 

Mr. Chairman and members of the committee, my name is Marion C. 
McIver. I am the chairman of the Hardwood Plywood Manufacturers 
committee, a group of domestic hardwood plywood and veneer manu- 
facturers and their supplying industries, whose objective it is to obtain 
relief from the serious damage incurred by the ever-increasing imports 
of hardwood plywood. 

I am also president of the Splicedwood Corporation of Mellen, Wis. 
We manufacture hardwood plywood. 

Seated with me is Mr. Carl D. Wheeler, manager of the hardwood 
plywood division of the Georgia-Pacific Corporation at Savannah, 
Ga. My testimony is coordinated with that of Mr. Wheeler, who 
will immediately follow me. His comments are incorporated in this 
statement. 

As spokesman for the domestic hardwood plywood industry, we 
voice the industry’s opposition to H. R. 10368 as presented by the 
executive branch. Later we will present to you several specific recom- 
mendations on behalf of the domestic hardwood plywood industry for 
revision of H. R. 10368. 

The industry group which we represent has been adversely affected 
by the heavily increasing imports of cheap hardwood plywood. Be- 
cause the whole is comprised of a series of parts, I would like first to 
tell you of my plant situation. 
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The markets which we have lost have been the direct result of cheap 
hardwood plywood imports, not hardwood plywood substitutes, 

My plant is operating at only 35 percent of production capacity. 
Obviously, when you produce at less than capacity, your unit cost of 
production becomes higher. Imagine our plight—a continuous and 
rapid increase in cheap hardwood plywood imports forcing a steady 
decline in domestic production. The further we drop from production 
capacity the more impossible becomes our attempt to compete with 
low-priced imports. 

Relative to the adverse effect of these hardwood plywood imports 
on employment at our plant at Mellen, Wis., here’s our situation. We 
had in: 


Man-hours 
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We currently employ only 100 people. 

But, to speak of the industry picture generally, hardwood plywood 
consumption in the United States reached an all-time high in 1957. 
Approximately 1,630 million square feet of hardwood plywood was 
shipped. On the basis of the amount sold in the market, the domestic 
producers should be one of the Nation’s most prosperous groups, but 
such is not the case. 

The domestic industry’s profit on sales before taxes has declined 
steadily from 12.26 percent in 1950 to 5.75 percent in 1955, to 3.9 per- 
cent in 1956, and 2.4 percent in 1957, with a low of 0.90 percent in 
the fourth quarter, 1957. 

A survey by Seidman and Seidman, certified public accountants, 
of 25 identical hardwood plywood plants sonsead in 11 States and 
representing more than 25 percent of total domestic shipments and 
all classes of manufacturers, for the first half of 1957 compared with 
the first half of 1956, showed dollar sales down 12.5 percent, dollar 
value of material consumed down 10 percent; and payroll down 18 
percent. 

The BLS Wholesale Price Index—1947-49=100—for hardwood 
plywood has dropped from 110.8 in 1951 to 103.7 in 1957. This is 
further evidence that low-priced imports have forced the price of the 
domestically produced hardwood plywood downward. In contrast 
during this period the price index of all commodities other than food 
and agricultural has risen from 115.9 in 1951 to 125.6 in 1957. 

A survey covering 48 plants on man-hours worked and number of 
employees in 1955 and 1957 shows that in 1957 the number of employees 
was down 13 percent and the hours worked down 18 percent. The 
fourth quarter of 1957 showed a substantial decline from the preceding 
quarters, and the decline has continued in the first quarter of 1958. 

The domestic market hardwood plywood industry is comprised of 
151 plants located in 22 States. In 1957 the industry shinthonts 
umounted to less than 780 million square feet, surface measure, a decline 
of 12 percent from 1956—886 million square feet—and 16.5 percent 
from 1955—934 million square feet. In fact, shipments in 1957 were 
off 3 percent from 1951—805 million square feet. However, domestic 
consumption has climbed steadily from 869 million square feet in 
1951 to 1,630 million square feet in 1957. During this period hardwood 
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plywood imports have spiralled from 64 million square feet in 1951 to 
850 million square feet in 1957, an increase of 1,200 percent. 

Domestic consumption of hardwood plywood in 1957 was 89 percent 
higher than 1951. Yet in 1957 the domestic industry supplied only 48 
percent of domestic consumption while in 1951 it supplied 93 percent. 
Japan’s appropriation of the United States consumption skyrocketed 
from 1 percent in 1951 to 42 percent in 1957. Hardwood plywood im- 
ports from Japan in 1951 amounted to 10 million square feet, in 1957 
to 686 million square feet, an increase of 6,860 percent. 

The reason—solely price. 

The average sales price of the Japanese plywood exports to the 
United States in the last 7 years was $63.83 per 1,000 square feet, 
surface measure. This low sales price is directly attributable to the 
low wage scale of highly industrialized Japan which amounts to $4.17 
per 1,000 square feet, 14-inch basis. This compares to the domestic in- 
dustry average unit labor cost of $38.50 per 1,000 square feet, 14-inch 
basis. 

The result of this low price is the complete destruction of the normal 
market price structure within the domestic hardwood plywood indus- 
try. Producers will tell you that today they have no price lists, but to 
obtain orders they must price plywood to meet competition of the im- 
ported plywood, without regard to the production costs. 

Japan has long recognized that its plywood exports are seriously in- 
juring the American industry. As early as 1955 Japan announced a 
plywood export quota which was intentioned to alleviate the damage to 
the American hardwod plywood industry. This quota was 400 mil- 
lion square feet per annum. Japan ignored this quota in every sub- 
sequent year. In January, 1958, the Japanese External Trade 
Recovery Organization—Jetro—announced that Japan was cutting 
its plywood quota back 20 percent to relieve the hard-pressed American 
industry. 

Japan’s recognition that the American quota should be reduced was 
a clear admission that their plywood exports were damaging the 
American industry. 

The Japanese plywood industry has increased its capacity beyond 
reason. Plant capacity has increased over 400 percent since 1951, and 
is still increasing through installation of new equipment in old plants 
and erection of new plants. 

Japan has a capacity to produce 3.6 billion square feet of plywood in 
1958. This capacity was built with the purpose of exporting at least 
60 percent of the production to world markets. Japan’s domestic 
markets will not absorb more than 40 percent of the capacity, or 1.4 
billion square feet per year. Markets in other parts of the world will 
not take the plywood. So Japan unloads its surplus on the United 
States market. 

Even so, the Japanese plywood industry could not unload all of its 
surplus on the United States. 

In 1957 the Japanese plywood cartel limited production to 70 per- 
cent of capacity, or 2.6 billion square feet. This became necessary 
when the Japanese found that the United States and the world 
market would not absorb the tremendous quantities Japan was set up 
to produce. 
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The determined fight of the American hardwood plywood producers 
to obtain relief from this cancerous condition created by imports was 
a deterrent to Japan’s unloading in 1957 even larger quantities in the 
United States market. 

We are concerned with what will happen should Congress refuse to 
help our industry. 

The Japanese producers have the capacity to produce a billion 
square feet of hardwood plywood per year more than they produced in 
1957. They want to make it and to export it, preferably to the United 
States. 

Foreign countries have means of oe admission to unwanted 
low-priced imports, and they have evidenced no willingness to accept 
more Japanese plywood. 

If our request for relief is denied, the floodgates will be open and 
the deluge of cheap plywood from Japan will drown our industry and 
seriously injure other industries making building materials. 

The hardwood plywood manufacturers applied for escape clause 
relief in September 1954. On June 2, 1955, the Tariff Commission 
denied the industry relief. Shortly thereafter the State Department 
announced a trade agreement with Japan which was extremely favor- 
able to the Japanese. In their case, the domestic industry proved 
every element of damage set out in section 7 of the statute. The de- 
cision of the Tariff Commission cannot be explained. The timing of 
the application was unfortunate, as a finding in favor of the industry 
at the time the State Department wanted to announce the Japanese 
trade agreement could have been embarrassing to the State 
Department. 

Rightly or wrongly, the Japanese contend that the United States 
must take its surplus plywood because our foreign aid program en- 
couraged and financed their plywood plant capacity. The question 
naturally arises in our minds as to whether such a program in its 
encouragement to build up foreign capacity has committed itself to 
fight against restraints on dumping in the United States market. 

United States technical teams have been and now are operating in 
foreign countries to teach plywood manufacturers to make a panel 
which will meet the requirements for the United States market. Is the 
United States market being held out as an inducement to build up 
quality and production ? 

It is difficult for us as small American businessmen to understand 
the position of the President and the State Department on quotas. 
The Department of Commerce and the State Department have ob- 
tained fem Japan an agreement on an export quota for textiles. 
Then there is the quota on the imports of petroleum. In both cases 
the President and the State Department have determined that quotas 
were the best method to prevent injury to a domestic industry. Thus 
the principle that quantitative restrictions are needed to supplement 
duties is recognized. It would appear that if that principle is recog- 
nized in one case that it should be considered in another. However, 
the President has publicly stated on numerous occasions that he will 
not approve quotas on industrial products. 

As small American businessmen who operate plants which are either 
the principal or one of the principal sources of livelihood for their 
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communities, we find it impossible to believe the Administration’s often 
repeated statements that injury to domestic industry will not be per- 
mitted under the operation of the Trade Agreements Act. 

The hardwood plywood industry, a seriously injured industry, is 
being offered as a sacrifice, principally to Japan, on this idealistic altar 
of international trade. 

What is an American small-business man to believe ? 

For myself and my industry I can only say it is high time that Con- 
gress reasserts itself and unscrambles the muddled mess of the trade 
agreements program. 

Mr. Chairman, now I would like to ask Mr. Wheeler to present the 
facts as they relate to his company, the Hardwood Plywood Division 
of the Georgia-Pacific Corporation and the industry’s recommenda- 
tions as to a solution of this pressing problem. 

The CHarrman. Mr. Wheeler, will you identify yourself for the 
record by giving us your name, address, and the capacity in which 
you appear. 

Mr. Wueeter. Mr. Chairman, I am Carl Wheeler, manager of the 
hardwood plywood division of the Georgia-Pacific Corp., located at 
Savannah, Ga. I speak for the southern producers of hardwood 
plywood. 

Currently our plant is operating at 55 percent of production ca- 
pacity. To my knowledge, the plant now is at an all-time low level 
of production in relation to capacity. This, gentlemen, is at a period 
of all-time high domestic consumption of bpdorea plywood, the 
product we make. 

Our low level of operation is due solely to the vast imports of cheap 
foreign hardwood plywood. Our customers, or perhaps I should say 
our former customers, are buying imported hardwood plywood which 
is so cheaply priced that we cannot compete. 

I wish to emphasize that plywood imports are the only problem and 
not any of the so-called substitutes for plywood. 

There is not now, nor has there ever been, a single end-use for 
hardwood plywood for which our company or the many other com- 
panies within the industry could not supply the demand. There has 
always been a tremendous unused capacity in our domestic industry. 

Permit me to review briefly the effect hardwood plywood imports 
have had on the employment at our company. 

1955—825,016 man-hours worked; our average number employees—330. 

1956—810,625 man-hours worked; our average number employees—360. 

1957—595,327 man-hours worked; our average number employees—340. 

We have adopted a procedure in our plant of maintaining a rela- 
tively full working crew, but running a short workweek, whereas 
many others in the industry have been forced by local conditions of 
one sort or another to seriously reduce their crews and run a much 
less productive full 5-day week. In any event, the total man-hours 
worked for each year is the most significant figure, and the reduction 
of 28 percent in man-hours worked when you compare 1955 and 1957 
is a very accurate indicator of the damaging effect the imports have 
had upon our business. 

There is no statistical way to represent the continuing problem that 
we have in the attrition on our markets caused by the imports. We 
are constantly losing markets that we have been serving for years, 
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and are having to, insofar as possible, develop new markets to replace 
this volume. It is a long and slow process and very frustrating as 
well as being very damaging to manufacturing profits. 

We can and will produce hardwood plywood for any acceptable 
purpose, and this includes the total doorskin requirements of the 
domestic market. 

The door panel has been called a new end-use of hardwood plywood 
for which it has been falsely claimed that the domestic plywood in- 
dustry could not supply the requirements. 

Newend use. Let’s dispose of that first. 

The United States Department of Commerce, in its Trade Promo- 
tion Series Bulletin, No. 210, “American Hardwood Plywood”, pub- 
lished in 1940, states, on page 53: 

The trend of modern architecture toward flat surfaces has created a vogue for 
flush doors. These have been produced with many types of centers, most of 
which rely on hardwood plywood exteriors for their beauty, stability, and 
durability. 

As to the industry’s capability to meet the demand, I categorically 
state that the industry welcomes with open arms and empty pocket- 
books all door panel business and any other hardwood plywood 
business. 

Our plant in Savannah and numerous other plants formerly made 
large — of door panels, and I know whe our plant and the 
others lost this business—price. 

Our cost was greater than the delivered price of the Japanese door 
panels. So, when asked to meet the Japanese price, we had to say we 
could not take the orders. 

That is the true story of why the American industry lost the door 
panel business. 

Let me lay at rest once and for all another unfounded contention, 
the statement that imported plywoods have made housing for veterans 
and the average American cost less. 

This is just not the truth. There are on the average 10 to 12 doors 
in the conventional-type small home. The difference in the sale price 
of a door made of Japanese plywood and that made with American 
ply wood is $1.50 or thereabouts. This makes a difference of about $18 
a house. 

Even if you extend the use of imported hardwood plywood to 
kitchen cabinets and decorative wall panels as used in this type of 
home, the difference would be about $50. 

Houses are built to be sold in definite price ranges; small differences 
in building cost will not affect the price of the homes. The average 
house costs about $10,000, and the difference would then represent 
one two-hundredth of 1 percent of the cost of the house. 

It is frequently contended by free traders that our high wage rates 
are the result of our high productivity and that we can therefore pro- 
duce more cheaply than anyone else. 

That is not true in the plywood industry. The Japanese plywood 
plants are the most modern in the world, and, with their profits from 
the exports to the United States, they continue to improve in pro- 
ductivity and in the reduction of costs. 

The measure used by us is the unit cost, which, in the domestic 
hardwood plywood industry, is 1,000 square feet. The latest figure 
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available on Japanese plywood labor costs is $4.17 per 1,000 square 
feet for 14-inch-thickness panels. In our industry the average labor 
cost for 1,000 square feet 14-inch hardwood plywood is $38.50. The 
unit difference in cost is 1 to 9. 

Thus, the contention of the free traders is definitely not applicable 
to the hardwood plywood import problem. 

The only remedy to correct the injury to the domestic hardwood 
plywood industry is an import quota. Why? 

The answer is supplied by elementary mathematics. There are 
36 countries exporting hardwod plywood to the United States. The 
average sales price to the United States of Japanese plywood during 
the past 7 years was $63.83 per 1,000 square feet, surface measure. 
The average for the 35 other countries during this period was $115.09. 

Although we hold no brief for the hardwood plywood industry of 
any foreign country, it is at least noteworthy to review the adverse 
effects, not only on the United States industry but on hardwood ply- 
wood industries of many other countries, of the cheap sales price of 
hardwood plywood from low-wage-rate and highly industrialized 
Japan. 

tinited States hardwood plywood imports from Japan in 1957 were 
30 percent more than in 1956 and 60 percent greater than 1955. How- 
ever, imports from countries other than Japan in 1957 were 6 percent 
less than in 1956 and 16 percent below 1955. The percentage loss of 
the United States market by Canada, our good neighbor and strong 
ally, is even more substantial. No country can compete with the sales 
price of Japanese plywood. 

The sales price of Japanese plywood is so low that, even with an in- 
crease in the duty rate to 100 percent, Japanese plywood would remain 
competitive in the United tSates market. But such an increase or 
any substantial increase in duty would virtually eliminate all coun- 
tries other than Japan from participating in the United States 
market. 

The limitations on the increase in duties under the escape clause 
provision of the Trade Agreements Act of 1951, as amended, does not 
permit a duty rate increase sufficient to provide a competitive position 
for the domestic industry in the United States market. 

There is one remedy and only one remedy—an import quota. 

We need the help of Congress now. Otherwise, many more plants 
in our injured industry will be forced to close. 

So long as the control of the escape clause is in the hands of the 
President there can be no relief for an affected American industry 
whose survival is dependent upon import quotas. We only repeat 
what the President has often stated, that he opposes import quotas on 
industrial products. 

The Tariff Commission is Congress’ agency on our tariff matters. 
Congress should reassert its authority relative to the findings and 
recommendations of the Tariff Commission. Therefore, we respect- 
fully recommend amendments to H. R. 10368: 

1. To provide for an absolute import quota on hardwood plywood 
and to provide procedures for quota relief of the many other similarly 
affected American industries. 

2. To provide that the Tariff Commission findings and recommenda- 
tions be final unless overruled by the Congress. If the President feels 
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that the recommendations of the Tariff Commission would affect our 
national defense, then the President could so advise Congress and re- 
quest that Congress reject the Tariff Commission’s recommendations. 
We are confident that should a case arise where our national defense 
was really an issue that Congres would promptly reject the Commis- 
sion’s recommendations. 

During the final preparation of this statement, Congressman Dorn 
of South Carolina introduced H. R. 11250 which embodies a compre- 
hensive change in the Trade Agreements Act. 

After a quick study of the bill, our counsel advises us that the bill 
has merit and would’ provide remedies for many of the inequities re- 
sulting from the administration of the Trade Agreements Act. The 
bill w ould, we believe, provide a means for the hardwood lywood 
industry and other affected American industries to obtain relief from 
the unfair competition of imports. The provisions of H. R. 11250, in 
our opinion, warrant the careful study of your committee. 

Mr. Chairman, members of the committee, both Mr. McIver and my- 
self wish to express, on behalf of our industry, our appreciation for the 
opportunity accorded us to make our industry’s views known to this 
committee. 

The Cuamman. We thank you, gentlemen, for coming to the com- 
mittee and giving us the benefit of your views on this matter. Mr. 
Reed. 

Mr. Reep. Congressmen Laird and O’Konski, Mr. McIver and Mr. 
Wheeler, I want to congratulate all of you, and I want to thank you 
for your presentation of this subject, which is a very tender spot with 
me. 

Jamestown, N. Y., is my largest city. It is a furniture center, of 
manufacturing, and they are terrifically hit by this plywood importa- 
tion from Japan. 

I think you have made a very fine case here. I appreciate it very 
much, because it is right along the lines that I fight for, and I am 
against these trade agreements ‘and always have been. They are ruin- 
ing this country. We hear a good deal today about tax reduction. 
What good is it going to be trying to relieve the country with a little 
tax reduction with these imports closing our factories. It just does not 
make sense. Wemight as well begin to realize it. 

Unless we take care of this situation and take care of our industries, 
the tax reduction is not going to be worth anything in giving em- 
ployment. 

I thank you, gentlemen. 

Mr. McIver. Thank you. 

The CuatrMan. Are there any further questions? 

Mr. Byrnes will inquire. 

Mr. Byrnes. I would like to congratulate the witnesses also on pre- 
senting this case and this problem that the plywood industry faces, 
in a very impressive manner. 

One thing that I think there is sometimes a misconception about is 
the size of the individual plants which are engaged in the manufacture 
of plywood, and I wonder, Mr. McIver, if you could give the commit- 
tee a little information as to wnat the average size and the average 
employment is in these plants. and of the type of communities in which 
they are located. 
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Mr. McIver. Congressman Byrnes, it varies from possibly, under 
normal conditions, 100 to a possible 150 or 160 employees upwards to a 
maximum of probably, in our State, 1,200 people, like in the instance of 
the Roddis Company at Marshfield. And in many instances it is the 
sole industry in a community such as in Mellen, Butternut, Gillett, 
Shawano, and Wisconsin. However, that is allied with dairy activity. 

New London is principally woodworking; Oconto, and so on 
throughout our State. 

We are in many communities solely dependent upon plywood or 
veneer for the income of the community, and then, of course, allied 
with it is the farmer and his wood lot, and the logger and his timber 
resources. And the product that we take is only a small portion of 
the product that is harvested from the forest. 

Lumber is secondary to the production of veneer logs as are railroad 
ties, pulpwood, and so forth. 

Mr. Byrnes. Thank you very much. 

In other words, the industry that we are talking about is broken 
down into small plants, little individual plants in small communities 
that are pretty much dependent upon those particular plants for their 
industrial activity ? 

Mr. McIver. Disailasiiesis: probably small in the sense of you 
gentlemen, but extremely large in the sense of the community. 

Mr. Byrnes. In the sense of the community, an impact on the 
community. 

Mr. McIver. Very much. 

Mr. Byrnes. As we talk generally in terms of small business, this 
isan industry that really has its heart in small business. 

Mr. McIver. That is correct. 

Mr. Byrnes. The argument is often made here that any of these 
industries that are hurt by imports can always change their opera- 
tions and move into some other field. 

Let me just present that question to you people in the plywood 
industry, as to whether there is any potential at all of changing a 
hardwood plywood plant into some other kind of activity. 

Mr. McIver. You mean we are Ms teppei to something else. 

Mr. Byrnes. Whether you have the capacity within yourself to 
change your operations. 

My inpression that I have always gained from up there is that a 
plywood plant is a plywood plant and that is all it could make. 

Mr. McIver. Yes, that is correct. We make a product that is 
used for some further application, probably furniture, wall paneling 
or something of that nature. But in our competition to our product 
for its present uses, such as we bring out, is the product produced by 
Japan, which the same product we make, we now find that a trade 
center is being opened by the Japanese in Chicago, and they are even 
bringing in very expansive displays of furniture, which is the end- 
use of our product. 

So it is just a matter of their following us as fast as we can step 
into new products. 

I would like to have Mr. Wheeler answer that also. 

Mr. Wueeter. Congressman Byrnes, I think it is axiomatic that 
the average American manufacturer has a certain amount of ingenuity 
within specific limits. In our industry we have been forced by this 
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problem to diversify greatly in the end-use of our product, in that we 
are now substantial manufacturers of prefinished wall paneling, 
whereas before it was unfinished. , 

But the pathetic thing for us to see is, after exhausting our supply 
of capital and ingenuity and research, that, with respect to ond 
markets which we created by this, the importers immediately inform 
the Japanese of these markets and they are immediately taken again 
by products below our cost of production. 

Mr. Byrnes. In other words, the Japanese can convert just as 
fast as you can, and do convert just as fast. 

Mr. Wueeter. Yes, they do. 

In Savannah our plant is a very modest part of a large and suc- 
cessful American concern. We have our choice of two things in 
Savannah, Ga.—maintaining the jobs for our 400 people and their 
families and our thousand-or-so dependent loggers who are going 
out of business, or taking our machinery, sending it to an area where 
you have low-cost labor, like Colombia, South America, Guatemala, 
Panama and Brazil, making plywood there and becoming importers 
ourselves. 

So, in effect, what we are talking about here are the jobs of our 
people, and they are very seriously in danger. 

Mr. Byrnes. The point is made in your statement, Mr. McIver, 
that the Japanese capacity is not only in excess of its own needs but 
also in excess of what they have been able to even ship into here and 
sell in spite of the big increase in their imports, and you make the 
point that other countries, who might otherwise furnish markets, are 
taking affirmative action to place some restrictions on this low-cost 
plywood. I wonder if you could develop that. 

Mr. McIver. That is quite clearly pointed out, Congressman, in 
the authority of the American Tariff League’s publication of Febru- 
ary 1958. They specifically state that there are 62 countries that 
require import licenses, and there are 8 countries with import quotas. 

In the instance of Australia, which is a very interesting instance, in 
1951 and 1952 the Australian Government permitted entry of ply- 
wood without duty, and, as a result, many millions of square feet 
came in from Japan, and the quantity was so large that in 1953 the 
domestic industry production was off 40 million square feet. 

In 1953 they put strict controls on plywood imports with the result 
that plywood imports were reduced to just a few hundred thousand 
square feet. So they placed embargoes on it. 

Mr. Byrnes. In other words, the other countries in the free world, 
that also might be expected to assist in any plight that Japan might 
have by way of needing export markets, when it starts affecting them 
in their industry adversely, can and do take affimative action to re- 
strict the importation. 

Mr. Wueeter. That is correct, Congressman, and we do not say 
that the Japanese should be cut off or that the world producers of 
hardwood lrecsial should be cut off. We just think an appropriate 
quota should be established. We are willing to let them live. We 
do not suggest a complete embargo. I might, but our industry does 
not. 

Mr. Byrnes. I was impressed with your statement with respect to 
the quota and the reason why the quotas would not work in your 
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reference to the fact that if duties were used and you raised the duty 
to a point which would put the American producer in a competitive 
position with the Japanese imports, then that would just be the same 
as freezing out completely any imports of plywood from the tradi- 
tional sources of plywood imports. That would just cancel it. 

Mr. Wueeter. That is correct. 

Canada, by the way—and we pointed it out—is very seriously hurt, 
very seriously. ‘They are good competition. 

Mr. Byrnes. Japan is not just creating a problem as far as our 
domestic producers are concerned, but also some of the producers of 
our friendly neighbors who used to rely on at least some part of the 
American market for their product ? 

Mr. Wueeter. That is correct. 

Mr. Byrnes. Thank you. 

The Cuatrrman. Are there any further questions? 

Mr. Simpson will inquire, gentlemen. 

Mr. Srupson. I have learned from your paper that our Government 
does believe in quotas for plywood if they are imposed by the Japanese, 
but not if the Congress would impose a quota. Is that correct ? 

Mr. McIver. You are referring, sir, to the voluntary quota? 

Mr. Srmpson. Yes. Do we not encourage the foreign countries to 
impose export quotas in connection with textiles and plywood? Is 
that not one of the points you make here? 

Mr. McIver. There has been a voluntary quota arranged with the 
textiles which I understand has not been satisfactory. 

Mr. Stupson. However, our Government is favoring that method, 
is it not? 

Mr. McIver. Yes; in the instance of petroleum and in the instance 
of textiles. 

Mr. Sreson. If it is imposed by the foreign country it is approved. 
Is that correct? We believe in quotas if the Japanese impose them on 
their own exports, but we will not impose them ourselves. 

Mr. McIver. That is correct. 

Mr. Srwpson. What that adds up to is the foreign country is re- 
spected in its judgment, in its efforts to protect our market, but we 
frown upon Congress trying to protect our own market. 

Mr. McIver. That isthe Administration viewpoint as we interpret it. 

Mr. Stmpson. You are trying to get us to impose a protective quota 
for your industry. 

Mr. McIver. A reasonable protective quota. 

Mr. Simpson. Yes; and do it legislatively. 

Mr. McIver. Yes, sir. 

Mr. Stmpson. So there will be some certainty to it? 

Mr. McIver. That is correct. 

Mr. Suwpson. Do you recognize a certainty if the foreign country 
imposes a voluntary quota? Is there any certainty ? 

Mr. McIver. No. We question the integrity of it. We don’t think 
it works. 

Mr. Sopson. If we were to pass the extension here as requested for 
5 years without some specific safeguards or, certainly, a broadening 
of the bill to give adequate relief in your industry, what would the 
presumption be ? 

Mr. McIver. We would not be at all in favor of an extension. 
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Mr. Simpson. Would it be that Congress did not intend to protect 
the industry if we fail to do so now # 

Mr. Mclver. We expect Congress to protect us. 

Mr. Srupson. That is right, and if Congress fails to do it after you 
have given all this notice, do you not think it would be pretty fair to 
assume that we do not intend to protect you? 

Mr. McIver. We would assume that we are expendable. 

Mr. Simpson. That would be even more serious than your present 
predicament, I think. In other words, it is up to Congress to act now. 

Mr. Mclver. That is correct. 

Mr. Stmpson. I was pleased with the fact you developed, with Mr. 
Byrnes, of the effect on the balance of the world of our deilore to con- 
tinue a part of the import market we have here to other friendly 
nations, noting that it is practically all going to one country, and I sug- 
gest, as he did, that that fails to maintain a policy of good relationship 
with these other countries of the world, 

Thank you very much. 

The CuarrMan. Are there any further questions ? 

Mr. Boges. Mr. Chairman, I have just one question. 

The Cuarrman. Mr. Boggs. 

Mr. Boees. When did you go before the Tariff Commission for es- 
cape clause relief ? 

Mr. McIver. In 1954, I believe, sir. 

Mr. Boaes. Was it not in 1955? 

Mr. Wueeter. We appeared in the fall of 1954, as I recall it. 

Mr. Bocas. What happened there ? 

Mr. Wueeter. We were denied relief. 

Mr. Bocas. What was the decision? Wasita apt decision ? 

Mr. Wueeter. May I question counsel on that ¢ 

The decision was unanimous in denial of relief. 

Mr. Boces. Have you been back since then ? 

Mr. Wueeter. No, we have not. 

Mr. Bocas. Have you filed any application before ODM under sec- 
tion 7? 

Mr. Wueeter. No, we have not. 

Mr. Boaes. You are familiar with that section, are you not? 

Mr. Wueerter. I believe that our industry counsel is completely 
familiar with it. 

Mr. Boces. You want us now to direct the Tariff Commission to 
change its mind ? 

Mr. McIver. Sir, we do not feel that you could direct the Tariff 
Commission to change its mind. 

Mr. Boces. You are familiar with the fact that the Tariff Commis- 
sion has acted affirmatively in many instances, are you not? 

Mr. McIver. I don’t think, if the Commission acted favorably, that 
the President would approve it. 

Mr. Boces. Why ? 

Mr. McIver. If my memory serves me correctly in the instance of 
our hearing, the denial of our relief was tied to a business recession of 
a prior year and not to the fact that it was related to imports. In the 
judgment of our industry, we won the case hands down. It was, in 
our judgment and in my opinion, political pressure. 
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Mr. Boces. Are you saying that the President would not make a 
fair determination if the Tariff Commission found in your favor ? 

Mr. McIver. I don’t think he would make it in favor of any in- 
dustry. And heso stated that. 

Mr. Boees. He has made some very recently. 

Mr. McIver. Not conspicuously, sir. 

Mr. Bocas. Of course, I do not want to get into a controversy 
about the President. I did not vote for him. 

Do you feel that there is a recession existing now ? 

Mr. McIver. Yes, I understand there is a recession. However, 
there is not a recession in the consumption of our product. The 
hardwood plywood level is at an all-time high in consumption, as 
evidenced by our testimony. 

Mr. Boces. You are not being affected by the recession ¢ 

Mr. McIver. Yes, we are affected by imports, sir. 

Mr. Boces. However, the business recession is not affecting you 
at all? 

Mr. McIver. Oh, very severely. 

Mr. Boaes. I do not quite understand. You said a moment ago 
that it was not affecting you. 

Mr. McIver. It is due to imports and not to the business recession. 
If imports were curtailed we would be enjoying prosperity. 

Mr. Boges. You are having a recession because of imports but not 
because of the recession ? 

Mr. McIver. That is correct. Thank you for phrasing it for me. 

Mr. Boces. Are not housing starts down? Were they not down 
last year by 200,000 or 300,000 ? 

Mr. Mclver. Yes, they were, sir. 

Mr. Boggs. Is not plywood used in housing ¢ 

Mr. McIver. Yes, to some extent hardwood plywood is. 

Mr. Boces. What do you mean to some extent? What is used in 
the main ? . 

Mr. McIver. I would presume fir plywood is used more generally 
in the small homes than is hardwood plywood, but hardwood is used 
for doors and, to some extent, for interior wall paneling, decoratively. 

Mr. Boggs. Is not plywood one of the things that go into a house? 

Mr. McIver. Very definitely. 

Mr. Boaes. That is one of the principal markets for plywood of 
all types. 

Mr. McIver. That is correct. 

Mr. Boges. If housing starts have dropped 200 or 300,000, does 
that not affect the consumption of plywood both domestic and 
foreign ? 

Mr. McIver. Yes, but, in spite of all that, our consumption has 
been at an all-time high. We have constantly increased the con- 
sumption of hardwood plywood, and our industry has declined in 
production while consumption nationally has more than doubled 
over domestic production. 

Mr. Boces. That must mean that you are taking some other mar- 
kets then. Does it not? 

Mr. McIver. I don’t think so, sir. We have increased the use 
of hardwood plywood. 
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Mr. Bocas. If you increase the use of it, then some other use has 
declined, has it not ? 

Mr. Mclver. I don’t know if that would follow, but it might. 

Mr. Bocas. Well, if you make a door out of plywood that you 
formerly made out of just plain lumber, then you would increase the 
use for plywood and you would decrease the use of plain lumber 
or whatever it may have been previously? Is that not a fair 
assumption ? 

Mr. McIver. That is right. 

Mr. Wueeter. Provided the market remains constant, that is a 
fair assumption. 

Mr. Boaas. In this case the market went down. 

Mr. Wueeter. The housing market is only one of the end uses of 
our product. 

Mr. Bocas. How much is that? What percentage is the housing 
market ? 

Mr. Wuee ter. I believe that the market surveys we have made 
show that the housing market directly where the product is used for 
wall surfaces and cabinets 

Mr. Bocas. I mean in all of the house—furniture, doors, flooring, 
roofing, paneling, and so forth. 

Mr. WHEELER. It is the major end use of our product and would 
undoubtedly take more than half the total sales of the product. 
Ilowever, in the case of mobile homes, which is one of the largest 
users of our product, we have seen the production of mobile homes 
increase at a very substantial rate. I believe the production, in 
terms of units, last year was at an all-time high of approximately 
131,000 units, which was an increase of some 20,000 to 25,000 units 
from the previous year. 

Mr. Bocas. Did the imports have anything to do with the price 
to the builder using plywood? Did your prices remain constant or 
did they come down as a result of imports ? 

Mr. Wueeter. The Bureau of Census statistics show that the hard- 
wood plywood price index level has decreased from approximately 
110 to 103 between the base period and now. 

The distribution of our product is through wholesale distributors, 
lumber dealers, to contractors and builders, and I believe I pointed 
out in my section of our paper that the average selling price, which 
is a direct reflection of the cost of the average home, where our product 
has been used, has been affected about one two-hundredth of 1 percent. 

Mr. Boaes. I did not quite understand the answer. You said that 
there had been a decline using as a basis what year? 

Mr. McIver. 1947-49. 

Mr. Wuerter. On page 3 of our statement, in the third paragraph, 
there is the following: 





The BLS wholesale price index—1947-49=100 for hardwood plywood hag 
dropped from 110.8 in 1951 to 103.7 in 1957. This is further evidence that low- 
priced imports have forced the price of the domestically produced hardwood 
plywood downward. In contrast during this period the price index on all 
commodities other than food and agricultural has risen from 115.9 in 1951 to 


125.6 in 1957. 
Mr. Boces. Have any other building materials had a similar decline ? 
Mr. Wureter. I can’t answer your question statistically, but I would 
seriously doubt if they have. 
24093—58—pt. 2——-32 
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We find that one of the most damaging and hidden effects that our 
imports have had on us has been to place us in tie position of having 
to reduce our selling prices to maintain our markets while all our 
other costs have increased. 

The Government has put into effect the minimum wage law, which 
had a very serious effect on profits of the southern hardwood plywood 
industry, and in a period when our costs of every nature are increasing 
our selling prices have decreased. 

Mr. Boces. What is your principal competition ? 

I am not talking about in plywoods. I am talking about in other 
kinds of wood. What do plywoods compete with ? 

Mr. McIver. Do you mean other lumber products, sir ? 

Mr. Boees. Exactly. 

Mr. McIver. I think they are an adjunct. If you mean lumber, 
I think plywood and lumber sort of parallel each other. One comple- 
ments the other. The lumber products are used for trim, and they 
serve their useful purpose, and plywood complements it, or vice versa. 

Competition could “ plaster. If you mean dry-wall construction 
versus wet-wall construction, that would be a point. If you mean fir 

lywood, it is used for sheathing, or roof decking, or floors versus 
umber, that is, not our product. Our product is hardwood plywood. 
I would say, in lumber, they complement each other. 

Mr. Boeas. Is there an interchange between the industries? I 
notice in the list of some of these plants that we had here a couple 
of years ago, that some of them, which had allegedly closed, con- 
solidated with lumber companies and other groups. Does the plywood 
industry stand alone, or is it closely associated with the lumber 
industry ? 

Mr. McIver. I think it is closely associated. One is sort of depend- 
ent on the other. Plywood is used for flooring, for example. I think 
probably in your area, you have strip hardwood flooring, and_you 
also have the parquet type of square laminated block flooring. They 
each serve their purpose. 

Mr. Boaes. Do you have any export market at all? 

Mr. McIver. We did prior to 1950. 

Mr. Boces. How much was it then? What percentage ? 

Mr. McIver. Of course, during the war it was very substantial. We 
contributed heavily to the war effort in the Mosquito bomber of the 
British. We supplied the British with their propeller material. And, 
of course, in the boat program we were tremendous. In fact, we 
thought we did a substantial part toward winning the war. 

Mr. Boces. You certainly did. I agree with you. You made a very 
fine contribution. 

That is all, Mr. Chairman. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. I want to ask Mr. Wheeler a question or two. 

Your testimony was from the standpoint of the interest in the 
Southern States in plywood and the predicament the plywood factories 
there are in at present, was it ? 

Mr. Wueeter. Yes, sir. 

Mr. Mason. How many Southern States are interested or have ply- 
wood industries in them ? 





RENEWAL OF TRADE AGREEMENTS ACT 1983 


Mr. Wueeter. There is a plywood industry in Texas, Louisiana, 
Mississippi, Arkansas, Tennessee, Alabama, Florida, Georgia, North 
and South Carolina, and Virginia. 

Mr. Mason. In most of the Southern States there are plywood 
industries ? 

Mr. Wueeter. Yes, sir. 

Mr. Mason. And they are all affected by these imports? 

Mr. Wueeter. Yes, sir; they are. There is a supplying industry to 
our industry, which we call the single-ply or veneer industry, which 
is a very substantial industry in the South, and is also similarly 
affected. 

Mr. Mason. And is Louisiana affected, too ? 

Mr. Wueeter. Yes, it is. 

Mr. Mason. Mr. Wheeler, you referred to the Dorn substitute for 
the Reciprocal Trade Agreements Act, and you said that you had gone 
through it and you decided that there was a lot of merit in it, did 
you not ? 

Mr. Wueeter. Yes, sir. The statement I made was that our counsel 
advises us that the bill has merit and would provide remedies for 
many of the inequities resulting from the administration of the present 
Trade Agreements Act. I personally have not studied the bill, but 
our counsel has. 

Mr. Mason. I have gone through that bill and, in my opinion, 
that bill would carry out 100 percent the objectives of the Reciprocal 
Trade Agreements Act when it was adopted, and it would do away 
with many of the imperfections that have happened during the last 
24 years in the administration of that act. So I feel that all those who 
believe in reciprocal trade and having it made into a two-way street 
and not a one-way street should support the Dorn substitute, and I 
am about ready to do that, although I have opposed the reciprocal 
trade agreement from its inception because of the maladministration 
of it. 

Then the question was asked: “Why don’t you go before the Tariff 
Commission with your case again?” And the answer was you did 
not expect, even if they did agree that you had been injured, that 
you would get relief, because probably the President would not ap- 
prove of any relief. 

The fact of the matter is that your opinion is right. In unanimous 
agreement on the part of the 6 members of the Tariff Commission, 
of 9 unanimous opinions 7 were rejected by the President and only 2 
were granted, and they were rejected on the basis of the international 
political situation and not what it is doing to our own industries. And 
for that reason I think perhaps you were wise in saying you have to 
come to Congress to get relief. You cannot get it through the other 
way. 

That is all, Mr. Chairman. 

Mr. Bocas. Mr. Chairman, there was some reference made to my 
State. I appreciate this voluntary representation of the gentleman 
from Illinois. He is a very effective fellow, and I am sure he can 
represent two districts as well as one. 

I would like to also point out, in connection with the Tariff Com- 
mission decisions, that my recollection of the record is that each time 
the Commission findings were unanimous, in the case of President 
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Eisenhower’s predecessor the Tariff Commission recommendations 
were followed. This time apparently it does not matter whether they 
are unanimous or not. They may not necessarily be followed. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. I take it from the answers to the questions here that 
we are not discussing in your industry a declining industry. You 
stated that the ov erall consumption of your product in the United 
States was increasing or has increased ? 

Mr. McIver. It has doubled since 1951, sir. 

Mr. Curtis. How has the percentage been? What percentage of 
the market did you have in 1951 ? 

Mr. McIver. 93 percent. 

Mr. Curtis. And today it is about what percent ¢ 

Mr. McIver. About 49 percent. 

Mr. Curtis. And the foreign imports are about 52 percent ? 

Mr. McIver. That is correct. 

Mr. Curtis. So you have declined absolutely as well as percentage- 
wise. Am I correct ? 

Mr. McIver. That is correct. 

Mr. Curtis. You stated that Japan, for example, has increased its 

‘apacity 400 percent since 1951. Has the United States domestic in- 
dustry increased its c: apacity over that period ? 

Mr. McIver. Our maximum capacity would be about the equivalent 
to what it was at that time. Our number of plants, however, have 
declined. 

Mr. Curtis. I am really talking about capacity that exists in com- 
parable figures. Since 1951 would you say there has been a percentage 
increase in the capacity of the industry which you could compare to 
a 400 increase in Japan ? 

Mr. McIver. In potential productive capacity, the answer would be 
“Yes”; but in production the answer is “No.” 

Mr. Curtis. I understand about production. You have given me 
the figure on Japan, a 400 percent increase in capacity. Now I want 
to know, Has there been an increase in capacity to compare with that 
figure for the domestic industry. 

Mr. McIver. No. 

Mr. Curtis. There has not ? 

Mr. McIver. No. Wedon’t have the markets. 

Mr. Curtis. I am not trying to argue. I want to get the facts. 

There has been no increase in the capacity ? 

Mr. McIver. No, sir. 

Mr. Curtis. Now I am interested in the labor differential in Japan. 
What percentage of labor is in your product roughly ! 

Mr. McIver. It varies in the plants from probably 11 to 18 percent 
of the sales dollar; and in cost of production of a product on a com- 
parable basis a quarter-inch panel, there would be a differential of 
about 1 to 9. 

Mr. Curtis. In other words, about 11 to 18 percent of the product 
is labor cost? That is pretty low, is it not? In most industries the 
labor cost is a larger figure than that. 

Mr. McIver. I would stand corrected, sir. It is 24 to 25 percent. 

Mr. Curtis. That would seem a little more reasonable. 
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What about the wage scales?) What would the average wage scale 
be in your domestic industry ? 

Mr. Mclverr. I think it is about $1.60 or $1.70 an hour; possibly 
$1.80, with fringe benefits. 

Mr. Curtis. What is it in Japan ? 

Mr. McIver. I understand about 11 or 12 cents per hour. 

Mr. Curtis. That is considerably below the usual wages even in 
Japan, is it not? 

Mr. McIver. That is right. 

Mr. Curtis. How about a comparison of you and Japan on ma- 
chines? Do they have up-to-date machinery comparable to American 
machinery ¢ 

Mr. McIver. They had our machines originally, and they have 
copied them and improved them. They are as good or better; ex- 
cellent I would say. 

Mr. Curtis. How about the quality of the product? It is com- 
parable to your product ? 

Mr. McIver. I am very sorry to admit it is getting better all the 
time. It isa good product. 

Mr. Curtis. I was very much interested in your statements on page 
7, one to the effect that the foreign aid program encouraged and 
financed Japanese plywood plant capacity. When was that done? 
What years! Or isit still in process ? 

Mr. McIver. I think it probably started under the Marshall plan. 

Mr. Curtis. The Japanese did not come in on the Marshall plan. 
That is a European plan. 

Mr. McIver. It followed the war. We have had any number of 
delegations over to this country, and we have several groups, men 
from our industry in our area, that are over there, some of the 
Federal agencies, showing them our techniques and standards and 
so forth. 

Mr. Curtis. What agency was doing that? And was there actual 
taxpayers’ money expended to assist the Japanese in any financing 
and developing of their plywood industry ? 

Mr. McIver. Yes. 

Mr. Curtis. Did your industry make complaints this was being 
done and point out to our people in the State Department that the 
domestic industry would be affected if they did that ? 

Mr. McIver. We might have done it in isolated cases where some- 
body objected. 

Mr. Curtis. Were you consulted ? 

Let’s turn it the other way around. Did the State Department, 
or whoever was doing this, ever take the trouble to consult your 
industry, saying that they thought that this was an area where Japan 
could well and properly develop and would fit their economy, and, 
therefore, they were going to do it in order to help Japan? 

Mr. McIver. Oh, yes, we have been requested by the State Depart- 
ment way back even with the Russians. 

Mr. Curtis. In that consultation what did your industry tell the 
State Department, if it was the State Department ? 

Mr. McIver. I don’t think our industry took a position of objecting, 
sir. At the time I presume we didn’t know what we were being hit 
with. 
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Mr. Curtis. It seems to me it is rather strange that you are in this 
situation, and part of it, you allege in your paper, at any rate, came 
from the fact that you did not object. I am happy to know that you 
were consulted, though. 

The second point you make is this: 

United States technical teams have beeh, and now are, operating in foreign 
countries to teach plywood manufacturers to make a panel which will meet 
the requirements for the United States market. 

Is that being done under the aegis or the authority of one of the 
Federal bureaus? Who is doing that ? 

Mr. Wueeter. Congressman, our counsel has informed me that a 
formal protest was lodged with the Committee for Reciprocity as early 
as 1951 on behalf of the domestic plywood industry. 

Mr. Curtis. Have made a protest against the foreign aid program ? 

Mr. Wueeter. Yes, against the foreign aid program which spon- 
sored the technical assistance and the use of United States funds 
to erect a hardwood plywood industry in Japan. 

Mr. Curtis. Let’s dwell on that a little bit because I am deeply 
interested in these procedures. 

Did the Committee for Reciprocity Information say that was in 
their jurisdiction to consider complaints of what was being done in 
another section of point 4 or foreign aid program ? 

Mr. WHEE Ler. Floste informs me that it was not within their 
jurisdiction. 

We made this a part of our protest against the tariff reduction being 
sponsored by the trade agreements program at that time. 

Mr. Curtis. Very good. 

Did the Committee for Reciprocity Information actually inform 
you that they could not take cognizance of what another branch of the 
Government was doing? 

Mr. Wueeter. We have yet to hear from them. 

Mr. Curtis. Actually do you know of any machinery that exists 
whereby American industry, agriculture, or labor could lodge protests 
against what might be being done in this area of foreign aid or 
point 4, whatever the program might be? OrICA? 

Mr. Wueever. We have been continually frustrated by the lack of 
ability to find such machinery. We had several dumping cases which 
went as much as 26 months before we were informed we lost the 
case. 

Mr. Curtis. Your complaint here is a very strange thing. Under 
GATT there are certain provisions against subsidization by foreign 
countries of a particular industry in that country, and we have pro- 
visions of countervailing duties that take care of that. But I doubt 
if we have any machinery established for our people to protest against 
the United States Government subsidizing an industry in a foreign 
country. 

Mr. Wueeter. We have been unable to find any. 

Mr. Curtis. Have you tried to make any protest of what you say is 
now going on currently, of these technical teams teaching these ply- 
wood producers abroad to make a panel to meet the requirements for 
the United States market ? 

Mr. Wueerrr. We have used the only assistance that we know to be 
available, protesting on an individual basis through our elected rep- 
resentatives. 





RENEWAL OF TRADE AGREEMENTS ACT 1987 


Mr. Curtis. Do you know under what agency the technical teams 
are operating ? 

Mr. Wueeter. The ICA is the current sponsoring agency of these 
teams. 

Mr. Curtis. Have you lodged a protest with them ? 

Mr. Wueeter. We have lodged a protest directly with them. 

Mr. Curtis. Mr. Chairman, I would like to have supplied for the 
record a copy of the protest that this industry has lodged with the 
ICA, and I am interested in the form he used and when he filed that. 

The Cuatrman. Without objection, that will be included at this 
point in the record. 

Mr. Wueeter. Counsel informs me that that protest was lodged 
orally by phone and in conference with their representatives. 

Mr. Curtis. You have not filed a formal statement ? 

Mr. Wueeter. No, we have not. 

Mr. Curtis. When was that done ? 

Mr. Wueeter. This was done over a period of the last several years, 
as these teams went out. 

Mr. Curtis. In other words, there have been several instances. 

I wonder if you could file a memorandum then of when you made 
these calls and the dates, as best you can give them, and what response 
you received. 

Mr. Wueeter. Yes, we would be glad to do that. 

Mr. Curtis. Thank you. 

The Cuarrman. Are there any further questions? 

Mr. Byrnes. Mr. Chairman, I do not want to delay the hearing, but 
I might call attention to one thing. 

The Cuatrman. Mr. Byrnes. 

Mr. Byrnes. A question was raised with respect to the Tariff Com- 
mission decisions, and I thing it might be advisable to call attention 
to the fact that, with respect to the application for relief filed on De- 
cember 3, 1954, and the decision was entered on June 2, 1955, the Com- 
mission, in its conclusions, stated, and I quote: 

In the Commission’s view, the deterioration of the industry experienced in 
1954 from the exceptionally high level reached in ’53, after two decades of marked 
and virtually continuous expansion, covers too short a period to justify a finding 
of serious injury—this quite irrespective of the importance that might be at- 
tributed to increased imports as a cause of the foregoing deterioration as com- 
pared with other causes. 

My point is that the Tariff Commission did, in effect, say the experi- 
ence has been too short upon which to make any real judgment, and 
it was on that basis that the matter was turned down in 1955. 

The CuatrMan. Are there any further questions ? 

If not, gentlemen, we thank each and every one of you for appearing 
before the committee and giving us the benefit of your views. 

Thank you. 

Mr. McIver. Thank you, Mr. Chairman. 

The Cuatrman. The Chair observes three of our colleagues pres- 
ently in the room, Mr. Barden of North Carolina, Mr. Lennon of 
North Carolina, and Mr. Knox of Michigan. 

_ Mr. Knox of Michigan will testify later on in the course of the hear- 
ings, but Mr. Barden, would you or Mr. Lennon care to say anything 
at this time to the committee ? 
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Mr. Barden is a Member of Congress from the State of North 
Carolina. 
You are recognized, sir. 


STATEMENT OF HON. GRAHAM A. BARDEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Barpen. Mr. Chairman, I greatly appreciate this opportunity 
and I will try to show my appreciation by being brief and to the point. 
I shall not attempt to deal in the statistics, percentages, and so forth. 
The officers and representatives of the Hardwood Plywood Manu- 
facturers Committee have thoroughly covered that field. I am here 
to tell you that the situation resulting from the importation of cheap 
plywood has simply ruined the plywood industry in my area. It 
was once a thriving industry employing thousands of personnel. 

I know of only one sizable plant operating, which has about 300 
employees, and I say to you according to a letter yesterday from the 
head of that plant, he is just hanging on to see if some ray of en- 
couragement will come from these hearings and from the action of 
Congress. We cannot afford in light of existing facts to say it does 
not amount to much; they can go to unemployment compensation. 

It is a pretty serious thing when you take a little community 
where 90 percent of the heads of families in that town which is built 
around that plant must face going out with no employment and 
nothing for their family except unemployment compensation. 

I know of only one plywood concern that seems to be making money 
at this time. He closed down his plant and is importing Japanese 
plywood and selling it as a wholesaler of Japanese plywood. 

It does not require any statistics. It does not require an analysis 
of whether it is a depression or a recession. Common sense tells 
every single one of us what is happening. Common sense tells those 
in Michigan or Louisiana that you cannot compete with 11-cents-an- 
hour labor when their equipment is as good or better than the equip- 
ment employed by us. It does not take statistics. It just takes a little 
common sense. 

I am one Member of Congress that defends my Government. I do 
not like to hear my Government in this time of world turmoil being 
slapped around, but when a situation of this kind confronts me and 
I look into the faces of men who are struggling good, solid American 
citizens that are being destroyed in this unfair-unjust manner—and 
I am being hit from all sides with justified criticism of this foolish 
government policy when we know what is happening to the textile 
industry in exactly the same manner—TI tell you now it is too serious 
to pass up. I cannot, I will not, defend it. 

You talk to a man who is running a plant. He is respected. His 
employees appreciate the sacrifice he is making and in the final con- 
clusion he adopts just about the attitude of the little boy who has 
just finished receiving a good thrashing from his daddy. The father 
said, “Now son, you know why I whipped you?” 

The little boy answered, “Yes; because you are bigger than I am.” 

The Government is bigger. They cannot do anything except come 
to Members of Congress, and, thank God, they can appeal to the 
Congress. 
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I say to you that this thing is costing America millions and millions 
and millions-of dollars in many ways. Many have had to take un- 
employment compensation. They will not have to pay income tax. 

This man I have in mind now that just wrote me yesterday has 
been one of the largest taxpayers. Uncle Sam will have a hard time 
squeezing a nickel out of him this year. So I say to you in all serious- 
ness that this thing has eaten its way into me. It is wrong. It is 
wrong and I defy any man to attempt to justify this situation. I 
would not care if he had studied the plywood business 50 years. It is 
wrong and there is no explanation for these very patent wrongs being 
done American citizens. 

Maybe somebody thinks we won the Japanese war. You would 
have a hard time convincing a fellow that 1s closing down his plant 
and turning the steam off that we had won. He just feels whipped. 

Gentlemen, I appreciate this time. I am very seriously concerned 
over this. We have a recession, yes. We have weathered them before. 
I think we can weather this one with the exercise of a little common 
sense, but we cannot weather it if we are going to subordinate our 
welfare to all the nations on the earth. Iam generous. I am chari- 
table, yes. I have never thought anything of a man who would go to 
church and stand up before the congregation and put on a show by 
donating $500 while his family was at home without anything to eat. 
God Almighty never intended that we should do things like that. I 
think He intended that we should take care of those at home a little 
bit. 

You can put this in your book and seal it up: There will either be 
some relief quick or you can kiss your plywood industry goodby, and 
it is quite an industry in America, a quite a vahnble industry in 
America, when America is in an emergency. 

Thank you so much. I did not intend to take so much time, Mr. 
Chairman, but I am worried, terribly worried as any fellow you ever 
saw over not only plywood but the textiles industry and others who 
are being similary treated. 

The Cuatrrman. Mr. Barden, we do appreciate your coming to the 
committee and discussing this matter with us. 

Mr. Simpson wants to interrogate you. 

Mr. Stmpson. I have one question. 

By way of preface let me say that my conclusion, after listening to 
these hearings for a number of years and on many previous occasions, 
is that the phrase “internationally diplomacy” is the justification that 
is used to cause that unemployment in your district in the final analy- 
sis. The allegation is that some way or another we have to get dollars 
into Japan in order to assist that nation become one of our allies, and 
I suggest that this is an industry that those who are shaping our 
policy are willing to recognize as an industry that may be permitted 
to go into a decline and remain there in order to help Japan secure 
dollars. 

My question is this: The basis is not right, of course. It is my con- 
viction that it is what is happening in this country today. To the ex- 
tent that it is happening, I say it is a horrible thing to lay the burden 
of any such obligation on our country upon the backs of the people 
who are engaged in an occupation that they want to follow. 
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Mr. Barpven. Let me say to the gentleman I do not subscribe to the 
philosophy that he used as probably an explanation by some and I am 
sure you do not, but has it reached the point that we must in this com- 
plex economy of ours, which is the greatest on earth, that we must pick 
out this industry and say, “Well, we will destroy you for the sake of 
Japan. Then we will destroy you—another industry—for the sake 
of another country.” 

We may wake up and find that we need to pump life back in those 
very industries we destroyed for our own survival. 

I think it is so fallacious. 

Mr. Srwrpson. We speak of trade and not aid, and yet we recognize 
certain countries where we are trying to get dollars in their hands. 

I say that instead of giving up businesses if we have to get dollars 
to them, it will have to be done some other way. Otherwise the burden 
is falling upon the minority of people who are engaged in making a 
livelihood and paying their taxes. 

If we have to assume a national obligation, it should be paid by the 
National Treasury or the. Nation as an entirety and not by these un- 
employed people in the Congressman’s district. 

Mr. Barven. I would hate to have the job of walking up to a long 
line of employees out of work this morning that are waiting for un- 
employment checks and explaining to them that this is really best for 
them. 

Mr. Stupson. It is unfortunately what we are doing. 

Mr. Barpen. Not me. Iam not going to try to do it. 

Mr. Srupson. We are in effect causing unemployment here in order 
that aman may work in some other country. 

Mr. Barpen. Mr. Simpson, you are 1,000 percent right. I approach 
it from this angle: It is not an alternative. 

Mr. Srureson. Of course it is not. 

Mr. Barpen. We have completely eliminated the commonsense 
approach to it. We are screaming unemployment, and at the same 
time we are not using the weapons that are available to fight 
unemployment. 

IT would not like to be in the position of being in the river drowning 
and having somebody stand on the shore waving at me when he has 
a rowboat there in which he could come and get me if he wanted to do 
so. I want more action than that. Yet I fear Congress will be 
justifiably accused if immediate action is not taken. 

I know, and I think the gentleman knows, what it would take to put 
life back into the textile industry; if we do not do it, we are going to 
have a much worse situation than we have now, and the plywood 
situation is in exactly the same situation. 

Mr. Stmrson. The gentleman is very ¢lear in his answer. 

I have to mention another thing that has been quite apparent in 
these hearings. That is there seems to be an obvious effort on the part 
of our Government to transfer the authority to regulate imports into 
the United States to the foreign interests who are manufacturing the 
product to be exported to the United States; in other words, having 
the Japanese by voluntary agreements protect the market of the Amer- 
ican workingman, which of course is to be contrasted the more de- 
sirable course of action of having the Congress do it. 
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How ridiculous does the voluntary alternative seem to be to you? 

Mr. Barven. In the last 25 years, I have not seen a minute when I 
was willing to let the Japanese protect me, and, when you say it is a 
good idea to let the Japanese protect us and provide such protection 
as they think we need, I cannot imagine a more foolish, impractical, 
dangerous, or unworkable solution. 

Mr. Simpson. That is what we have done with the textile industry, 
and now with respect to the stainless steelware we are not following 
the recommendations made by the Tariff Commission for relief, but 
rather, the President has based his refusal to do so upon a promise not 
yet in being on the part of Japan that she will limit her exports. 

Mr. Barpven. Mr. Simpson, I know you quite well, and have the 
highest regard for you, as you know. I think your statement is cor- 
rect, this has frustrated industry and business all over the country. 
The trade agreements were good. They started working well. They 
did a lot of good, but the trade agreements have matured and bloomed 
out into a confusing type of bureaucracy so that these gentlemen do not 
know where to go for relief. They will write their congressman, 
heavens knows, he does not know. But if he does go to the State 
Department, unless he agrees with them, he is regarded as a pretty 
low form of animal life. 

I have been here for 24 years, and I would not know how to deal 
with the Tariff Commission. The record seems to show that you have 
little chance to win and if you do, it will most likely be vetoed. 

Mr. Stmrson. I do have some friends in high places in Japan, and in 
high places in this Government, and I have told them that, if we do 
not protect these Americans, we are going to have an uprising against 
imports in such a way that the Congress will take action which may be 
more drastic. It will hurt the whole matter of foreign trade and 
international relations. 

Mr. Barpven. Mr. Simpson, I voted for the foreign trade agreements 
many, many times. I would like to think that we were working out 
a workable program. I will say to you that, if this situation does not 
clear up immediately, I shall not be a party to the perpetration of what 
1 regard as a very, very patently unfair treatment oF inant industries 
in the United States. 

Mr. Stmrson. Thank you, sir. 

The CuatrmMan. Are there any further questions of Mr. Barden ? 

Thank you, sir, for coming to the committee. 

Mr. Barven. Thank you, Mr. Chairman. I appreciate the time. 

The Cuarrman. Mr. Lennon of North Carolina will be the next 
witness. 

Mr. Lennon. Mr. Chairman, I shall be very brief in the statement 
I have. I am certainly no expert on the question of what should be 
done about the serious situation which has developed with our importa- 
tion of hardwood plywood. However, I think it is significant when we 
realize that in 1957, repeating what has been said here at least 4 times 
today, 52 percent of the hardwood plywood that was used in both the 
building industry and in the furniture industry of America was im- 
ported, and out that approximately 52 percent, almost 86 percent came 
from Japan. 

Now, in North Carolina we have a number, or did have I should say, 
a number of hardwood-plywood plants. We had the ground mills 
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scattered all over the rural areas of North Carolina in the woods, cut- 
ting the hardwood plywood for the building and furniture industry 
in North Carolina. They have declined to the point now that in my 
district I have only seven left. Three years ago I had twelve. 

I know what has happened because I have been privileged to visit 
those communities where those hardwood-plywood plants used to 
exist. They are not there any more. They have become, and are 
fast becoming, a casualty of our international political situation. 

I recognize, just as every member of this committee recognizes, that 
we have to find ways and means to bolster the economy of some of the 
nation for whose welfare we have assumed responsibility, but, gentle- 
men, there are certainly a few facets of our economy in America that 
have to have special attention. 

We know to what extent building has increased, housing has in- 
creased, since 1951 up through the middle of last year, and you would 
naturally expect, with this tremendous increase in this great building 
industry, that the domestic hardwood plywood would increase in the 
same ratio and proportion. It has not done so. 

I believe I begin to understand why the Tariff Commission took the 
position it did in 1955. This condition has so seriously degenerated or 
deteriorated since that time that, gentlemen, we are now at the point 
where the people in the Southland, in the States that Mr. Mason has 
mentioned, are almost at the point of arms. What can we do about it ? 

They write us. They come to see us. They say, “When in God’s 
name is the Congress going to reassert its constitutional authority with 
respect to the regulation of foreign trade?” 

We supinely say, “I do not know.” 

“Wehave turned that over to the Executive,” we say. 

“Then why doesn’t the Executive do something about it?” they say. 

We say, “Why do you not see the Tariff Commission ?” 

These people know the reports. They read the records. They know 
the attitude of the executive department with respect to the action 
of what the Tariff Commission has recommended, not only in this 
particular instance but in others. 

What is the answer to it ? 

In the intellect that is in the composite membership of this commit- 
tee and in this House of ean and this Congress, certainly 
there is the capacity and ability of you gentlemen to find a way to 
avoid the destruction of a segment of our economy which means so 
much to so many sections of our land. 

I say with all the sincerity that I possess that something must be 
done. 

Mr. Chairman and gentlemen, we are not dealing with statistics. 
We are dealing with people at the local level who have during their 
lifetime known nothing in the world except to go into the woods with 
an axe and pull out the hardwood trees and carry them to the little 
ground mills and cut them up for plywood. 

I have in my district the Thomason Plywood Plant in Fayetteville 
to which Mr. Barden referred. That owner was fortunate. He had 
ground mills scattered over southeastern North Carolina. He had a 
hardwood-plywood plant and then, of course, he did the finished prod- 
uct. Two years ago he threw in the sponge. He said, “Al, I simply 
can’t meet the competition. If you can’t beat them, join them.” That 
is exactly what he did. 
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He is a wealthy man. He moved into the construction of what we 
know as a chipboard plant to make the centers of these flush panel 
doors and bought his imported plywood for the outside of these panel 
doors. He is getting along fine, but what about these hundreds of 
others who have turned to anything in the world that they can turn to? 

I do not believe, gentlemen, that it was the intention of those who 
first put this act on the books many years ago that any industry in 
America should become the absolute casualty of international negotia- 
tions, even though we at a later date realized the need of such inter- 
national negotiations. That is the feeling that my folk have about 
it. Ibringit to you. 

I think it is particularly true of the plywood industry perhaps more 
than it is in any other that I can think of, the textiles, the cutlery, 
clothespins and all the other things. It is because of Japan’s ability 
to imitate and do a job perhaps as well, in some instances even better, 
than we can do in the production of these goods that they are bringing 
in here. 

I am absolutely amazed, and I know you gentlemen must be amazed, 
when you compare the figures of the importations from Japan since 
1952 up through 1957 on this particular commodity. It must alarm 
you. Itmust shock you. It must make us all realize, Mr. Chairman, 
that something has to be done about it. 

Thank you very much. 

The Cuarrman. Thank you, Mr. Lennon. 

Mr. Boaas. Mr. Chairman, may | ask a question ? 

The Cuarrman. Yes, Mr. Boggs 

' Mr. Boges. Does your district produce any tobacco, Mr. Lennon ? 

Mr. Lennon. Yes, sir; we do. We produce flue-cured tobacco in 
all 7 counties of the congressional district that I represent, and in 5 of 
those districts I would say it represents 80 percent of the economy. 

Mr. Boaes. It represents how much of the economy ? 

Mr. Lennon. I eonld suppose that in five of those counties, that our 
tobacco being the single cash crop, it is about 80 percent of the economy. 

I recognize that we export approximately 40 percent of our flue- 
cured tobacco. 

Mr. Boces. Suppose you lost your entire export market, which I 
understand takes about 40 percent of the North Carolina crop, what 
do you think would happen in your district ? 

Mr. Lennon. Mr. Boggs, I do not think that could happen. 

Mr. Boees. What do you mean ¢ 

Mr. Lennon. I do not think that could happen if the Congress 
reasserted what I believe is its obligation to determine when the 
Tariff Commission should or should not refuse to consider some of 
these basic industries who are at the point that they cannot further 
exist. 

Mr. Boees. You are not maintaining, are you, that the Tariff Com- 
mission can create a market for your tobacco # 

Mr. Lennon. Let us go back. 

Mr. Boces. Just a minute. 

What could the Tariff Commission have to do with creating a 
— for North Carolina tobacco in Germany, or England or 

apan ? 
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Mr. Lennon. Mr. Boggs, I have not suggested that to be so. I 
would suggest this to you, sir. 

Mr. Boees. I am trying to find out what would happen to 80 percent 
of your economy if you lost all your export markets for tobacco. 

Mr. Lennon. That will not beso. I have no fear of that. 

Mr. Boees. Why will it not be so? 

Mr. Lennon. Let me say this to you, sir. 

Mr. Boaes. You tell me why it will not be so. 

Mr. Lennon. If I could answer you in my own way, I would be glad 
to attempt to do so. 

Mr. Bocas. Go ahead. 

Mr. Lennon. Let me say that I have no quarrel with the present 
Administration in this particular instance. We exported 40 percent 
of our flue-cured tobacco crop before we got into this trouble with 
some of the other facets of our economy. We have been exporting 40 
percent of our flue-cured crop of tobacco in North Carolina and South 
Carolina and Georgia for many, many years before we got into trouble 
with the Japanese imports of textile goods and, more particularly, 
the hardwood plywood. 

That may not answer your question, but it is significant to me that 
we enjoyed the 40-percent export of flue-cured tobacco for many 
years before we got into this trouble with Japan with its terrific im- 
portation of goods. I do not see the connection that you are trying 
to attach to it. 

Mr. Boees. Well, the connection is very obvious. I presume that 
you are paid for this tobacco that you export, are you not? 

Mr. Lennon. Yes, and I do not believe that Japan takes too much 
of our tobacco. I do have the figures in the office, but I do not 
have them in my mind. 

Mr. Boces. I am not referring specifically to Japan. In this par- 
ticular instance you refer to Japan ? 

Mr. Lennon. Yes, I do. I think I can because the record sub- 
stantiates it. 

Mr. Boces. But when you look at the whole picture, you refer to the 
entire foreign trade of the United States, not one specific group. Do 
you raise any cotton in North Carolina? 

Mr. Lennon. We raise about 3 percent of the total that is raised in 
the United States. It is all in Mississippi, Louisiana, Texas, and 
California, as you know. You folks took it away from us. 

Mr. Boces. We do not have as much as we like. It has gone to 
Arizona and California. As you know, a great percentage of that is 
exported, too, as applies in the case of wheat. 

Mr. Lennon. That is right. 

Mr. Boaes. Does the Georgia-Pacific Plywood Corp. operate in your 
district ? 

Mr. Lennon. No. We are small folks down there, Mr. Boggs. 

Mr. Bocas. They were represented here today. 

Mr. Lennon. I am speaking for only those who are in my district. 
I can give the names of them and furnish the letters they have writ- 
ten me, if you would like to have them. 

Mr. Boces. May I ask you to comment just on a general principle. 

You see, these countries may be receiving their dollars to buy your 





RENEWAL OF TRADE AGREEMENTS ACT 1995 


tobacco from some other source of export. Do you know of any way, 
just as a matter of principle, whereby either this country or any 
other country could export without importing ¢ 

Mr. Lennon. No, I think imports in this country, as I recently saw 
in the papers, amounted to about $13 billion. 

Mr. Bocas. Do you know how much the exports amounted to? 

Mr. Lennon. I should say approximately $23 billion. I am guess- 
ing, but I would say that it is about the percentage. 

Mr. Boges. In other words, there is a very substantial plus of ex- 
ports over imports! 

Mr. Lennon. I think that is true. 

Mr. Boaes. Do you have any textile mills in your district? 

Mr. Lennon. [have a few, yes. 

Mr. Boges. Are you acquainted with the fact that quite a few manu- 
factured textiles are exported ¢ 

Mr. Lennon. I am acquainted with the fact that we have been 
on a 3-day week in several of our plants, which they attribute to the 
importation of Japanese velveteens and blouses. 

Mr. Boaes. Are you acquainted with the fact that your exports 
greatly exceeded your imports in textiles? 

Mr. Lennon. I think that isso. 

Mr. Boggs. So that, if you cut all exports in the case of textiles and 
at the same time cut out all imports, the net effect would be that your 
textile market would suffer tremendously 4 

Mr. Lennon. I think I can answer that, Mr. Boggs, by saying that 
to my point of view it seems to me that the Congress ought to re- 
serve to itself the right to determine when the Tariff Commission 
should be overruled or its action vetoed, rather than having it done by 
the executive department. I know that would entail a lot of work. 
I know that in every single instance where you had an appeal of an 
industry to the Tariff Commission and it was overruled, it would come 
to this committee; that this committee would be constantly in hear- 
ings to determine each of those things. 

Mr. Boces. Of course you know that would not help the plywood 
case because, in the case of plywood, the Tariff Commission voted 
unanimously not to grant the relief. 

Mr. Lennon. I do know that that is so, but I heard the explanation 
given by the representative of the plywood industry, and the article 
read by the gentleman sitting to my far right, M. Byrnes, gave a 
different reason. I think he read an excerpt from that opinion to the 
Chair a few minutes ago which gave a little bit different opinion from 
what the industry thought that decision was based on. 

Mr. Boges. But the point is that even if you adopt this amendment 
of which you are talking, whereby you would give Congress the 
power that the President has 

Mr. Lennon. Should Congress be denied that power ? 

Mr. Boees. Congress says in drafting these laws that all facets of 
our problems must be looked into. 

Mr. Lennon. That is right. 

_ Mr. Boces. And that the fact that there might be some implications 
involved besides the implication of one industry should also be con- 
sidered. That is all Congress says. 
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As I pointed out here just a few minutes ago, in your section having 
to do with ODM, when you talk about your defense implications, 
Congress has granted full authority to the Office of Defense Mobiliza- 
tion to make those determinations. 

Mr. Lennon. Well, I do not want to seem facetious, but at the local 
grassroots level, the people generally expect the Congress to meet those 
situations and not delegate them to the Executive. 

Mr. Bosces. That is all, Mr. Chairman. 

Mr. Lennon. Thank you very much, Mr. Chairman. 

The Cuamman. Thank you, sir, for coming to the committee. 

(The following letters were submitted to the committee :) 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
March 14, 1958. 
Hon. WiLzeur D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, 
Washington 25, D.C. ‘ 

Dear CONGRESSMAN Mitts: Enclosed is a letter received from a prominent 
manufacturer of my State concerning the influx of foreign plywood and its 
effect on the industry. 

I am personally unable to appear before the committee but I shall appreciate 
your making his letter part of the record and your calling it to the attention 
of the other members of the committee. 

With all kind wishes, I am 

Sincerely yours, 
Sam J. Ervin, Jr. 


STATESVILLE PLywoop & VENEER Co. 
Statesville, N. C., March 18, 1958. 
Hon. Sam J. Ervin, Jr., 
Senate Office Building, Washington, D. CO. 


DEAR SENATOR ERVIN : As you know, the plywood industry is being very seriously 
hurt by the continual rising influx of foreign plywood. It is our considered 
opinion that drastic measures must be taken if even a portion of our industry 
is to survive. 

We urge you to appear before the Ways and Means Committee hearings on the 
Trade Agreements Act to plead our case, now desperate, for a quota on plywood 
imports. If you feel there is no chance for a quota bill, please ask the com- 
mittee to amend the Trade Agreements Act to provide: 

1. The Tariff Commission decision in escape clause cases be final unless over- 
ruled by Congress. 

2. Direction to the Tariff Commission to grant quotas when needed to remedy 
an injury. 

Please know that we sincerely thank you for your efforts in this vital matter, 
and with all best wishes, we are 

Yours very truly, 
E. M. SHELTON, President. 


HoENIG PLyYwoop Cokrp., 
New York, N. Y., February 26, 1958. 
Re H. R. 10368. 
CLERK, COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 


Dear Srrs: We herewith beg to ask you kindly to support the provisions in 
H. R. 10368 which proposes to extend the program for another period of 5 years, 
and to give added bargaining power to the President. On the other hand, please 
oppose the provision in that bill which would authorize the President to increase 
rates up to 50 percent of the 1984 Hawley-Smoot rates in escape-clause cases. 

It is our considered opinion that this is the minimum program in order to 
secure employment for American producers of industrial and agricultural prod- 
ucts for export for which foreign countries can only pay if they earn dollars by 
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exporting their goods to the United States and furthermore not to endanger and 
spoil our political relationship with free and friendly countries whose prosperity 
is absolutely essential in our struggle against the Kremlin’s economic aggression. 
Any other course would have catastrophic consequences. 
Very truly yours. 
JoHN H. HoeEntia, President. 


CONGRESS OF THE UNITED STATES, 
HovusE OF REPRESENTATIVES, 
Washington, D. C., March 25, 1958. 
Hon. WILBUR MILLs, Chairman, 
House Committee on Ways and Means, 
House of Representatives. 


Dear Mr. CHAIRMAN: I am enclosing herewith a letter received from Mr. J. T. 
Dailey, president-treasurer of the J & J Veneer Co., Inc., Cuthbert, Ga. 

I am in complete accord with the reasoning set forth in Mr. Dailey’s letter and 
I hope that the members of the committee will give careful consideration to the 
amendments proposed. 

I also ask that the communication be embodied in the appropriate section 
of the transcript of hearings. 

Thanking you, I remain sincerely. 


EB. L. Forrester, M. C. 


J & J VENEER Co., INC., 
Cuthbert, Ga., March 20, 1958. 
CONGRESSMAN E. L. ForRESTER, 
Senate Office Building, Washington, D. C. 


DEAR CONGRESSMAN FORRESTER: You probably are familiar with the Ways and 
Means Committee hearings on the Trade Agreements Act. We gather that the 
Administration, in cooperation with large groups of importers, has furnished 
a tremendous group of witnesses to testify as to the importance of following 
through with the administration’s request for the 5-year extension of the present 
Trade Agreements Act. 

We understand that none of our Congressmen have requested time to appear 
before the committee. Under ordinary circumstances, this would not be neces- 
sary, but in view of the critical situation confronting the United States producers 
of hardwood plywood, we do feel that it is absolutely vital that we have your 
help in every possible manner. 

You have been furnished some information in regard to the hardwood plywood 
industry and the effect which imported hardwood plywood, primarily from 
Japan, has had upon our industry. 

To recap, in 1951 Japan had only 1 percent of the American market. Today 
Japan has 42 percent of the total American market with other countries furnish- 
ing 10 percent of American requirements. This leaves only 48 percent of the 
domestic market for United States manufacturers of hardwood plywood. 

With the 11144-cent-per-hour wage paid workers in Japanese plywood factories, 
their total labor cost to produce 1,000 square feet of one-quarter inch hardwood 
plywood is $4.17. This compares with a cost of $38.50 per one thousand square 
feet of one-quarter inch plywood made in the United States. It is readily 
apparent that with this tremendous difference in labor costs that the Japanese can 
sell their product at far lower prices than can the American manufacturers. 

We are striving ‘to have a percentage quota placed upon imports of hardwood 
plywood from Japan. This seems equitable to us in that Japan might be allotted 
a certain percentage of the total United States market for hardwood plywood. 
We earnestly request your cooperation in helping us in this matter, through your 
testimony before the Ways and Means Committee. 

If it appears certain to you that there is no possible chance for a product 
quota bill, then we would ask you to request the committee to amend the Trade 
Agreements Act so as to provide: 

(1) The Tariff Commission decision in escape-clause cases be final unless 
overruled by the Congress. 

(2) Direction to the Tariff Commission to grant quotas when needed to remedy 
an injury. 
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We do most earnestly and sincerely ask for your help in this matter and shall 
appreciate anything you can do to help us. A reply to this letter will be much 
appreciated. 

With very kindest personal regards and every good wish, I am, 

Sincerely, 
J.T. DAILey. 


INTERNATIONAL WOODWORKERS OF AMERICA, 
Portland, Oreg., February 13, 1958. 
The Honorable Leo H. Irwin, 
Clerk, Ways and Means Committée, 
Washington, D. C. 

My Dear Mr. IRwin: Because a prior commitment necessitates my presence 
on the west coast, I regret that it is not possible for me to personally appear 
before your committee on behalf of the hardwood plywood industry. I shall 
try to encompass in this letter, and in summary form, the views of our Midwest 
district council which is most seriously affected by what we consider to be ex- 
cessive plywood imports. 

1. The Midwest is the heart of the hardwood plywood industry. The payroll 
of this industry is the principal support of a number of small communities. 
Between the generally depressed conditions of home construction and a high rate 
of foreign plywood imports, many of our workers are unemployed or working 
short hours. Some of our plants are closed completely. Communities are being 
hurt economically. 

2. We sincerely believe that some action should be taken to control excessive 
imports which are aggravating an already serious unemployment problem in 
this country. 

3. The very least that should be done is to amend the “escape clause” in the 
Reciprocal Trade Act and to put the authority in the hands of Congress where 
it constitutionally belongs. 

We respectfully request your serious consideration in this regard because we 
think this is an immediate and necessary piece of legislation if we are to meet 
our first responsibilities here at home. . 

Your committee and all members of Congress from the Midwest area have 
been appraised of the seriousness of the problem, and our position relating 
thereto. Consequently, we have avoided repetition in this letter. 

Very sincerely yours, 


OLIVER RASMUSSEN, 
President, Midwest District Council No. 12. 


WINTON LUMBER Co., 
Minneapolis, Minn., March 20, 1958. 
Hon. WILBUR D. MILLS, 
Chairman, Committee on Ways and Means, 
Washington, D. C. 


My Dear Mr. Mitts: Following are my personal views which are not neces- 
sarily the views of the directors of Winton Lumber Co., of which I am president. 
I wish to express my personal views, both as a businessman and as a citizen, 
on the importance of the reciprocal trade legislation now before your committee. 

The atmosphere of economic uncertainty in this country and the ever-increas- 
ing Soviet activity in the sphere of mutual aid and trade is such that I believe 
we dare not take any course other than to expand our trade with the rest of 
the free world. I therefore strongly urge you to recommend at least a 5-year 
extension of the Reciprocal Trade Agreements Act with no less than the 
25-percent tariff reduction authority provided in H. R. 10388. I submit these 
arguments for your consideration : 

1. It has become increasingly evident that the Soviet Union is seeking to win 
by economic means what it might never achieve by military and political strat- 
egy—to split off one by one the nations now embraced by the free world. To 
meet this challenge we must show that we are willing and able to establish 
long-term economic ties with the countries now outside of the Soviet orbit and 
to provide the trade which in many cases is their very lifeblood. If we do 
not do so, these nations may be forced to turn toward the Kremlin. 
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A 5-year extension of the act will bring the continuity to our trade policy 
which is so obviously necessary. It should inspire the free world with addi- 
tional confidence to reject Soviet overtures. 

2. Expanded international trade is vital to the economic growth of the United 
States. The reciprocal trade program was conceived as a depression-defeat- 
ing device; it has proved clearly its merit during the 24 years it has been in 
effect. Under the program we have developed an increasingly significant export 
market for American goods—about 9 percent of our movable goods are now 
exported. We cannot reasonably expect to maintain this import market if we 
shut out imports which earn the dollars to purchase our goods. 

3. The formation of a common market in Europe and discussion of similar 
arrangements elsewhere in the world further emphasize the urgency that this 
extension be passed. These common markets can provide a great positive or 
negative factor for United States trade depending on whether we seem willing 
to cooperate with them or to wage tariff war on them. Passage of effective 
trade agreements legislation now will have an important psychological impact 
at a time when common market policies are still being formed. 

I hope your committee will see fit to recommend a program which will thus 
serve the interests of American business and the Nation as a whole. I believe 
these interests are identical in the passage of the strength possible reciprocal 
trade agreements extension. 

Yours very truly, 


Davin J. WINTON. 


STATEMENT FOR THE CONGRESSIONAL COMMITTEE RELATING TO EXTENSION OF 
THE REcIPROCAL TRADE AGREEMENTS ACT 


I am Truman W. Collins, president of the Collins Pine Co., a lumber manu- 
facturing concern producing some 60 million feet of lumber per year in the 
northern part of California. I very much hope that for the long-run good of our 
own country, as well as the world at large, that Congress will extend the Re- 
ciprocal Trade Agreements Act. I feel that there are two compelling arguments 
for doing this, each one of which, alone, would justify the extension of this act. 

First, in the interests of our own local domestic economy, I feel that the 
freest trade possible with other countries is indeed to the best interests of our 
own people, although of course not to the best interests of various specialized in- 
dustries. In a large number of the cases involved, the amount of encroachment 
on these industries would not represent more than 10 or 20 percent of their 
production, and possibly a great deal less than this, and that adjustment is the 
type of thing that over a period of a few years could, without serious difficulty, 
be made. The result, of course, would be that men would be laid off in some 
cases but would, in time, find work in other industries that are not so competi- 
tive with foreign enterprises and our people at large would therefore be getting 
the benefit of the lower prices being made available through the extension of 
these imports. In other words, without going into lengthy argument, I firmly 
believe that the net benefit to our entire consuming population would far out- 
weigh the detriment to the specialized industries involved. 

The second argument, of course, is our relation with our free world associates 
and the vital importance of cooperating with them in matters of this kind where 
it is so important that we maintain the very best of relations. While I firmly 
believe that our own domestic picture is improved by relaxation of trade bar- 
riers—even if this were not true and even if it involved a considerable pen- 
alty—it undoubtedly would be well worthwhile just because it would represent 
a substantial improvement in the whole international picture and a general 
strengthening of the non-Communist nations. 

TRUMAN W. COLLINS. 


STATEMENT OF INSULATION BOARD INSTITUTE TO HOUSE COMMITTEE ON WAYS AND 
MEANS IN OpposiITION TO H. R. 10368 


This statement in opposition to H. R. 10368 is filed on behalf of the In- 
sulation Board Institute, a trade association of domestic insulation board 
manufacturers. 

Insulation board is used principally in building as an insulating medium 
against temperature changes. It is made of wood, cane, and other vegetable 
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fibers into sheets ranging from % inch to 1 inch in thickness, which is cut into 
convenient building sizes. Board 74 inch and over in thickness is used in con- 
struction as structural sheathing, roof insulation, plaster base lath, building 
board, or is used in the manufacture of acoustical tile, interior tile and plank, 
and insulating siding. Thinner board has a variety of uses ranging from shin- 
gle backer and building board to pipe gasket. 

Imported insulation board is classified under tariff item 1402 of the Tariff 
Act of 1930, as “pulpboard, wallboard * * * not plate finished,” on which the 
duty rate is now 5 percent ad valorem, having been reduced from an original 
rate of 10 percent ad valorem by a 1949 trade agreement concession. 

In considering the proposal in H. R. 10368 to extend and to broaden the 
Executive's tariff-changing powers, the domestic insulation board producers, 
though mindful of the broad basic objectives of the trade agreements program, 
are greatly concerned over the discouraging picture of the supposed “reci- 
procity” that has resulted from 24 years of such delegated authority. Although 
during that period United States tariff rates have been greatly reduced, recipro- 
cal concessions from abroad have been notably lacking. 

In the face of this disillusioning experience, and despite the considerably less 
advantageous trading position in which our country now finds itself to obtain 
reciprocal concessions from abroad, it is now proposed that we have more of 
the same and for a longer period—that the Executive’s authority to make trade 
agreeménts be extended, not for 1 or 3 years as previously, but for 5 more 
years, and be increased to permit tariff cuts of an additional 25 percent during 
that period beyond present powers. 

Of even greater concern to our industry is the proposed alternative authority 
of reducing any rate 3 per centum ad valorem below the rate existing on July 
1, 1958, which, as applied to the present reduced rate on insulation board, 
would permit a 60-percent reduction in the present rate and reduce it to a 
2-percent ad valorem rate (20 percent of the 1930 rate). 

We are opposed to such proposed powers for several reasons: 

The percentage limits on the proposed grant of tariff changing authority ap- 
pear to have been virtually pulled out of thin air. Why a 25-percent blanket 
reduction instead of some other or any such percentage? Why a 3-percentage- 
point reduction, which as applied to a 50-percent rate would be only a 6-percent 
reduction but as applied to a 5-percent rate would be a 60-percent reduction? 
When it is widely known that the impact of a tariff rate is difficult to measure, 
how can anyone know the effect of such excessively broad new authority to 
reduce tariff rates? 

There are no benchmarks provided in H. R. 10368 to guide the Executive in 
exercising the proposed powers to reduce tariff rates. There is no direction 
to the Executive in lowering our rates by trade agreements to make a 
distinction— 

Between products and industries essential to our national security and 
those that are not, or 

Between products and industries whose rates have been heretofore re- 
duced either relatively or absolutely and those that have not, or 

Between products and industries now adversely affected by imports and 
those that are not, or 

Between the relative wage rates or costs of production of products and 
industries here and abroad, or 

Between products and industries that process indigenous commodities or 
their byproducts (that utilize our great wood waste, for example) and 
those that do not, 

all of which directly affect insulation board and many other products. 

Neither is the Executive directed to consider the effect, on competition here 
between domestic- and foreign-produced products, of the one-sided application 
only to domestic producers of our minimum wage, social security, farm product 
price support and similar laws, each of which however beneficial raises costs 
of United States producers and impairs their ability to compete with foreign 
producers who are not so regulated. al 

On these and other pertinent considerations directly affecting the establishing 
of tariff rates the Executive is apparently free to exercise free and independent 
discretion. Such policy matters, constitutionally committed to the Congress, 
cannot be solved under the “escape clause.” Such a lack of guideposts in the 
proposed tariff rate changing authority constitutes essentially an unbridled 
delegation of power to destroy or seriously damage our domestic industries to 








RENEWAL OF TRADE AGREEMENTS ACT 2001 


the Executive—who can negotiate and proclaim reduced tariff rates without 
congressional review or approval other than the requested 5-year blank check. 

The absence of congressional review of, or action on, trade agreement con- 
cessions before they are proclaimed is matched by the absence of any limits on 
the Executive's authority under the trade agreements program to disregard Tariff 
Commission recommendations in escape-clause cases, which has made it a 
hollow illusory remedy without substance. This defect is not cured by the pro- 
posed sop of authorizing a larger restoration where the Executive decides to 
follow an escape-clause recommendation of the Tariff Commission. Effective 
congressional control over administration of the trade agreements program is 
needed not only in giving Congress, not the Executive, the final voice in escape- 
clause cases, but also by providing for congressional review of or action on 
trade agreement concessions before proclamation. 

There is no statement in the bill reaffirming the basic purposes of the trade 
agreements program of avoiding injury to American workers and producers and 
of furthering our national security, or insuring effective reciprocity for our 
trade concessions. 

There is no provision for any change in either the negotiators who work out 
our concessions without industry or labor counsel or for revised concepts in 
our peril-point determinations. In short, there is no protection against such 
authority to make tariff rate cuts remaining simply an instrument of our 
foreign policy. 

There is no recognition of quotas as an appropriate means of regulating im- 
ports. Nor are means provided of precluding low-cost countries from seizing 
and dominating our markets. 

Without such safeguards the proposed authority should be denied. The do- 
mestic insulation board producers therefore oppose the passage of H. R. 10368 
in its present form, and respectfully urge in lieu thereof either (a) a period of 
adjustment in which to digest tariff rate concessions already made, to consider 
the entire question of duty classifications and rates as recommended by the 
Tariff Commission in its present study, and to appraise domestic economic 
problems, or (b) a short-term extension of the Executive’s trade agreements 
authority with no new authority to reduce tariffs beyond that provided in the 
1955 act. 

Respectfully submitted. 

CHARLES M. Gray, 
Manager, Insulation Board Institute. 
CHICAGO, ILL. 


The CuatrMAN. Our next witness is Joseph W. Foss. 
Mr. Foss, please identify yourself for the record by giving us your 
name, address, and the capacity in which you appear. 


STATEMENTS OF JOSEPH W. FOSS, CARACAS, VENEZUELA; JOHN F. 
GALLAGHER, WISCONSIN, PRESIDENT, VENEZUELAN SUBSIDIARY 
OF SEARS, ROEBUCK & C0.; AND GEORGE H. SPIERS, UTAH, PRESI- 
DENT, CIMA CONSTRUCTION CO., APPEARING ON BEHALF OF 
AMERICAN CHAMBER OF COMMERCE OF VENEZUELA 


Mr. Foss. My name is Joseph Foss, an American businessman, an 
American citizen. My residence is Caracas, Venezuela. 

The Cuarrman. Mr. Foss, we have allotted you this morning 30 
minutes. Would it be possible for you to conclude your statement 
within that time? 

Mr. Foss. Yes, sir. 

The Cuarrman. All right. You are recognized, and if you do 
omit any parts of your statement, your entire statement, including 
the matters appended to your statement, will appear in the record. 

Mr. Boees. Mr. Chairman, may I say something at that point? 

The Cuarrman. Mr. Boggs. 
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Mr. Boaes. Mr. Foss is president, I think, of the American Chamber 
of Commerce in Caracas. Our subcommittee had the pleasure of 
meeting with him in Caracas last fall, and I should like to commend 
him and his associates for the very fine job they are doing in repre- 
senting our country in the business enterprises there. 

The Cuatrman. Thank you, Mr. Boggs. 

You are recognized, Mr. Foss. 

Mr. Foss. With me today are other members of the chamber whom 
I would like to introduce to the committee: Mr. John F. Gallagher 
from Wisconsin, president of the Venezuelan subsidiary of the Sears, 
Reobuck & Co., and Mr. George H. Spiers from Utah, president of 
CIMA Construction Co. 

The American Chamber of Commerce of Venezuela has more than 
two hundred members, the majority of whom are American citizens. 
The membership of the chamber, together with their affiliates, repre- 
sents hundreds of United States citizens and corporations whose 
products, services and facilities are sold throughout Venezuela. A 
listing of the companies and organizations represented by our mem- 
bership reads like a Who’s Who of United States financial, industrial, 
and commercial enterprise. 

None of the American oil companies doing business in Venezuela 
are members of the chamber. Although we do not speak for nor 
purport to represent their interests, it would be iihostls to discuss 
trade and commerce between the United States and Venezuela without 
discussing Venezuelan oil exports since oil is in reality the principal 
medium of exchange used to support the commerce between the two 
nations. 

We have traveled more than two thousand miles to appear before 
your committee for the purpose of expressing our views as to the 
extension of the Trade Agreements Act. The reason is relatively 
simple. We recognize that the Congress, as well as the executive 
branch, is under considerable pressure to change our present laws 
and policies with reference to trade reciprocity to the end of either 
specifically restricting imports of some commodities, such as oil, or 
to change the Trade Agreements Act in such a manner as would 
permit or require other branches of our Government to impose more 
restrictive measures on imports. 

The possibility of such changes is of concern to all Americans en- 
gaged in the highly competitive field of foreign trade as it exists today. 
It is particularly alarming to those of us who are in the foreign trade 
front lines engaged in trying to not only maintain but expand Ameri- 
can interests in Venezuela. Venezuela is one of our best foreign 
markets and the reciprocal trade relationship existing between the 
two countries is in effect a model example of the real benefits of free 
enterprise and trade reciprocity working at its best. 

We are here to strongly recommend that the Congress extend the 
Trade Agreements Act in a form that will not impair our present 
advantageous trade relations with Venezuela and by example en- 
courage the expansion of similar trade relationships with other na- 
tions throughout the Western Hemisphere. As American citizens, 
we believe that such trade relationships are to the best interest of 
the greatest number of Americans. As American businessmen, we 
are interested in preserving a business climate in which we have in- 
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vested a substantial portion of our working life, our capital and our 
future business security. 

Let us review the growth of the trade relationship between the two 
countries and attempt to appraise the basis, implications, and poten- 
tials of this relationship from the standpoint of economics, national 
security, and the furtherance of international trade and friendship 
throughout the Western Hemisphere. 


BASIS OF UNITED STATES-VENEZUELAN TRADE RELATIONS 


Venezuela is our closest South American neighbor, being 1,800 miles 
from Florida and within 8 hours’ flying time from New York. Vene- 
zuela has been a friend and ally of the United States in times of peace 
as well as conflict since her liberation in 1821 under the leadership of 
the patriot Simon Bolivar. Oil was discovered in Venezuela in 1914, 
and by the late 1930's, Venezuela began to be an important market for 
American products. As will be noted from the following table, 
United States exports of goods and commodities to Venezuela have 
increased from $19 million in 1935 to approximately one billion dollars 
in 1957: 

Growth of Merchandise Exports from the United States 
to Venezuela—1935 to 1957 


Value of Value of 
Year: (ntltione) Year—Continued ( miltions ) 
REET ee Ee BB cc ee ea ee tee . $500 
IR cibti x hs Diath bianca ae 69 190s 2 bade Ua ce eae 513 
es ate sain hak teeth o> ae ON iin tesa tices ttdipcs 44d 531 
7 a Se 518 acti tittle dh ice ceiiis 554 
1950 Ce ee ee 400 __ptabeteeeatiipatntnettae ED. “Rites _ 648 
1951 est eee Gl nd 456 1957 (estimated)__._._____ 1, 000 


Source: U. S. Department of Commerce Report No. FT 420, United States Exports of 
Domestic and Foreign Merchandise, Country of Destination by Subgroup (except 1957). 

It should be noted that these figures do not include the value of 
invisible or intangible exports and benefits which in 1957 are estimated 
to be between five hundred and six hundred million dollars, making a 
grand total for that year of approximately $1,500 to $1,600 million. 
This contrasts to our purchases from V enezuela for the same year 
amounting to approximately $900 million. 

Your attention is specifically directed to the significant increase in 
American exports to Venezuela after the two countries entered into a 
bilateral trade agreement in 1939, within the framework of our Trade 
Agreements Act of 1934. U nder the terms of that agreement, the 
United States granted concessions on only two commodities of con- 
sequence, crude petroleum and fuel oil, and in return Venezuela 
granted concessions on approximately one hundred items of various 
types.’ 

This is a working example of a bilateral trade agreement wherein 
the United States received beneficial concessions in return for bene- 
ficial concessions granted. This, gentlemen, I understand is the true 
intent of the Trade Agreements Act. 

1 We are advised that the major portion of oil exports to the United States consists of 


heavy commercial fuel oil, residual, and heavy crude oil, which supplements but does not 
supplant domestic oil production. 
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This trade agreement with Venezuela was renegotiated in 1952, at 
which time the United States received concessions on approximately 
one hundred items in return for further concessions on imports of 
crude oil and fuel oil from Venezuela. It is noteworthy that since 
that time commodity exports to Venezuela increased from $500 million 
to $1 billion. 

Probably very few Americans are aware of the existence of this 
agreement which has been the basis for the expansion of trade be- 
tween our two countries, but I can assure you the great majority of 
Venezuelans are aware of it and vitally concerned. 

If our Nation in its wisdow finds that oil imports from Venezuela 
should be restricted, surely we should proceed to this end not by 
unilateral action, but in accordance with the terms and provisions 
of this contract which is so mutually advantageous. If we must re- 
treat from our international commitments, let us do so with caution 
and in accordance with the provisions of those commitments. 


THE ECONOMIC ASPECTS 


The people of every State in the Union benefit directly or indirectly 
from our trade with Venezuela. The 10 leading States in order of 
importance of commodity exports are: New York, Michigan, Ohio, 
New Jersey, Pennsylvania, Illinois, California, Indiana, Wisconsin, 
and Texas. 

When it comes to changing laws and governmental regulations, it is 
quite normal for people to ask, “How does this affect me?” I pre- 
sume that congressmen are concerned with the question, “How does 
this affect my constituents?” We submit to you information which 
will answer some of those questions. I refer you to exhibit 1 to my 
testimony, which shows the United States exports of domestic mer- 
chandise to Venezuela for the year 1956 by categories and amounts. 
Those familiar with the various agricultural products, goods and 
commodities produced in their states can from this report get some 
idea as to what Venezuela is using that is produced in their home 
section. 

A study was completed in 1955 by Econometric Specialists, Inc., 
of New York, N. Y., wherein they traced 60 percent of American 
exports to Venezuela to their source of origin. Their findings, as re- 
flected by exhibit 2, show by city and state some of the various com- 
modies exported to Venezuela. You can well imagine how: much 
greater this showing would be if the 100 percent of our exports to 
Venezuela were traced to their source for the year 1957 when our 
market had expanded to more than one billion dollars. 

I think it is further noteworthy that Venezuela is our second 
largest world customer on a per capita basis. This ranks Venezuela 
ahead of other important customers, such as the United Kingdom, 
France, Western Germany, and Japan—second only to Canada among 
all nations. 

In addition to those who benefit directly from exports of com- 
modities, there are the millions of American stockholders who hold 
an interest in companies that either engage in business in Venezuela 
ar sell products to Venezuela. Added to this are the thousands of 
people who participate in shipping and transportation of these com- 
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modities, as well as being employed in insurance companies, banks, 
and service organizations that finance, insure and service this trade. 
When we review the specifics of this particular export market, as 
distinguished from generalized figures, we soon see the widespread 
nature of the benefits to the citizens of our country from this ad- 
vantageous market in Venezuela. 

Now let us examine how Venezuela benefits from exports to the 
United States. Since oil is the principal export, some would infer 
that only the persons employed by the oil companies are the bene- 
ficiaries. This is far from the truth. Since Venezuela is primarily 
a one-crop country, that crop being oil, oil production and refining 
is the backbone of its economy, and this industry directly and in- 
directly accounts for a substantial portion of the jobs in Venezuela. 
Such is not the case in the United States with our highly diversified 
economy wherein the oil industry is only one segment. 

If oil imports from Venezuela were restricted, the principal bene- 
ficiaries in the United States would be a part of the independent 
producing segment of the domestic oil and coal industry, and those 
who incidentally benefit therefrom. These benefits could, at the most, 
only be in proportion to the amount of oil imports restricted. 

Certainly I can conceive of no one in Venezuela benefiting from 
restrictions on Venezuelan oil imports into the United States. With- 
out this oil export market and the dollar return therefrom, 
Venezuela would necessarily have to curb its purchases from the 
United States, thus affecting thousands of producers and laborers 
throughout our country. The only possible foreign beneficiary of 
restrictions on our trade with Venezuela would be those other nations 
of the world with whom Venezuela may be forced to trade because of 
curtailment of its American markets. 

After a cold analysis of these facts and factors, it appears to our 
chamber that from the standpoint of economics, any action which 
would place undue or unreasonable restraint on Venezuelan exports 
to the United States would in turn decrease our exports to that 
country, and discourage further investment, with the result of im- 
posing adverse effects on more Americans, not to mention Venezuelans, 
than would ever be benefited. 

The United States has set itself up as the champion of trade reci- 
procity, increased and liberalized international trade, and private 
investment, free enterprise development of our neighbors in the 
Western Hemisphere. Private American investment in Venezuela is 
some $3,500,000, second only to our investments in Canada. 

Our experience in Venezuela, where this private capital has op- 
erated within a climate of free enterprise and caulialte treatment, 
provides a classic example of the mutual benefits that can be de- 
rived from a commonsense utilization of foreign capital by a country 
gifted with great natural resources. The facts and figures amply 
confirm this. Furthermore, this has all been done within the frame- 
work of private initiative, with absolutely no government aid from 
abroad and in turn no burden to the American taxpayer. Even to- 
day, Venezuela asks nothing from us other than that we buy from 
them in order that they may buy fromus. In other words, they want 
to do business with us in accordance with the spirit and letter of the 
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trade agreement which exists between the two nations. This is not 
an unreasonable request. 


THE NATIONAL SECURITY 


Apparently most domestic groups who seek protection against 
foreign imports sooner or later seek to show that such restrictions are 
not only necessary from an economic standpoint, but are also vital to 
the national security. Most proponents for oil import restrictions are 
no exception to this rule. Asa matter of fact, it is the basis for their 
principal argument, and likewise is the basis on which the current 
system of voluntary quotas is predicated. 

Let us examine the situation as to national defense or national 
security as related to oil imports. It is consistently stated that “there 
is no security in foreign oil.” Apparently those who make these ob- 
servations are unaware of the historical facts that refute this, in the 
case of Venezuelan oil, since we have depended upon this oil in the 
past, during World War II, during the postwar fuel shortage along 
the Atlantic seaboard, during the Korean war, and, more recently, the 
Suez crisis. 

Furthermore, we have had the assurance that we could depend upon 
this oil because of the geographical and historically friendly ties 
uniting us to Venezuela. At the outbreak of the Formosa crisis, the 
Venezuelan Foreign Minister stated his country’s position: 

In view of the problem faced by the free world, and in particular the United 
States of America, as a result of the tension created by the situation in For- 
mosa, I would like to reaffirm to our sister nation to the north, in the name of 
the government and the Venezuelan people, our sentiments of sincere and 
traditional friendship, our firm moral support, and assure them that the 
natural and strategic resources of Venezuela, especially the petroleum and iron 
ore, will be available to the cause which has obliged President Eisenhower to 
solicit from Congress special powers for safeguarding the ideals of liberty and 
justice. 

In spite of this historical refutation, if we still assume there is no 
security in foreign oil, are we also to assume there is no security in 
foreign bauxite, 3 manganese, tin, tungsten; and many other strategic 
materials which we understand the United States does not possess in 
enough abundance to wage an all-out war? Should we ignore that 
Venezuelan iron ore, mined by American companies, is combined with 
Pennsylvania coal to produce steel in Pennsylvania mills, and would be 
vital toa future war effort? If we. ‘arry their argument that strategic 
materials from foreign sources will be unavail: ible in time of war to 
its logical conclusion, does this mean that we should gracefully sur- 
render now, or does it mean that perhaps we should reasonably con- 
serve our own inadequate resources and supplement them more heavily 
in normal times from foreign sources? Let us not through legislative 
mandate jeopardize or in any manner impair the availability of these 
necessary raw materials from whatever source they must come. 


WHAT IS THE SOLUTION ? 


This committee is faced with the problem of trying to find a 
solution or solutions to this problem of how we can balance imports 
and domestic productivity in such a way as to insure our domestic 
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economic stability as well as our national security. In the process 
of doing this, I am sure that the committee is also concerned with 
achieving these solutions in such a manner as will minimize, or 
eliminate if possible, impairment of our foreign trade. This is not 
an easy task. Admittedly, those of us who come before you do so 
with viewpoints that are flavored in one degree or another by our 
own interests. Each of us feels that our viewpoint or position is 
equitable, and I am no exception. We recognize that this committee 
has a difficult task in reconciling self-interest with that which is 
for the greatest good of our people. I have tried to demonstrate with 
facts plus conclusions drawn from those facts that a continuation 
of our previous policies on reciprocal trade have definitely worked, 
in the case of our relationship with Venezuela, for the greatest good 
of the most people. We do not profess to be experts on the results 
of this program as it applies to shes nations in the world. However, 
we definitely have seen its benefits in the Western Hemisphere. We 
believe that if those policies are continued, the ultimate result will 
be a further expansion of our trade everywhere, and particularly 
in the Western Hemisphere. We are equally convinced that a devi- 
ation from this policy which would produce undue or unreasonable 
restrictions on the exports from our friends in the Western Hemis- 
phere will not only jeopardize our economy and impair our national 
security, but, of more consequence, could set in motion a chain of 
events that would seriously damage our economic, social, and political 
relations with our foreign friends. 

By way of specific suggestion on the oil imports issue, we submit 
the following for your consideration : 

First, we believe that before any action is taken on oil imports, either 
by the legislative or executive branch of the Government, con- 
ferences should be held with representatives of those countries from 
which our foreign oil supplies come, with a view toward working 
out with them amiable and mutual understandings on. this problem. 
We believe that the principal nations involved are sufficient! y aware 
of our domestic problems and we of theirs that we can reach better 
solutions in this way than if the United States imposes restritcions 
by unilateral action. 

Secondly, we recommend that any modifications of our trade 
relationship with Venezuela be made under the terms and provisions 
of the agreement now existing between the two nations. 

Thirdly, that in the administration of our trade agreements pro- 
gram, the maximum possible consideration should be given to the 
interdependence of the nations of the Western Hemisphere. 

We believe that within the framework of these recommendations 
and suggestions, this Nation of ours can continue its expansion of 
world trade while at the same time preserving for itself and friends 
abroad economic stability and military security. 

In closing, gentlemen, we would like to digress from the more specific 
reference to our trade relations and direct your attention to our social, 
economic and political relations with the other countries of the free 
world. At this very moment, some of our friends and neighbors are 
at a crossroads in their struggle to establish a more democratic way of 
life in both their political and economic affairs. The United States 
has declared itself a champion of such principles throughout the world, 
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and we have dedicated both our economic and human resources to this 
end. At this critical moment in world affairs, we must not foster the 
interests of those opposed to such principles, which would certainly be 
the case should our legislative action damage the trade relationship 
with and in turn the economies of our friends. 

Mr. Exsernarter (presiding). Does that complete your statement, 
Mr. Foss? 

Mr. Foss. Yes, sir. 

Mr. Esernarter. The committee thanks you very much for your ap- 
pmne and we particularly commend you for making a long trip up 

ere to present what I consider to be a powerful argument in support 
of this program. 

Are there any questions ? 

Mr. Boaes. I have a few questions. 

Mr. Exsernarter. Mr Boggs will inquire. 

Mr. Boaes. There are quite a few American industries doing busi- 
ness in Venezuela, are there not ? 

Mr. Foss. Yes, there are a great many American industries doing 
business in Venezuela. They run into the hundreds. 

Mr. Bocees. If Venezuela was unable to trade with the United 
States, this business from all over the United States would cease to 
exist, would it not ? 

Mr. Foss. I feel confident that, to the extent that exports of Ven- 
ezuela to the United States were affected, in turn our own exports to 
Venezuela would be affected. 

Mr. Boces. What would be, in your opinion, the psychological effect, 
not only in Venezuela itself but in the American business community 
in Venezuela if we failed to extend the Trade Agreements Act. 

Mr. Foss. Mr. Boggs, I think that is probably one of the most im- 
portant aspects of this whole matter at the present time. We must 
remember that Venezuela is one of the outstanding examples in the 
Western Hemisphere, with the exclusion of Canada, where American 
private capital has had an open door to go in, invest their money and 
assist in the development of these extractive industries. It has been 
mutually beneficial to both Venezuela and to the United States as well 
as highly beneficial to American private investment. 

The country (Venezuela) is looked at in the Western Hemisphere 
as an outstanding example of the mutual benefits that can be derived 
and, if our good partner and friend, because of action which might be 
taken by the United States, were damaged, I think it would be dam- 
aging to the whole principle that we talk about in our relations with 
these Latin American people. 

Mr. Boees. Thank you very much. 

That is all, Mr. Chairman. 

Mr. Esernarter. Are there any other questions ? 

Mr. Curtis. Yes. 

Mr. Esernarter. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Venezuela is not a member of GATT, is that true ? 

Mr. Foss. Congressman, I am sorry, but frankly I cannot answer 
that. 

Mr. Curtis. Well, I think it is true that it is not. 

You mention, of course, that we have a bilateral trade treaty with 
Venezuela. 
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Mr. Foss. That is true. 

Mr. Curtis. One of the basic arguments for a reciprocal trade 
formula is that it permits multilateral agreements and, inasmuch as 
you are pleading here, for course, for the extension of the reciprocal 
trade formula, the case of Venezuela would seem to establish that 
bilateral trade agreements have worked very effectively as opposed to 
multilateral. 

Mr. Foss. I must admit that in the case of the trade treaty between 
the United States and Venezuela, the bilateral trade agreement has 
worked very effectively. The bilateral trade agreement between the 
two countries has been worked out within the framework of the Trade 
Agreements Act. 

Mr. Curtis. The usual argument for the reciprocal trade formula 
or method or procedure is that it will permit multilateral agreements. 
We could work the bilateral agreement without the reciprocal trade 
formula, could we not ? 

Mr. Foss. Well, can I answer that question in this way. Perhaps 
this is a selfish answer. We ourselves are primarily concerned with 
and interested in the trade relations between Venezuela and the United 
States and the direct and indirect effect on the remaining countries in 
the Western Hemisphere. 

Mr. Curtis. The reason I raise this question is that the issue before 
this committee is that no one is arguing that we should not have 
foreign trade. The whole issue is how shall be handle the foreign 
trade as related to the Congress and the executive and, in turn, our 
country and the other countries. 

The example you give us is of a successful bilateral trade agreement, 
and I think you made a good point for it, but it also points out that 
it can be done apparently through that formula quite effectively, and 
does not necessarily have to be by the multilateral method. 

Mr. Foss. I think that we have attempted at least to make our point 
in this way. We are not experts on trade treaties or the techniques of 
making them. We would like to ask the members of the committee 
for their cooperation in seeing that nothing is done to the Trade Agree- 
ments Act or the principle okdeipeanal trade that would damage our 
trading relationship with customers and partners such as Venezuela. 

Mr. Curtis. Why do you presume that it would? That is the real 
issue. 

There are many different ways in which we could handle your trade. 
Do you not agree that essentially the reason there is this increase in 
trade between the United States and Venezuela is because Venezuela’s 
basic economic situation has advanced, and really it is not so much 
the method by which we decide to trade with each other as it is what 
is the basic economy of the two countries. 

Venezuela, having become rich through the discovery of oil, is in 
a position through her economy to work out the trade agreements 
with whomever she might choose, but the basic thing is her economy, 
would you not agree, rather than how the trade relations are worked 
out ? 

Mr. Foss. In reference to your remark about Venezuela’s economy 
having become rich, we would certainly be the first to admit that 
Venezuela has been a prosperous country because of the discovery of 
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petroleum because the American companies have been allowed to go 
in and develop that petroleum economy. 

You must remember that there are other countries south of the 
border that have ample resources of petroleum and that has not 
necessarily made them rich and prosperous. 

Mr. Curtis. Let me drive home to get the point across. 

Nor has the formula for trade agreement made them prosperous. 
It is not the formula that makes them prosperous; it is how they 
develop their own international economy. They have done a good 
job in Venezuela. That is the essence of that, not the argument 
that this proves that this is a good way of trade. 

Mr. Foss. Talking about the domestic economy of Venezuela, our 
proposition here is not that we are insisting that Venezuela’s economy 
should be maintained on a prosperous basis; our presentation here 
is an attempt to show that Venezuela’s prosperity has contributed to 
the prosperity of hundreds of American companies, both within the 
United States and in Venezuela, together with the millions of workers 
and stockholders and others who are connected with it. 

Mr. Curtis. I cannot agree more, and I think as other sections of 
the world increase their economy, we are going to benefit also. That 
is, of course, basic. 

All I am concerned with is that we are trying to study here proce- 
dure as to how we shall trade, and see how that bears on the thing. 

One question I would like to ask is, how sizable is the American 
colony in Venezuela ? 

Mr. Foss. The estimates are between 70,000 and 80,000 Americans. 
It is by far the largest American community abroad. 

Mr. Curtis. You have a very nice breakdown of United States 
exports of domestic merchandise to Venezuela. How much of that 
is actually sent over there to service the American colony and the 
American industries developed there, and how much of it is actually 
going to what we might call the indigenous Venezuelan economy ? 

Do you know the breakdown ? 

Mr. Foss. I, of course, could not answer that in percentage figures, 
but I think I can give a satisfactory answer. 

I would say that a very small percentage is the import for direct 
use by the American colony. After all, the population is about 
6,500,000, and we Americans represent a very small percentage of that, 
although it is a substantial group. 

Mr. Curtis. That is the whole point of asking questions. 

It would seem so if it were on a per capita basis, and certainly, look- 
ing at your breakdown, a great deal of the imports into V enezuela, 
which represent our exports, are for the oil industry and obviously 
other industries which have been established. 

Mr. Foss. That is true. 

Mr. Curtis. I am not bringing this out to necessarily argue one con- 
clusion, but simply to get this picture. I think maybe it will also 
show that the indigenous Venezuelan economy has benefited, too. 

I would like to know how much because that is a very important 
thing from the standpoint of our foreign relations. If we are just 
establishing a colony in Venezuela, and industry in Venezuela, for our 
own benefit and the indigenous economy of Venezuela does not go up 
along with that, we may not have very long to say. 
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Let me ask one final thing. 

What is the average wage scale in Venezuela now? Has that been 
increasing ? 

Mr. Foss. Yes, the wage scale in Venezuela is, of course, by far the 
highest in Latin America. It is applicable down through all sectors 
of the economy, not only the American community. 

The fact of the matter is, I believe, that figures have been presented 
before this committee that show and indicate that the oil wages in 
Venezuela are, in a general sense at least, the equivalent, and in some 
cases greater than, those in the United States. 

Mr. Curtis. Is that excluding the American employees? 

Mr. Foss. Yes. Actually, the American industrial enterprises in 
Venezuela are encouraged to employ maximum possible Venezuelan 
labor. That percentage today, I understand, is something in the 
neighborhood of 90 percent Venezuelan. 

Mr. Curtis. Also, there has been a scaling up of the type jobs that 
the Venezuelans hold? 

Mr. Foss. That is correct. In the major oil companies—the prin- 
cipal business in Venezuela—we find Venezuelans as members of their 
boards of directors and in executive positions. You will find actually 
very few Americans today, percentagewise, participating in that oil 
business. 

Mr. Curtis. I want to pay by compliments to the way the American 
industries have handled themselves in that respect. In my opinion, 
that is the way we make friends abroad. 

Mr. Esernarter. Mr. Ikard will inquire. 

Mr. Ikarp. Mr. Foss, you have made a very interesting statement 
here. I know that all of the committee is conscious of our long and 
very fine relationship with Venezuela. 

On page 14 of your statement, where you outline the steps that 
should be taken with reference to oil imports or any control of them 
or reduction of them, I wonder if you could tell us what the nature 
of the negotiations that are now going on in Caracas in this field are. 

Mr. Foss. Congressman, I am sorry, but we do not know just what 
the nature of that meeting is: 

Mr. Ikarp. We donot either. 

Mr. Foss. The fact of the matter is we left Caracas before the 
United States committee group arrived. 

Mr. Ikarp. Let me ask you this: This trade that we have had with 
Venezuela in this country has been certainly mutually advantageous 
through the years. It has been helpful to Venezuela, I think you 
would admit, and it has probably been very helpful to us. 

Do you think the relationship as you outlined has been one that has 
been very friendly for many, many years? 

Do you think that it is really being unreasonable when the pro- 
duction of oil in this country is pr obably the most closely regulated 
business, at least in the natural resource field, productionwise, that we 
have, and when, on account of the fact that we have an oversupply 
at the moment of both products and crude, and our domestic industry 
has had its activities reduced substantially. 

Do you think really it is unreasonable to ask our friends to share 
this depression with us just as they have shared the days of pr osper ity 
with us, as long as certainly it should be done in a way that is fair? 
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I know this will not offend anybody. We all admit that there should 
be imports and I do not think anybody would suggest that they be cut 
off, but the point I am making is that it seems to me that these people 
who have been our friends and are our friends would be willing to 
understand that we have a market situation that requires all of us 
to curtail our activities. Until we get out of this depressed period, 
and that it is not unreasonable at all, when our domestic industry is 
being controlled and practically shut down, that the countries who 
operate in this market should also accept some control or restriction. 
Twould like your comments on that. 

Mr. Foss. I would be glad to attempt to answer that question. 

First, I would like to say that we as a chamber are basically opposed 
to restrictions on the imports of Venezuela oil into the United States. 
By the same token, I am sure that our Venezuelan friends recognize 
that there is an international oil problem today. They recognize that 
we are in the throes of a recession or depression, whichever word you 
use, and they are drastically affected by that depression, just as are 
our own States here in the United States. 

I feet that certainly they are reasonable people and will consider 
reasonably problems that exist. We, of course, cannot speak in any 
sense for the Venezuelan Government. 

Mr. Ixarp. I understand that. 

Mr. Foss. Nor can we speak for the American oil companies, be- 
cause as it happens, none of us are oil men. 

I am sure that the long history of friendship and mutual under- 
standing between the two countries would indicate that a solution can 
be found that would be perhaps mutually acceptable. 

Mr. IKxarp. The situation that has brought this thing to a head is 
that we have had and do have means for dealing with this problem in 
the present law and in the previous Trade Agreements Act, and largely 
dedicated to our executive branch, and to this point effective action 
has not been taken, so that I think you can understand, as you reflect 
on it, the attitude of the people in the domestic industry. 

While they recognize everything that you have said about the close 
bonds that have existed between Venezuela and the United States, and 
it is their hope at least that they will not do anything to jeopardize that 
relationship, on the other hand, it has become a situation that just 
means survival, and that is a very critical spot for an industry to be in. 

I believe that is all, Mr. Chairman. 

Mr. Esernarter. Mr. Simpson will inquire, Mr. Foss. 

Mr. Srvpson. Sir, you refer to the fact that if oil imports from 
Venezuela were restricted, the principal beneficiary in the United 
States would be that part of the independent producing segment of 
the domestic oi] an coal industry and those who, incidentally, benefit 
therefrom, and that these benefits could at the most only be in pro- 
portion to the amount of oil imports restricted. That makes good 
sense to me. 

I would like to see those people who would benefit in the United 
States who are suffering today receive that benefit. 

Now, do you object to that ? 

Mr. Foss. We certainly do not, Congressman. 

Mr. Stmpson. Then do I assume that you do not object to some 
reasonable limitation upon exports from Venezuela of oil and so on. 
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Mr. Foss. Well, if I may, to answer the question, digress just a 
bit, we have to remember that for Venezuela for all practical pur- 
poses there is nothing else but oil. That is their economy. We can- 
not speak for the Venezuelan people, but we would be inclined to feel 
that their reaction is the following: 

Their oil has been available to this country in times of peace as 
well as times of difficulty throughout its history of production. They 
have a great deal of faith and confidence in the nited States and 
they just feel that action will not be taken that is going to drastically 
damage this economy, particularly when the opposing interest in the 
United States, akanak we admit it is fara oi important, is rela- 
tively small compared to their problem as a one-product country. 
After all, it is 1 or 2 out of many basic industries in the United States. 

They feel that solutions can be found that will not affect their 
economy drastically, which is 100 percent dependent on petroleum, 
and at the same time solve the problems of the sectors in the United 
States that are affected. 

Mr. Srmpson. I had some difficulty in hearing all of your answer. 

The question I asked was whether you representing the chamber 
of commerce would object to reasonable curtailment of export of oil 
in order to remedy this condition which you refer to in the United 
States for those people who would be the beneficiaries if oil were 
restricted. 

Mr. Foss. I think the answer to that is the action that has already 
been taken to a certain extent on a voluntary basis. Actually, I do 
not have the exact figures, but we have been told during the past week 
in fact that Venezuela has reduced her petroleum production and 
exports considerably more in proportion cas has been the case here 
in the United States. 

Although we do not want to get into the technical aspect of the 
oil industry or its marketing and distribution problems because we are 
not competent to do so, I understand that that reduction is largely 
related to the area of the United States most concerned or most in- 
volved in the Venezuelan oil export situation, that is the one east 
of the Rocky Mountains, and that in relation to that picture Vene- 
zuela’s reduction during the past months, I believe 5 to 6 months, has 
been considerably more than has been the case in the United States. 

Mr. Stmpson. Is it proper for me to assume that you do agree with 
recommendations made by the Cabinet Committee and ODM to the 
extent that they say curtailment is necessary on account of the na- 
tional interest ? 

Do you, representing the Chamber of Commerce in Venezuela, 
agree with them? 

Mr. Foss. Well Congressman, it would be a bit presumptuous of 
us, I think, to disagree with the President’s Cabinet Committee. 

Mr. Stmpson. Where the area of national security is involved, it 
would be questionable, I should think. 

Mr. Foss. We have tried to point out, I think, in our presentation 

‘that, in some aspects of the national security, certainly we agree with 
conservation of everything that is needed for our national security. 

We have tried to point out in our statement that perhaps in the 
case of oil there are other considerations to be taken into effect in this 
problem of national security. 
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Mr. Srmpson. You and I know that the Cabinet Committee does 
go into all of those factors out of which they make the recommenda- 
tion for curtailment. 

I just suggest that where the issue is national security upon which 
the curtailment is recommended, I think it is unwise to contest that, 
or do we prefer to have a law on the subject ? 

Mr. Foss. If I understand your question, Mr. Congressman, we did 
not contest the principle of protecting the interests of the United 
States in the interests of national security in any way. 

Mr. Srwpson. Even if it requires the curtailment of imports of oi] 
from Venezuela by law? 

Mr. Foss. We would dislike to admit that. 

Mr. Srwpson. All right,sir. You do not object to it. 

I am interested in this publication. Would you mind telling me 
by whom that was prepared ? 

Mr. Foss. The econometrics report ? 

Mr. Stmpson. Exhibit No. 2. 

Mr. Foss. Yes. That was prepared by the Econometrics Special- 
ists, Inc., of New York. 

Mr. Stmpson. Was it prepared at your request ? 

Mr. Foss. No, it was not. 

Mr. Stwpson. At whose request was it prepared ? 

Mr. Foss. The original copy which was given to us came from 
Creole Petroleum Corp. 

Mr. Stwrson. Do you know how much money was involved in its 
preparation ¢ 

Mr. Foss. I have no idea. 

Mr. Stmpson. I have one other question. 

You mentioned here that none of the American oil companies doing 
business in Venezuela are members of the chamber. Are any Ameri- 
can oil companies members of the chamber ? 

Mr. Foss. No, sir. We have no American oil company members. 

Mr. Simpson. Do you have members of the chamber who work 
for the American oil companies? 

Mr. Foss. Mr. Spiers advises me that we do have 2 or 3 individual 
members; yes. 

Mr. Srvpson. Are you here specifically at the instigation of the 
Creole Oil Co. ¢ 

Mr. Foss. Mr. Congressman, we certainly are not. We are here 
on our own initiative to try to tell the story from the point of view 
of American businessmen resident and working in Venezuela of what 
we think restrictions would do to the best interests of the greatest 
number of American citizens. 

Mr. Stmpson. In Venezuela? 

Mr. Foss. And in the United States. 

Mr. Stmpson. Thank you, sir. 

Mr. Esernarter. Are there any further questions? 

We thank you again. The committee is very grateful for your 
appearance. 

Mr. Foss. Thank you very much for your time. 

(Reports referred to follow :) 
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ExHIBIT 1 TO TESTIMONY OF JosSEPH W. Foss, COMMITTEE ON WAYS AND MEANS, 
Marcu 14, 1958 
United States exports of domestic merchandise to Venezuela, 1956 


[Figures are based on these published by the United States Department of 
Commerce in Monthly Reports No. FT 420, United States Exports of Domestic 
and Foreign Merchandise, Country of Destination by Subgroup] 
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4. Wood and paper: Thousands 
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Other nonmetallic minerals, including precious_________-_-_--- 3, 028 
Total__ earned Seer ent tee ee a ed east ate” See e 
6. Metals and manufactures, except machinery and vehicles: 
ee ee en Soothe nemo nteonnas 1, 337 
Btesianill products; semifinished..._.................-..-._..- 112 
Steel-mill products, rolled and finished______-_______.__._._-_._._-_... 44, 231 
ee ae ahe eee 334 
Railway car and locomotive wheels tires and axles (rolled and 
forged ) Po See ee Rew ag eo Ban tne eel y Se nd 7 
Metal manufactures, exclusive of special category *____________ 44, 245 
Aluminum ores, concentrates, scrap and semifabricated forms__ 1, 399 
Copper ores, concentrates, scrap, and semifabricated forms___-_ 764 
nn ue moat 262 
Lead and semifabricated forms____.-__...___-.______________ 128 
Nickel and pemifabricated forms... <..............- 15 
Za ee Sereraven forme... = te 13 
a Ge Seitenrecncen Tormse..... =... =... 48 
Nonferrous ores and semifabricated forms eee Dealers eda 145 
Precious metals and plated ware, n. e. ¢2_~__--________________ 11 
Ee Oe ee ce See ee ae ee 938, 051 
7. Machinery :* 
Electrical machinery and apparatus, excluding special 
MUI none te ee oe Goo co wt 47, 846 
Engines, turbines, and parts, n. e. c.2_-_.-_--____----__-____ 11, 921 
Construction, excavating, mining and oil field machinery_ 68, 135 
Machine tools and parts, excluding special category 1°__ 314 
Metalworking machines, n. e. c.’, parts and accessories- 2, 077 
Textile, sewing and shoe machinery___-____ oe at BE 2,016 
Other industrial machines and parts___.__--______--_________ 52, 102 
Office machines and ee eee bisde etm icaeckteatd 3, 042 
Printing and bookbinding machinety_______ Tes 741 
Agricultural machines, implements and parts_ atiieiic cuiniacanccs © gage 
a ee ee ee ee 190, 874 
8. Vehicles: * 
Tractors, parts and accessories, except special category 27_____ 11, 650 
Automobiles, trucks, buses, trailers, parts and accessories, ex- 
cluding special category 2°__....__________ Sbabecld _ 81,716 
Aircraft, parts and accessories, excluding special category 2 2 3, 106 
Watercraft, excluding special category 17 ~_____--_______ 16, 266 
Railway transportation equipment______- Leese 
Se CIDE RE NINN a. or piclhcth mrt b  a heen diih ween 373 


Footnotes on p. 2017. 


115, 930 
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9. Chemicals and related products : Thousands 
Coal-tar products, excluding special category 2?____.___________ $831 
Medicinal and pharmaceutical preparations________.________ 13, 282 
CUGREIEET GROUT se saw ecre teen diame trnnnuiinnsin mnie 17, 023 
Industrial chemicals, excluding special categories 1 and 27____ 3, 835 
Pigmenth, DOIOTS GRE TETIIIONs 6 ona ccc tte iincccinccsncue 8, 721 
Fertilizers and fertiliser materiais.......................... 1, 696 
PEO CONGR BIE Gy iicicttic wc entiidmmnieminamnne 1, 281 
Soap and toilet preparations___-_ sac ie ie i ag nic it 1, 987 

Total aie a scsi os i ae ti tala ada ee eatin a 43, 607 

10. Miscellaneous: 

P ae and projection goods, excluding special cate- 

I I a i aka ak a 8, 589 
Se Cotas and professional instruments, n. e. c.’ excluding special 

I ai a erates to a eae eek cglebt male wccaatian 3, 403 
Musical instruments, parts and accessories________.__-_--___-- 4, 302 
ee ee see 2, 264 
TOPE, GEICO GRE DOTCINE BROGNk 5 kona nhc ccidccccccccauenene 3, 481 
Ordnance and pyrotechnics, excluding special categories 1 

er cs ridin cos a rngncetn Rk amahemeieat pees 65 
Books, maps, pic tures and other printed matter, OOo sku 2, 694 
Miscellaneous commodities, n. e ec. exe lations special 

category 1°_- Siaiaie aii aedeeimath deena 17, 778 


Other subgroups___- ane iceceet, apn 


Total oi sebagai ae 40, 892 


TRIN I 5 cc cal ic Me epee pa ca aie aaadcaregsea aaaasatol 6438, 034 


1 Not elsewhere classified. 

2“‘Special categories” include commodities for which export figures are not published 
separately, for security reasons. 

‘In this tabulation, the subgroup, Machinery and Vehicles, has been divided further 
into two groups. 
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EXPORTS 1 VENEZUELA RIGINATE 
N THE TOWNS ANDO TIES SHOWN 





Cities 


Biddeford 
Brunswick 
Buckflield 

Bucksport 


Ashland 
Berlin 
Claremont 
Hinsdale 
Jaffrey 


Brattleboro 
Rutland 
St. Albans 


Attleboro 
Ayer 
Beverly 


Boston 


Bridgewater 


Cambridge ( 


Canton 


RENEWAL OF TRADE AGREEMENTS ACT 


New England States 


MAINE 


Commodities 


Cotton textiles 
Paper products 
Shoe findings and machinery 
Paper products 


NEW 


Napkins, paper towels, toilet paper 
Paper products 

Construction machinery 

Napkins, paper towels, toilet paper 
Shoe findings and machinery 


Cities 


Lewiston 
Poland Springs 
Portiand 

South Paris 


HAMPSHIRE 


Laconia 
Manchester 
Nashua 


Portsmouth 


VERMONT 


Musical instruments 
Cotton textiles, weighing equipment 


Batteries, carbons, electrodes 


St. Johnsbury 
Vergennes 
Other 


MASSACHUSETTS 


Cordage 

Leather tanning and finishing 
Shoe findings and machinery 
Auto parts, centrifuges, electronic 
products, industrial chemicals, labora 
tory apparatus leather manufactures 
safety razors and blades, shoe fab 
rics, textile sewing machinery, water 
distilling equipment 

Nails 

Cameras, carbon paper, films, indus 
trial chemicals, ink, insulated cable, 
office supplies, shoe fabrics, shoe find 
ings and machinery, textiles, wire and 
cable 

Leather tanning and finishing, rubber 


products 


Chicopee Falls 
Dighton 
Everett 
Fairhaven 
Fall River 
Fitchburg 
Framingham 
Franklin 
Gardner 
Gloucester 
Greenfield 
Holbrook 


Holyoke 


Hopedale 
Indian Orchard 


2021 


Commodities 


Cotton piece goods 
Mineral water 
Industria! hardware 
Garden furniture 


Knitting machinery, textile machinery 
Cotton textiles, leather 

Cotton piece goods, plastic toys, shoe 
findings and machinery 

Deep-sea cable 


Industrial scales 
Aircraft parts 
Paper products 


Rubber products 

Chemical products 

Duplication machines 

Iron and steel products 

Cotton textiles 

Paper and paperboard, saws and knives 
Paper tags, labels, seals 

Felt 

Furniture, time-recording clocks 
Glue, mucilages 

Iron and steel products, tools 
Chemicals 

Mining and well machinery paper and 
paper 


technical papers 


products, plumbing fixtures, 


Textile machinery 


Water valves 
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New England States 


MASSACHUSETTS (continued) 


Cite Commodities Cities Commodities 
Lawrence Plastic products, shoe fabrics Woaipole Cotton goods 
Leominster Chemicals Waltham Electronic equipment 
Lowell Leather, shoe fabrics Weorren Pumping machinery 
Lynn Chemical specialties, shoe blacking Fountain equipment, material-handling 
Malden Paints ana pigments Watertown equipment, meat products, pipe valves 
Millbury Felt vibration pads rubber footwear 
Aluminum furniture, cotton textiles, Westboro Coffee and plantation machinery 
New Bedford rayon piece fabrics, shoe findings and grinding wheels 
machinery Westfield Textile machinery 
North Adams Electric machinery Weymouth Liquid household cement 
Palmer Cotton textiles Whitman Tacks and nails 
Peabody Leather Woburn Leather 
Pittsfield Paper products Grinding machines, grinding wheels 
Rockland Rubber products and abrasive gra industrial ma 
South Braintree Auto fabrics chinery, leather manufactures, plastic 
Southbridge Optical impler ts, scientific equ Worcester Ir jing machinery and dye casting 
ment padding presses, punch card filing of 
Fue njection system hair prepara fice equipment, textile sewing and shoe 
Springfield burning equipment, paper machiner 
and paper products, revolvers, service Other Canned fish, chemicals, iron and steel 


station equipment, tools 


MASSACHUSETTS 
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2023 


New England States 


CONNECTICUT 


RHODE ISLAND 


Cities Commodities 
Ansonia Manicure specialties, metal products 
Aerosol bombs, cables, casters, chains, 
dictating and recording equipment, 
. / electric equipment fountain pens, 
Bridgeport metal meddle office eanaeaer and 
equipment, safety razors and blades 
steel castings, typewriters 
Bristol Auto parts, trucks and coaches 
Collinsville Axes, machetes, picks 
Danbury Dyes 
Danielson Motor controls, wiring devices 
Fairfield Fabrics and finishes, storage batteries 
Georgetown Metal fencing, wirecloth poultry net 
ting 
Glastonbury Soap and toilet preparations 
Greenwich Books, magazines, stationery 
Groton Textile products 
y Aircraft parts, electric motors, electric 
f wiring devices electronic control 
Hartford { equipment, household brushes, kero 
\ sence stoves office appliances type 
writers 
Ivoryton Plastic products 
Kensington Paper products, textiles 
Manchester Cleansers, paper and paperboard 
Middletown Brake lining and clutch facings 
Milldale Bottling machinery, pumps, steel tanks 
Bristol Rubber goods 
Central Falls laundry and dry cleaning equipment 
Cotton goods, rubber products, textile 
Pawtucket machinery, textile mill supplies and 


accessories 





Cities Commodities 

Moodus Textiles, twine 

Mystic Marine engines, turbines and parts 
Coffee percolators, hardware, irons, 

New Britain mechanics’ hand tools, textile machin- 


New Haven 


ery, waffle irons 

Cameras, educational toys, electric 

drills, film, mixers, model trains, plas 

tic materials, threading and cutting 
\ machinery, toys 


Oakville Iron and steel manufactures 

Simsbury Blasting supply accessories 

Somers Insecticide sprayers 

Springdale X-ray equipment 
Aircraft parts and accessories, camel 
back, construction equipment, electric 

Stamford shavers, engines, gan ‘cation makers, 
locks, office appliances, pumps 

Stratford Gauges and miscellaneous instruments, 
machinery, safety valves 

Torrington Non-ferrous rods, sheets, tubes and 
wire 

Wallingford Silverware 

Waterbury Brass and copper products, metal 
trimmings 

Watertown Plastic ware 

Willimantic Textile products 

Other Chemicals 


Providence and steel products 


Atomizer equipment, auto parts, hu- 
midifiers, industrial machinery, tron 
machine tools, 
medical rubber goods, water meters 
and repair parts 


VENEZUELA ORIGINATE 
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EXPORTS TO VENEZUELA ORIGINATE 
N THE TOWNS AND CITIES SHOWN 


PEARL 


NEW YORK 













Cities 


Albany 


Arcade 
Bainbridge 
Baldwinsville 
Ballston Spa 
Batavia 
Binghamton 


Buffalo 


Caledonia 
Canandaigua 
Cincinnatus 
Copake 
Corning 


Dobbs Ferry 
Dunkirk 
Eimira 


Endicott 
Evans Mills 
Fulton 
Geneva 
Greenwich 
tlion 

ithaca 
Jamestown 
Johnson City 
Kingston 
Lackawanna 
Le Roy 

Little Valley 
Lockport 
Mariaville 


RENEWAL OF TRADE 


AGREEMENTS ACT 


Middle Atlantic States 


NEW YORK 


Commodities 


Cleansers, detergents, lye and caustic 
soda, napkins, paper towels, toilet 
paper 

Powdered milk products 

Chemical products 

Wheat flour 

Leather 

Agricultural sprayers 

Paper products, photographic products 
Ceramic supplies and equipment, con- 
crete admixtures and coloring agents, 
dental gold and supplies, fibreboard, 
flour and cereals, iron and steel manu- 
factures, liquid meters, medicines, 
metal hospital furniture, mining ma 
chinery, office appliances, packaging 
machines, pumps, rubber products, 
sugar cane machinery, television sets 
wallboards, welding equipment 

Liquid chlorine 

Enamelware, galvanized wire 
Powdered milk products 

Safety equipment 

Glass products, laboratory apparatus, 
laboratory glassware 

Flavoring extracts, medicines 
Locomotives 

Auto parts, office appliances, oil pur 
ifiers, television tubes, typewriters, 
valves 

Business machines 

Powdered milk products 

Facial and toilet tissue 

Kitchenware 

Textiles 

Office appliances 

Office appliances 

Metal office furniture 

Office equipment and supplies 

Rock crushing equipment 

Iron and steel 

Tools 

Powdered milk products 

Autos and parts 

Glassware 


Cities 


Massena 
Middletown 
Monticello 
Newburgh 

New Hyde Park 


New York 





2025 


Commodities 


Aluminum products 

Tools 

Synthetic oils 

Felt, lighting fixtures 

Electronic products 

Abrasives, adhesives, aircraft, aircraft 
parts and accessories, artificial leather, 
artist supplies, asphalt roofing ma- 
terial, auto parts and service equip- 
ment, belt and chain conveyors, belts, 
books, bottling equipment, bourbon, 
buttons, canned foods, cardboard 
wardrobes, carpets and rugs, cement 
making machinery and parts, ceramic 
supplies and equipment, chemical 
products, chewing gum, church equip- 
ment, cleansers, coated fabrics and 
papers, compressors, conduits, con- 
struction machinery, construction ma- 
terials, cosmetics, cotton manufac- 
tures, cotton thread, dairy products, 
dental alloys and products, display 
equipment, Goughnuts, dresser sets, 
elastic tape, electric products for auto- 
motive vehicles, electric machines and 
appliances, electric utility equipment, 
electronic products, engines, filing 
supplies, filters, firearms, fire-fighting 
equipment, floor coverings, flour, food 
and food products, fresh fruit, frozen 
fish, fuel pumps for autos and trucks, 
garment 
gifts, glass bottles, handkerchiefs, hard- 


manufacturing machinery, 


ware, hops, hydraulic vulcanizers, in- 
dustrial adhesives, industrial glass con- 
tainers, industrial machines, inks, insu 
lators, iron and steel products, jewelry, 
kraft boards, laboratory apparatus and 
materials, ladies wear and undergar 
ments, lead products, leather manufac- 
tures, lithographic supplies, machinery 
and parts, magazines, magnetic record 
ing equipment, maps, marking devices 
meat products, medical instruments, 
metal coatainers, metallic stearates, 





2026 


Cities 


New York 
(con't) 


Niagara Falls 


Nunda 
Olean 


Oneida 


Oswego 


RENEWAL OF TRADE AGREEMENTS ACT 


Middle Atlantic States 


NEW YORK 


Commodities 


metal products, motion picture and 
communications equipment, motion 
pictures, motorcycles, newsprint, non- 
metallic minerals, nuts, nylon goods 
office machines and equipment, olives 
optical goods, paint brushes, paints 
paper and paper products, paper cups 
paper liquid food containers, pencils 
petroleum products, pharmaceutical 
chemicals and products, phonograph 
records, photo and projection goods, 
pianos, pictures, pigments, pipe, plas 
tic hoses, plastics and products, ply 
wood products 


pneumatic riveting 


equipment, potatoes, precision cast 
ings prefabricated shower cabinets 
and glass shower doors, printing ma 
chinery prints radios, television and 
parts, razors and razor blades, refrig 
erators, rubber products, safes, scales 
scientific and professional instruments 
sewing machines shaving brushes 
show cases, silk products, silverware 
skirts, soap and toilet preparations 
soft drinks and concentrates, solder 
and babbitt, soy bean lecithin, specialty 
chemicals sporting goods, stationery 
supplies, steel products for concrete 


ll) machinery 


construction sugar mt 
supermarket refrigeration equipment 
synthetic fibres, television receivers 
textile machinery, textiles, toys, type 
setting machines and supplies, vac 


fat 


uum cleaners, valves, vegetable fats 


vehicles and parts, vending machines 


vinyl sheeting, wire cable, x-ray equip 
ment 
Abrasives, auto parts and accessories 


ceramic supplies and equi 


icals, cotton product paper products 
Steel products 
Compressors, electric stilit 


ment, engines 
Plated and sterling silverware, stainless 
stee! flatware 


Boilers 


(continued) 


Painted Post 
Pearl River 
Peekskill 
Penn Yan 
Perry 
Poughkeepsie 


Rensselaer 


Rochester 


Roslyn 
Schenectady 
Seneca Falls 
Sidney 
Spencer 


Syracuse 


Tonawanda 
Troy 


Tupper Lake 
Utica 


Walden 
Westbury 
White Plains 
Yonkers 


Oth 





Commodities 


Compressors, gas engines 

Industrial chemicals 

Electric machinery 

Flour 

Powdered milk products 

Bearings, dairy equ pment elevators 
and doors, office appliances 

Drugs and toilet preparations, dye- 
stuffs and chemicals 

Air compressors and paint spray 
equipment, autos and parts, chemicals 
and chemical specialties, children’s 
furniture, industrial machinery, men's 
furnishings, movie cameras, musical 
instruments, optical equipment and 
products, pet supplies, pharmaceu 
ticals, photo and projection goods 
residential heating equipment, service 
station equipment, spices and dress 
ings, tape recorders 

Toilet preparations 

Insulators, locomotives 

Pumps 

Aircraft magnetos, auto parts 

Dairy products 

Agricultural machinery, autos and 
parts, chemicals and products, dyes 


electric equipment, industrial machin- 





ery, lanterns and lighting equipment 

locomotives, office appliances, rubber 

products 

Musical instruments, office appliances 
f 

Auto parts, coated abrasives, industria 

tapes 

Wood products 

Electric equipment, pneumatic tools 


and drills 


Tables, toys 


Gslass frames, machinery 


Welding rods 

Elevators, vitamin tablets 
Autos and parts, canned food, chem 
icals, cosmetics, electrical supplies 
paper products, pens, plastics, road 


building machinery 





RENEWAL OF TRADE 


2027 


AGREEMENTS ACT 


Middle Atlantic States 


NEW JERSEY 


Cities Commodities Cities Commodities 

Atlantic City Glass-working machinery Morristown Brassieres 

Bayonne Bolts, dehydrated castor oil, petro Auto seat covers, cement-making ma 
leum products, table dressing chinery and parts, chemicals, chemical 

Belleville Auto fabrics, expansion joints for cleaning compounds, chemicals for 
highway construction, television sets / rubber industry chewing gum, ciga 

Bloomfield Lamps, pharmaceuticals, toilet prep / rette lighters, erasers, filters for food, 
arations drug and cosmetic industry, fire fight- 

Bound Brook Industrial chemicals, textile products Newark ing equipment, glass products, indus- 

Burlington Cast-iron pipe trial chemicals, leather manufactures, 

Butler Rubber products medicinal products, metal beds, meters 

Camden Chemical products, leather for shoe and instruments, paints and pigments, 


Carneys Point 


uppers 


Refrigeration gases 








photo-flash bulbs, plate glass, solder, 
spices, toilet preparations, water treat- 








Carteret Ceramic chemicals ing equipment, welding products 
Clifton Automatic weighing equipment, con New Brunswick Cable, drug products, steel conduits, 
veyors, railroad freight cars, rayon surgical dressings, toilet goods, trucks, 
manufactures, toiletries and fine soap wire 
Dover Gasoline and oil hose, precision cast North Bergen Fluorescent and incandescent lamps, 
ings, sportswear and foundations paper products 
Dunellen Iron and steel, printing machinery Nutley Lettering equipment 
East Orange Pipe Parlin Cellulose products 
East Rutherford Asphalt emulsions and cutbacks, as Passaic Neckwear, slacks 
phalt-saturated felt, mineral surfaced Paterson Cosmetics, metal mouldings, rayon 
roll roofing manufactures, woven labels 
Edgewater Automobiles, linseed oil Perth Amboy Asphalt brassieres, ceramic and 
Elizabeth Pigments, paints and varnishes, type enameling equipment 
writer ribbons Phillipsburg Chemicals, compressors, diesel en- 
Fairlawn Auto parts gines, pumps, rock drills 
Gibbsboro Paints Plainfield Engines, light machine tools, rosin, 
Gloucester City Asbestos roofing materials, industrial transmissions, wood-and metal-work- 
chemicals ing machinery 
Harrison Elevators, mining and well machinery Rahway Auto parts 
ucks and coach parts Red Bank Aircraft inverters 
Hillside Bottling equipment Ridgefield Asphalt roofing materials, paper and 
Hoboken Paper products, tank coating mate paperboard, stoves 
rials Ridgewood Weill, mining and pump machinery 
Botanical drugs, castor oil, chemical South Bound 
products, detergents, elevator equip Brook Roofing materials 
ment essentia vils lead pencils South Plainfield Chemicals 
Jersey City ( magazines books and tationery Teterboro Aircraft instruments and accessories 
\ medicinal and pharm aceulical prepa Toms River I ges 
\ rations, s« ap, tobac and manufac Trenton Cables, refrigerators, steel and steel 
tures, toilet articles and components mill products, store fixtures 
Kearny Floor coverings Union Industrial cutting and welding equip- 
Kenilworth rmaceutic ment, watch bracelets 
Lakewood Vineland Laboratory glassware 
Linden Chemicals Warners Roofing asphalt 
Lodi Pigments pat Wharton Pipe 
Lyndhurst Botanical derivatives Whippany Rubber products 
Mahwah Brake shoes Building materials, chemicals, electri 
Metuchen Automobiles, rad 1 television cal supplies, industrial and pharma 
Millville Glass products Other ceutical chemica products 
Montville Essentia s petroleum products plastics 
Morris Plains Cosn harmaceut \trucks and coaches 
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Cities 


Aliquippa 

Allenport 

Allentown 
Ambler 


Athens 
Barrett 
Beaver Falls 


RENEWAL OF TRADE 


2029 


AGREEMENTS ACT 


Middle Atlantic States 


PENNSYLVANIA 


Commodities 


Steel products 

Steel products 

Sugar machinery, trucks 
Agricultural and metal-working chem- 
icals 

Pneumatic tools 

Clay products 
Seamless and welded 
boilers 


tubes, steam 














Beavertown Synthetic textile fabrics 
Berwick Steel products 
Bethlehem Iron and steel products, structural 
steel 
Blandburg Clay products 
Bristol Industrial chemicals, paper 
Brockway Glass products 
Chester Paper products 
Clearfield Clay products 
Coatesville Carbon steel plate 
Conshohocken Glassine, rigid steel conduits, rubber 
products service station equipment 
Coraopolis Automobile service equipment, but 
terfly control valves 
Corry Office appliances 
Easton Paints pigments, welded products 
East Stroudsburg Galvanized hardware 
Eddystone Structural steel 
Emmaus Electric wiring devices 
Emmons Lighting fixtures 
{Chemical specialties, commercial re 
/ frigerators, constr on machinery 
. gasoline pumps, hi d pipe tools, hand 
Erie trucks, machinists’ vises, permanent 
magnets P istic tableware matic 
pumps, printing pape terilizers 
Fairless Steel and steel mill products 
Franklin Air compressors, construction ma 
chinery, diesel engines 
Greensburg Lamps 
Greenville Storage tanks 
Grove City Diesel engines and compressors 
Harrisburg Concrete carts 
Hatboro C hiorination equipment hospita 
equipme industrial equipment 
Jeannette Glassware 
Johnstown Iron and steel 
Lancaster Closures and crowns, fk tiles, lino 
eum and felt Dase, wat p fication 
equipment, water systems 
Latrobe Tungsten carbide products 
Lebanon Iron and steel 
Lewistown Rayon yarn 


24093 O 


58—pt. 2 35 


Cities Commodities 

Malvern Hypodermic needles, syringes 

Marietta Biologicals 

Meadville Rayon yarns 

Middleburg Synthetic textile fabrics 

Monessen Steel products 

Monongahela Automatic stokers, fuel feeding de- 
vices 


Mt. Holly Springs Laboratory filter paper 


Mt. Union Clay products 

Notrona Agricultural chemicals 
New Brighton Iron and steel! manufactures 
New Castle Plumbing fixtures 


Electric machinery 

Aluminum and manufactures 
Wicks 

Paper products, rubber products 
Agricultural 


New Holland 
New Kensington 
North Wales 
Oaks 
implements, alcoholic 
beverages, artificial teeth, automobiles 
and auto parts, awnings, ball bear 


ings books chemicals chemical 


pumps, confections, cotton tape, cot 
diesel en 


ton yarn, dental supplies 


electric electric 





gines resistors 


equipment, electric meters filing cabi 


nets, flow gauges and controllers 


fountain equipment, hats, hose coup 


ings and parts, hosiery, hydrometers 


industrial chemicals, industrial con 


trols, industrial tools, iron and steel 


products kitchen equipment, lamps 


lead products, leather manufactures, 


ocomotives, looseleaf devices, maga 


zines materials handling equipment 


mect cal and = rubber products 


Philadelphia 





medica books medicines, metal 
products, mustard, office supplies, 
paint grinding velcles, panels pa 


perboard, paper products, paper tubes, 


petroleum products, pharmaceutical 


speciaities, photo binders, pigments 
paints and varnishes, pet supplie 
P umbing equipment power trans 


mission drives presses pumping units 


pumps radio sets 


t 


scientific nstruments 


refrigerators 
smokestands 





sportswear and 


steam plant 


spices and dressings 


foundations, stationery 


equipment, structura steel, sugar ma 
textiles 


chiner television receivers 


thermometers, tobacco manufactures 


turbines, water heaters, water treating 


systems 








Neer 


Port Kennedy 


2030 RENEWAL OF TRADE AGREEMENTS ACT 


Middle Atlantic States 


PENNSYLVANIA (continued) 


Aircraft parts, beverages, ceramic Selinsgrove Synthetic textile fabrics 
colors, chemicals, construction ma Sharon Regulators, transformers 
chinery, electric machinery, glass Steelton Iron and steel products 
products, industrial chemicals, indus- Tamaqua Dynamite and blasting supplies 
trial machinery, irrigation pipe, lab- Towanda Photo products 
oratory apparatus, medicine droppers, Verona Railway car parts 
Pittsburgh metal containers, mine safety appli- Wallaceton Clay products 
ances, oil tanks, petroleum and prod- Wa a industrial macts 
ucts, pole line hardware, salt, steel and = eee rece 
steel _mill products, steel pipe, steel West Chester Air compressors for construction 


work, antibiotics, fire protection equip- 
ment and chemicals 
White Haven Dynamite and blasting supplies 


plants and equipment, vegetables and 
vegetable preparations, ventilators, 
water tanks 


Clay products Williamsport Iron and steel 
Pottstown Axle shafts, boilers and tanks, rubber York Air conditioners, refrigeration equip- 
Aircraft batteries, auto parts and ac- ment, steel office equipment, welding 
cessories, hosiery machine parts, iron equipment 
Reading and steel manufactures, plumbing fix- Youngwood Diese! controls, thermostats 
tures Chemicals, dynamite and blasting sup- 
Royersford Structural steel Other plies, paper products, plastics, rayon 
Scranton Bathroom sets, kitchen equipment fabrics, wearing apparel 
PENNSYLVANIA 


EXPORTS TO VENEZUELA ORIGINATE 
N THE TOWNS AND CITIES SHOWN 
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RENEWAL OF TRADE AGREEMENTS ACT 2031 


South Atlantic States 


DELAWARE, MARYLAND, VIRGINIA 
and 
WEST VIRGINIA 
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EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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Cities 


Dover 
Smyrna 


Baltimore 


Washington 


Danville 
Fredericksburg 
Front Royal 
Hopewell 
Marion 
Petersburg 


Clarksburg 
Dunbar 
Huntington 


Martinsburg 
Nitro 
Parkersburg 


RENEWAL OF TRADE AGREEMENTS ACT 


South Atlantic States 


DELAWARE 


Commodities 


Baby needs, girdles, pillows 
Milk coolers 


Cities 


Wilmington 
Other 


MARYLAND 


Beverages, bottling equipment, cement 
making machinery and parts, chemi- 
cals, chemical specialties and dyes, 
cotton manufactures, electric machin- 
ery, food, galvanized ware, gas ranges, 
industrial chemicals, industrial plumb- 
ing equipment, kitchen cabinets, lead 
products, metal containers, metal cul- 
verts, meteorological equipment, pen- 
cils paints petroleum products, 
pigments, plumbing fixtures, steel 


Bladensburg 
Cumberland 
Hurlock 
Salisbury 


Sparrows Point 
Towson 


DISTRICT OF COLUMBIA 


Paper products 


VIRGINIA 


Cotton textiles 

Rayon yarn 

Rayon yarn 

Cellulose products, petroleum products 
Billiard tables, bowling alleys 


Tobacco and manufactures 


Richmond 


Roanoke 
Salem 

West Norfolk 
Winchester 
Other 


WEST VIRGINIA 


Brassieres 

Enamelware 

Brassieres, chemical products, plumb 
ing fittings 

Fabric manufactures, stockings 
Rayon yarns 

Oil field equipment, rayon yarns 


Wheeling 


Willow Island 
Other 


Commodities 


Chemical supplies, dental products 
Chemicals 


strapping and equipment, tinware, 
vegetables, meat and fruit, x-ray equip- 
ment 

Anesthesia gases, welding equipment 
Rubber products 

Metal containers 

Pumps 

Iron and steel 

Aircraft radios, radio equipment, tele- 
vision receivers 


Aluminum and manufactures, tobacco 
and manufactures 

Rayon yarns 

Tobacco and cigarette machine parts 
Industrial chemicals 

Apples 

Chemicals 


Electric machinery, glassware, galvan 
ized ware, metal products, tobacco 
products 

Industrial chemicals 

Alloys, batteries, carbons, chemicals 
electrodes, metals, plastics, steel manu 
factures 



























RENEWAL OF TRADE AGREEMENTS ACT 


South Atlantic States 


NORTH CAROLINA 


Cities Commodities Cities Commodities 
Asheville Mica Lenoir Crude herbs 
Boger City Cotton yarn, synthetic yarns North 
Charlotte Sentie. : , Wilkesboro Grinding mills 

: Pi Forest Paper products 
Gastonia Cotton yarn, tire cord oa Conn eantiies 
Greensboro Cotton textiles Other Batteries, carbons, electrodes, hosiery, 
Kannapolis Cotton manufactures nylon and rayon 

SOUTH CAROLINA 

Charleston Mixed fertilizer Spartanburg Cotton textiles 
Clevedale Cotton textiles . ; 
Greenville Cotton textiles Starr Synthetic centile fabric 
Orangeburg Plywood Travelers Rest Cotton textiles 
Seneca Sportswear and foundations Other Cotton textiles, nylon and rayon 


NORTH CAROLINA and SOUTH CAROLINA 






WORTH CAROL! HA 
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EXPORTS TO VENEZUELA ORIGINATE 
N THE TOWNS AND CITIES SHOWN 
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Cities 
Atlanta 


Augusta 
Barnesville 
Brunswick 
edartown 
Flintstone 
LaGrange 
Macon 





Savannah 


Toccoa 
West Point 
Other 


RENEWAL OF TRADE AGREEMENTS ACT 


South Atlantic States 


GEORGIA 


Commodities 


Cloth bags, electric machinery, steel 
and steel products, tarpaulin 

Machine threads 

Tire fabric 

Chemicals 

Agricultural equipment 

Cotton textiles 

Cotton textiles 

Acoustical materials, building mate- 
rials, cotton textiles, industrial prod 
ucts, insecticides 

Chemicals, paper and products, petro 
leum products 

Earth moving equipment 

Cotton textiles 

Chemicals, drugs, herbs, nylon, rayon, 
spices 


GEORGIA and 





GEORGIA 


EXPORTS T VENEZUELA RIGINATE 
IN THE TOWNS AND CITIES SHOWN 


SAVANNAH 


BUNS WICK 


FLORIDA 


Cities Commodities 
Auburndale 
Coral Gables 


Agricultural equipment 
Marine communications equipment 


Aircraft engines and parts, aluminum 
furniture, electronic equipment, hard- 
ware, lighting fixtures, machinery 
parts, paperboard, plastic tiles tandem 
trailer for sugar mills, washing ma- 
chines and parts wood products 
Fishing tackles and reels 


Miami Springs 
North Miami 


Aluminum glass jalousies, windows 


Palatka Wrapping paper 

Tampa Metal containers 

Other Canned foods chemicals frozen 
orange juice 

FLORIDA 
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OHIO 
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ast North Central States 


EXPORTS TO VENEZUELA ORIGINATE 
1N THE TOWNS AND CITIES SHOWN 
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Akron 


Alliance 
Ashland 
Barberton 
Bellaire 
Bellefontaine 
Bowling Green 
Bryan 

Bucyrus 


Byesville 
Canton 


Cincinnati 


Cleveland 


/ k 


RENEWAL OF TRADE AGREEME 


East North Central States 


Commodities 


/ Apparel, automatic tools and acces 
sories, chemical specialties, denta 
supplies, rubber rubber products 
tires, tubes and camelback, tire vu 
\canizers 
Railroad car parts, steam boilers and 
tubes 
Pumps, rubber products, water systems 
and sprayers 
Industria! chemicals, steam boilers and 
tubes, toys 
Enamelware 
Metal furniture 
Engines, turbines and parts 
Aircraft parts, lubricating equipment 
Agricultural equipment, farm wagons 
motor graders 
Metal products 
Dental equipment filing cabinets, gas 
supplies, meta 
products, office equipment 





and diesel engines ar 


Auto parts, automatic tools and acces 
sories, belts, edible vegetable oils and 
fats, electric tools, industrial machin 


ery, lathes, office furniture, petroleun 





valves and plastics, playing 





cards, spor goods, steel pr 





stoves, tinware, tires and tubes, totlet 
preparations, wood working machines 
Agricultural machinery, air condition 


ers, arc welding machines, automotive 











accessories automotive equipment 
aut Mive parts, aw gs and awr 
ing hardware (metal trames and fix 
tures aul rts, bever Ss. CC 
phane products, cerar and 

ing materials combustior 

and meters, concrete admiat 
coloring agents, conveying equ 





cotton duck, earth moving equipment 





electric ranges elevators enginecr 
construction ecquipmen gars quip 
ment, gas ranges, gas weldir 

cu ng eq prr eectir Ca 
hobby craft ndustria chemica 
industria toois acrosenc toves Ait 
chen goods alex & Jucts tt trucks 
and parts ightine equipment, med 
cinal and pharmaceutical product 
meta furniture and mbr is f 


garden and beach use, milling cutter 


office appliances, paints 





varnishes, pipe threading machines 


printing and bookbinding machir 


reamers, screening equif 

tized materia service stator 

ment, sewing machines, shock 
sorbers, steel and stee p 

storage batterie ¢ 





OHIO 


Cities 


fleveland 
cont'd. 


Columbus 


Copley 
Coshocton 
Cuyahoga Falls 


Dayton 


Defiance 
Dover 
Elyria 


Findlay 
Fostoria 
Galion 
Greenfield 
Hamilton 
Hartville 
Hillsboro 
Kenton 
Lancaster 
Lima 
Lockland 
Lorain 


Mansfield 


Marietta 
Marion 
Massillon 
Maumee 





TS ACT 


Commodities 


vulcanizers, trucks and parts, twist 
drills, vegetable oil,seed milling ma 
chinery, venetian blind parts, water 
heaters, weldments, windows, wire- 


\ cloth 


Aircraft, aluminum mouldings, auto 
hardware, ball bearings, cement equip- 
ment, dairy products, dental acces- 
sories electric home appliances 
electric kilns and furnaces, farm and 
garden tools, fluid drive, gas ranges 
glass and products, glassware, hydraulic 
pumps, machinery, materials handling 
equipment metal stamping mining 
machinery, mountings for bronzed 
baby shoes, pipe, plastic houseware 
plastic pipe and garden hose, refriger- 
ation thermostats, soldering fluxes 
stainless steel mouldings ‘stamping 
machines, stee ing doors, sugar mill 
\ ec uipment, tab : 
£ 4pp 
Plant food chemica 


oilcloth, tin) cans 


atus, zinc oxide 





atin 





Rubber goods and houseware 




















Trusses and surgical goods 

Air conditioners autos and parts 
rk machinery, compressors 
n 1 f maps hoc ks 
es t office app 

ar Ss, printing and bookbinding ma 

k ges, refrigerators, trucks 

nd coache washing machines 

Autor tive tools 1d accessories 

belts, hand tools, tire tubes 

Galvanized ware, wall product wall 

and ceiling pane 

Alloy Castings t part pipe ma 

chin tools 

Porcelain product 

Auto parts and ess s 

( wiructior f achine t cK ™ dies 

Marine and t equipmen 

Pape ip boa water Va s 

Solid bher t 

F j chine 

R id caboos 

G r j 

I 4 4 ANCE 

4 t i accessories 

( t { minit and conveying 

equir ent, ke se s s 

A ( i oa sories 

Of 

Ex iting ¢ ent 

Metal r Jucts, § s 

Kitcher abinets, bathroc hxtures 








RENEWAL OF TRADE AGREEMENTS ACT 2037 
East North Central States 


OHIO (continued) 


Cities Commodities 


Middletown Grain storage bins, paper and paper 


products, steel products 


Mogadore Automotive accessories, automotive 
tools, belts, tires, tubes 
Mt. Vernon Compressor cylinders 


New Philadelphia Enamelware 
Newton Falls Road building equipment 


Norwood Chemicals 

Orient Conveyors 

Painesville Chemical products 

Perrysville Steel products 

Piqua Steel tubing 

Salem Machinery, pumps 

Sandusky Electric machinery, paints, pigments, 
rubber balls, toys 

Solon Chain hoists 

Springfield Agricultural machinery, appliances, 
compaction equipment, industrial ma 
chinery 

Tiffin Plumbing and fixtures 


Aircraft manufactures, auto parts and 
accessories, closures, electric batteries, 
Toledo glass containers, glass products, indus 
trial machinery, scales, scientific in 
struments, textiles 
Trenton Pumps 


Cities Commodities 
Troy Agricultural sprinklers, furniture 
Warren Autos and parts, electric machinery, 


hand machinery, hand tools, road 
building equipment 


Wauseon Auto parts, electrical appliances, metal 
products 

West Alexandria Cutting machines, generators, welding 
equipment 

West Lafayette Enamelware 

Westerville Toy cap pistols and caps 


Willard Balloons, rubber gloves, toys 


Youngstown Aluminum office chairs, metal office 
furniture, metal products, steel filing 
equipment, steel office desks, steel 
products, steel tables 

Zanesville Transformers 
Agricultural machinery and equip- 
ment, alloys and metals, autos and 
parts, chemicals, construction ma- 
chinery, kerosene stoves and gas 

Other ranges, paper, plastics, printing and 


bookbinding machinery, road building 
equipment, rubber household products, 
steam boilers, seamless and welded 
tubes, tires, tubes, belts and acces- 
sories, truck bodies, trucks and coaches 


INDIANA 


Alexandria Acoustical tile 

Anderson Air compressors, autos and parts 
engine governors 

Auburn Water heaters 

Connersville Air conditioners, blowers, gas pumps 


kitchen cabinets and sinks, radios, re 
frigerators, television receivers 
East Chicago 


Clay products, dehydration equipment 


pulverizers, steel products 
Elkhart Agricultural sprayers 
Evansville Automobiles, construction machinery 
farm machinery, plastic pipe, refriger 
ators and parts 
Agricultural implements, gas pumps, 
Fort Wayne liquid blending and filling machines 
pumps, refrigerators and parts, trucks 


and trailers 
Frankfort Plumbers’ brass fixtures 


Hammond Children’s vehicles, railroad car parts 


Huntington Cleansers, disinfectants, soaps 
Automatic metering systems, bever 
ages, biologicals, ceramic supplies cot 


i tor an woo é d Pi . 

Indianapolis and | manufactures, diese 
engine parts, electronic parts, medi 
cinals and = pharmaccuticals moto 


patchers and accessories, motorcycle 


chains, paper and paper products 
parts for asphalt planks, shoe polish 
Kokomo Autos and parts 


Lafayette Aluminum and manufactures 

La Porte Auto parts, pistons 

Lawrence Auto parts and accessories 

Michigan City Construction machinery 

Mishawaka Bearings, power transmission machin- 
ery, pulleys 

Muncie Insulators 

Nappanee Children’s furniture 


New Castle Folding doors and parts 
No. Manchester Poultry equipment 


Richmond Bus bodies 
Roby Glucose 
Rochester Tubular steel scaffolding 
Rockport Bathroom equipment 
Agricultural equipment, aircraft car- 
South Bend buretors, aircraft landing gear, auto 


parts and accessories, steel ranges, 
tractors 
Terre Haute Enamelware, industrial seals, pharma 
ceuticals, steel products 
Warsaw Surgical splints 
Agricultural machinery, autos and 
parts, chemicals and plastics, construc- 


tion machinery, diesel engines and 


parts 


Other 


— —— 
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HAMMOND 


EVANSVILLE 


RENEWAL OF TRADE AGREEMENTS ACT 


INDIANA 


EXPORTS TO VENEZUELA ORIGINATE 
N THE TOWNS AND CITIES SHOWN 
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Cities 


Alton 
Argo 
Aurora 


Bellewood 


Biuve Island 


Chicago 


RENEWAL OF TRADE AGREEMENTS ACT 2039 


East North Central States 


ILLINOIS 


Commodities Cities 


Flour 
Corn products 
Construction machinery, conveying 


equipment, facial cream, steel furni- Chicago 
ture cont'd, 
Electrical equipment, ink, library 

paste, mucilage, rivets, riveting ma- 

chines 

Canned food Cicero 
Agricultural implements, air-condition- Danville 
ing controls, aluminum and manufac- De Kalb 
tures, artificial sausage casings, auto Dundee 


parts, ball bearings, beverages, bio- 
logical supplies, blackboards, bolts 


and screws, books, bottling machinery Elgin 

and parts, business machines, canned 

foods, ceramic enameling equipment, Evanston 
chalk, chemicals and chemical spe- Fairfield 
cialties, chewing gum, Christmas tree Freeport 


lights, check endorsers, communica- Granite City 


tions equipment, compressors, cook- Hoopeston 
ing utensils, cosmetics, dairy products, Kankakee 
dental supplies, desk items, dispensing Macomb 
equipment, electric appliances, electric Moline 


machinery, electronic equipment and 
components, flexible shaft equipment, 
food, food serving equipment, funeral 


caskets and supplies, garden hose Ottawa 
geographic globes, grain testing equip- 
ment, general merchandise and soft Peoria 


goods, grinders, imprinted business 
gifts, industrial machinery, industrial 


sewing machines, inks, iron and steel Peru 
manufactures, juke boxes, laboratory Quincy 
apparatus, lawn sprinklers, leather 

products, magazines, manganese cast- Rockford 


ings and welding rods, meat products, 
metal cans, metal products, movie 
cameras and projectors, musical in 


Rock Island 


struments and accessories, office Seneca 
equipment and supplies, organs, paints Skokie 

and paint driers, perforators, pharma Springfield 
ceuticals, phonographs, photographic 

equipment, pin games, plumbing fix Sterling 
tures, precision castings , pneumatic Wilmette 
controls, printed matter, printing ma Woodstock 


chinery, pumps. radios, radio loud 
speakers, reproduction equipment 
saws, scales. scientific instruments Other 
signs, soap and toilet preparations 
soft drink machinery, solder, station- 
ery, steel chairs, steel products, sur 


East St. Louis 


Morton Grove 


Commodities 


gical dressings, tape recorders, tele- 
vision receivers, tools, toys, transform- 


ers, valves, vehicles and lifts, vending 


washing machines, water treating 


equipment, welding and cutting equip- 


ment, wheel chairs, wire products, 


writing instruments 


Electronic components, transformers 
Chemical products 

Pianos 

Ceramic lamps and artware, clay 
products 

Railroad car parts 

Compacts, cigarette lighters, dresser 
sets 

Metal products 

Auto parts 

Electrical machinery 

Railroad car parts 

Food machinery 

Car and floor wax 

Electrical: porcelain 

Agriculture implements, combines and 
farm machinery, industrial scales, 
tractors 

Pharmaceuticals 

Chemicals and plastics 

Animal nutrition products, cranes, 
donkeys, earth-moving equipment, lift 
trucks, sulkies, tractors and tractor 
parts, winches 

Clocks and watches, pre-plated metals 
Radios, television receivers 
Automatic controls, cereal products, 
electrical equipment, office equipment, 
over door hardware, textile machinery 
parts 

Agricultural implements 

Chemicals 

Scientific instruments 

Steam generating equipment, tractors 
and graders 

Roller skates 

Films 

Typewriters 

Agricultural machinery, building mate- 
rials, chemicals. construction machin- 
ery, musical instruments, radios, 
transformers and electronic compo- 
nents, television receivers, toys, wheel 
chairs 


eee a ERNE Oe Den 
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RENEWAL OF TRADE AGREEMENTS ACT 


ILLINOIS 
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EXPORTS T VENEZUELA RIGINATE 


N THE TOWNS ANC TIES SHOWN 





Cities 


Alma 

Alpena 

Battle Creek 
Benton Harbor 
Big Rapids 
Birmingham 
Buchanan 
Coldwater 


Detroit 


Flint 


Grand Rapids 


Greenville 
Hastings 
Holland 
Kalamazoo 


Algoma 
Appleton 
Barton 
Beloit 
Browntown 
Clintonville 
Columbus 
Cudahy 
Eau Claire 
Edgerton 


Fredonia 
Green Bay 


RENEWAL OF TRADE AGREEMENTS ACT 


East North Central States 


MICHIGAN 


Commodities 


Children's furniture ‘ 
Concrete products and machinery 
Metal products 

Record changers 

Saw sharpening equipment 

Coolers 

Vehicles and parts 

Ball and roller bearings, metal prod- 
ucts, plumbers’ brass fixtures 
Agricultural tractors, implements and 
spare parts, animal fats and oils, auto- 
mobiles, parts and accessories, auto 
coaches, auto paints, bearings, brake 
lining, carburetors, chemicals, cook- 
stoves, dental supplies, die-cast pulleys, 
diesel and automotive engines, drugs 
and pharmaceuticals, electrical equip 
ment, flexible couplings, flour, fluid 
drives, furniture hardware, glass and 
products, ignition parts, industrial ma 
chinery, marine engines, metal prod 
ucts, office machines and equipment 
paints and pigments, paint manufac 
turing machinery, printing screens, 
pumps, rubber auto carpeting, salt 
products, shaft collars, springs, trucks 
ventilating apparatus, water filters, 
wheat flour 

Automobiles 

Business machines, diesel engine parts 
industrial conveyors, industrial ma 
chinery, metal products, office equip 
ment, sweeping compounds 

Engine bearings, refrigerators 
Automotive parts, inclinable presses 
Machine tools 

Metal-working equipment, paper prod 
ucts 


Cities 


Lansing 
Ludington 


Manistee 
Marquette 


Mason 

Midland 
Monroe 

Mount Clemens 


Muskegon 


Niles 
Plymouth 


Pontiac 


Port Huron 


Rochester 
Saginaw 

St. Johns 

St. Joseph 
Saranac 
Sault Ste. Marie 
Three Rivers 
Trenton 
Willow Run 
Wolverine 
Wyandotte 


Other 


WISCONSIN 


Hammocks 

Welding equipment 

Fiber conduit 

Diesel engines 

Powdered milk products 

Powdered milk products 

Powdered milk products 

Beverage machinery 

Outboard motors, pressure cookers 
Cable reel trailers, earth boring ma- 
chines 

Concrete mixers 

Furniture, power shovels 


Janesville 
Kenosha 


Kimberly 
Kohler 
La Crosse 


Madison 
Marinette 


Menasha 
Menomonie 


2041 


Commodities 


Autos, auto parts and accessories 
Construction machinery, office appli- 
ances, wood products 

Vehicles and parts 

Iron and steel products, mining ma- 
chinery 

Nutritionals 

Chemical products 

Auto parts 

Electric ranges 

Billiard tables, bowling alleys, cranes 
and hoists, laboratory furniture for 
educational institutions, petroleum dis- 
pensing equipment 

Commercial refrigerators, rubber 
products 

Air rifles and toy guns, office equip- 
ment, office machines 

Autos and parts, coaches, trucks 

Auto parts and accessories, brass rod 
and fabricated products, copper pipe 
and plumbing fittings, refrigeration 
tubing, valves 

Paper and paperboard 

Autos and parts, coaches, trucks 
Roller bearings 

Washing machines 

Insecticide sprayers 

Industrial gases and carbide 

Industrial machinery 

Industrial chemicals 

Autos and parts 

Toys 

Industrial chemicals 

Autos and parts, chemicals, diesel en 
gines and parts, engine and roller bear- 
ings, trucks and coaches 


Fountain pens 
Automatic and hand 
working equipment 
Paper products 
Plumbing equipment 
Air conditioning and 
equipment 

Medical and hospital equipment 


tools, metal- 


refrigerating 


Excelsior, fire 
ment, refrigerating equipment 


extinguishing 


equip- 


Paper and paper products 
Ink 
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AGREEMENTS ACT 


WISCONSIN (continued) 


Cities Commodities 


Agricultural equipment, auto engines 
and parts, bronze bushing stock 
bronze handtools, bronze rod, tubing 
and sheet, bronze welding electrodes 
centrifugal pumps, construction ma 


Milwaukee chinery, crushing plant, electrical in 
stallations, electronic controls, hard- 
ware, iron and steel, locks, machinery 
metal products, steam boilers, tanning 
machinery and supplies, tractors, tubu 
lar steel scaffolding 

Oconomowoc Steel products 

Oregon Grain drills 

Oshkosh Engines, motors 


MICHIGAN and 





Cities 


Sheboygan 


So. Milwaukee 


Wausau 
West Bend 


Other 


WISCONSIN 


EXPORTS 


S TO VENEZUELA ORIG! 
N THE TOWNS 


Commodities 


Agricultural machinery, dairy prod 
ucts implements and spares air con 
ditioners and radiators, tractors 
Enamelware, hospital ware, lawn mow 
ers, stainless steel ware 

Construction machinery and parts 
electric utility equipment 

Paper products 

Aluminum and manufactures 
Agricultural machinery, construction 
machinery, dairy products, paper prod 
ucts, road building machinery, wearing 


apparel 


NATE 
AND CITIES SHOWN 








RENEWAL OF TRADE AGREEMENTS ACT 2043 


ast South Central States 


KENTUCKY, TENNESSEE and ALABAMA 


eo COVINGTON 














KENTUCKY 
e ASHLAND 
LOUISVILLE 
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EXPORTS TO VENEZUELA ORIGINATE 
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East South Central States 


KENTUCKY 


Cities Commodities Cities Commodities 
Ashland Steel plate and sheets chinery, paints and pigments, parts for 
ist Herb . 
Bristow s Louisville heat exchange equipment, plumbing 
Covington ray apparatus ’ fixtures, steel products, welded pipe fit- 
cont'd. pepe 
Doe Run Industrial chemicals tings 
Aluminum cigarette foil, bedding ma- 7 J 
Louisville chines, beverages, cutting machines, Owensbore Farm ditchers 
dry colors, generators, mattress ma- Other Chemicals 


TENNESSEE 


Alcoa Aluminum and manufactures Knoxville Diesel controls, thermostats 

Athens Gas ranges Lewisburg Electric appliances 

Bristol Crude herbs, pharmaceuticals Cereal products, concrete curing com- 

Chattanooga Automobile wreckers, cast iron fittings pound, confectionery items, cooling 
cotton goods, garage equipment, towers, cotton products, elevators, gas 
power boilers Memphis ranges, home remedies, rubber, service 

Cleveland Gas and electric ranges station lifts, tire valves, tube patches 

Franklin Gas ranges —* waterproofing powder and 

iqui 

Greeneville Sees coninery Nashville ible ultural implements and spares, 

Jackson Wood manufactures beverages, pencils 

Kingsport Chemical products, plastics, textiles Other Chemicals 


ALABAMA 


Anniston Cast-iron pipe and fittings, metal pipes Cement making machinery and parts 
Auburn Pallets Mobile insulation board, lumber and products, 
Bessemer Cast-iron pipe, fire brick and clay — paperboard and products, water 
ilters 
roducts \ 

ig — a Opelika Cotton textiles 
Birmingham C =" iron Pipe een > naan 7 Tallassee Cotton products 

and steel mill products, storage tanks Tuscalecsa Rubber products 
Haleyville Children’s furniture Other Cotton manufactures, explosives, in- 
Lanett Cotton textiles dustrial chemicals 

' Columbus Aircraft electrical equipment, auto 


motive electrical equipment 
Kosciusko Ambulances, bus bodies, funeral cars 
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West North Central States 


MINNESOTA, IOWA, MISSOURI, NEBRASKA and KANSAS 


IS be. 







EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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West North Central States 


MINNESOTA 





Cities Commodities 
Duluth Wheat flour 
Fairmont Engines, turbines, and parts 


Cereals, electric controls for air con 
ditioning machinery, electric ma- 
chinery, elevators, farm machinery, 
flour, grain and grain products, in- 

Minneapolis dustrial machinery, jacks, laundry 
presses, lawn mowers, mining ma 
chinery, outboard motors, radios, tele- 
vision and parts, refrigerators, rosin 
tools, tractor parts and accessories 
welding equipment 


Cities Commodities 

Northfield Construction machinery 

Osseo Pumps 

Owatonna Powdered milk products 

Rochester Dairy products 

St. Paul Cutting machines and generators, pa 


per products, radios, television and 
parts, wheat flour 


Winona Cotton products 


Other Canned meats 


IOWA 





Mount Vernon Fluxes and solders 


Muscatine Beverage equipment, pumps 
Newton Electric appliances 

Oskaloosa Valves 

Red Oak Batteries, carbons, electrodes 

Sioux City Antennas and broadcasting towers 


concrete pipe, conduit machinery, elec 
tric generator plants 


Waterloo Auto seat covers, construction ma 
chinery, tractors, wire-bound boxes 

Other Cereal products, chemicals, frozen 
foods 


MISSOURI 


Cedar Rapids Cereals, steam boilers 

Charles City Agricultural machinery, poultry tonic 
tractors 

Clinton Chemicals 

Council Bluffs Dairy products, eggs 

Davenport Agricultural implements and parts 
motion picture projectors wheat flour 

Des Moines Furnace equipment, maps, books, sta 
tionery, metal products, rubber 

Forest City Dairy products, eggs 

Fort Madison Fabrics, finishes 

Maquoketa Engines 

Marshalltown Water-treating equipment 

Fulton Fire-brick 


Auto accessories, auto parts, battery 
chargers, compressed gases, engineer 
ng and construction machinery, fur 
Kansas City niture, grain storage installations 
grinding media, oil field equipment 
pectin, vending machines, wheat flour 


wire rope and slings 





Manchester Wooden cribs 
Mexico Clay and products, refractories 
Moberly Tools 
North Kansas 
City Flour, paints and coatings 
St. Joseph Christmas tree lights 
Advertising mater animal feed. aut 
St. Louis parts, babbitt metal, bottle-washing 


machinery, boys’ and men's clothing 


brakes, brewing machinery and parts, 
bronze castings, calendars, ccreals 
conveyors, electric cable products 
electric motors, engineering and con 
struction equipment, flour, gas ranges 
glass products, grain storage installa 








St. Louis tions, houseware, incandescent and 

cont'd. fluorescent lighting fixtures, industr 
chemicals, ink, lead products, lcat 
products, mechanical pencils, meta 
containers, metal household an om 





mercial furniture, metal produ 
f 





field equipment, pumps, refrac uries 
scientific and professional mater 
shoes. slab zinc. thermostats, tinware 


transformers, welding equipment 
Vandalia Clay products 


Cities 


Fargo 


Beatrice 
Grand Island 
Lincoln 


Arkansas City 
Atchison 
Dodge City 
independence 
Kansas City 
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West North Central States 


NORTH DAKOTA 
Commodities Cities 


Tire repair machinery 


NEBRASKA 


Agricultural implements Omaha 
Dried and frozen eggs Ralston 
Automobile vehicles, motorcycles, mo- 

tor scooters 


KANSAS 


Beverage equipment Salina 
Moisture testers Topeka 
Grain loaders Wichita 
Dishwashers Other 


Petroleum and products, pumps and 
oil field engines 


Commodities 


Meat products 


Power mowers and parts 


Flour 
Flour 
Aircraft parts, industrial equipment 


Flour 
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West South Central States 


TEXAS, OKLAHOMA, ARKANSAS and LOUISIANA 


yt @ 2 
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West South Central States 


ARKANSAS 
Cities Commodities Cities 
Batesville Propane truck tanks and equipment Malvern 
El Dorado Lubricating oil 
Little Rock Cameras, films Stuttgart 
LOUISIANA 
Abbeville Rice 
Alexandria Building materials, pine tar New Orleans 
Baton Rouge Chemical products (cont'd) 
Cement-making machinery and parts, 
New Orleans cloth bags, corn products, cotton tex- Shreveport 
tiles and manufactures, dairy products, Other 
OKLAHOMA 
Alva Flour Ponca City 
Duncan Oil well machinery Sapulpa 
Enid Drilling rigs, equipment and spare Shawnee 
parts, flour Tulse 
Miami Rubber products 
Oklahoma City Asphalt plants, flour, oil well drilling 
and fishing tools Yukon 
TEXAS 
Alamo Plumbing fixtures 
Baytown Rubber products 
Beaumont Heat exchangers, oil well equipment, Houston 
petroleum products, rice (cont'd) 
Borger Petroleum products 
Corpus Christi Agricultural machinery 
ven mee ee 
ao Port Arthur 
Fort Worth Aircraft parts, canned meat, petroleum San Antonie 
products, water treating equipment Sherean 
Freeport Chemical cleaning compounds, indus- 
trial chemicals Waco 
Greenville Wheat flour Wichita Falls 
Houston Cement, chemical products, deter- Winnsboro 
gents, drilling mud, foodstuffs, glass Other 
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Commodities 
Drilling mud 


Pumps 


furnace equipment, hops, industrial 

chemicals, lead products, paper bags, 

petroleum products, plumbing fixtures, 

printers’ ink, silverware, tarpaulins, 
ood products 

Glass products 

Petroleum products 


Petroleum products 

Glassware 

Flour 

Chemicals, industrial machinery, oil 
derricks, relief valves, scientific instru- 
ments 

Flour 


roducts, industrial chemicals, indus- 
trial machinery, lead products, oil and 
gas separators, oil field and plant 


equipment, petroleum _ products, 

plumbing equipment, prefabricated 

buildings, publications, steel bars, wire 
roducts 


Chemical products 

Petroleum products 

Road rollers, spare parts 

Fats and oils (vegetable and animal), 
fiber conduit, flour 

Closures, glass containers 

Flour 

Oil filter equipment 

Chemicals, drugs, plastics, spices 
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Mountain and Pacific States 


WASHINGTON and OREGON 


IN THE TOWNS AND CITIES SHOWN 


WASHINGTON 


SPOKANE 
a 


WENATCHEE 


ROSALIAg 
OAKESOALE® 
WALLA WALLA 
e 
OREGON 
000 RIVER 
2 
PORTLAND 


@ SALEW 


@ TERRE BONNE 


MEOFORD 
* 





Cities 


Longview 
Oakesdale 
Rosalia 


Seattle 


Astoria 


Forest Grove 


Hood River 
Medford 


Portiand 


Moscow 


Denver 


Henderson 


Carlsbad 


Ogden 
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Mountain and Pacific States 


WASHINGTON 
Commodities Cities Commodities 
Paper and paper products Spokane Dried peas, seeds 
Peas Tacoma Chemicals, flour, lumber and timber 
Dry peas products 
Aluminum manufactures, apples, Vancouver Agricultural implements, paper prod- 


chemicals, construction machinery, 
fats and oils, flour and seed, food, ice 
cream machines and parts, lumber and 
products, paper and paperboard 


ucts, sportswear and foundations 
Walla Walla Flour 
Wenatchee Apples, pears 
Other Fruits 


OREGON 


Cereals, flour 

Wood fiber products 

Fruit 

Fruit 

Apparel, apples, auto storage batteries, 


ber and products, mechanical automo- 
Portiand bile parking machines, paper and pa- 


(cont'd) perboard, paper products, peas, pears, 
petroleum products, structural steel, 


tractor parts 


bean elevators, canned food, chemi- Salem Paper products 
cals, construction machinery and parts, Terrebonne Mineral fillers 
foodstuffs, fruit, grain elevators, lum- Other Paper products 
MONTANA 
Crude herbs 
IDAHO 
Seeds 
COLORADO 
Agricultural implements, chemical Golden Laboratory porcelain ware 
products, industrial machinery, iron bi E d oil 
and steel manufactures, rubber hose, Pueblo edema 
tires and tubes 
NEVADA 
Chemicals 
NEW MEXICO 
Chemicals 
UTAH 
Flour Salt Lake City Flour 
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Cities 


Anaheim 
Berkeley 


Belmont 
Burbank 
Compton 


El Centro 
El Monte 
Emeryville 
Fontana 
Fowler 


Fresno 
Gardena 
Gilroy 
Glendora 
Hawthorne 


Hollydale 
Indio 
Inglewood 
Lompoc 
Long Beach 


Los Angeles 


Los Nietos 
Lynwood 
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Mountain and Pacific States 


CALIFORNIA 


Commodities 


Farm implements 

Chemicals, deep well turbines, electric 
measuring instruments, liquid storage 
equipment, power woodworking ma- 
chines, water pumps 

Industrial cleaning equipment 

Aircraft and parts, television antennas 
Petro-chemical specialties, pipe per- 
forators 

Seeds 

Detergents, industrial machinery 
Transformers 

Iron and steel products 

Agricultural implements and spares, 
raisins 

Dried fruits 

Food products 

Construction machinery 

Sprinklers for agriculture 

Meat and bone cutters, meat-cutting 
machinery 

Metal fittings 

Fruit 

Aircraft parts 

Mineral fillers 

Metal products 

Aircraft hydraulic equipment, auto 
parts, bathroom accessories, beverages 
brass name plates, canned food prod- 
ucts, carts, cement making machinery 
and parts, chemicals and products, 
combination ranges, sinks and refriger- 
ators, desk-top equipment, electric bat- 
teries, food, heating and air-condition- 
ing equipment, industrial chemicals, 
iron and steel, lathes, malt foods, met- 
al products, motion picture cameras 
motion picture and communications 
equipment, oi! field and pliant equip- 
ment, oil well engineering, paints and 
related products, petroleum products, 
pharmaceuticals, phonograph record 
compound, plumbing equipment, 
pumps, shop equipment, soap and tol- 
let preparations, store display equip- 
ment, tire safety seals, truck parts, 
wheel chairs 

Oil tools 

Automotive equipment 


Cities Commodities 

Mecca Dates and date products 
Niles Plants, trees 

Nipomo Chemicals 


North Hollywood Sportswear and foundations 
Baby foods, business machines, indus- 


Oakiand trial filters and supplies, mining ma- 
chinery, ovens and burners, petroleum 
meters and pumps 

Pacific Grove Canning machinery 

Pasadena Pumps 

Pomona Paper and paper products, pumps 

Redlands Piumbing fixtures 

Richmond Canned fruits and vegetables, chemi- 
cals 

Sacramento Canned food 

San Diego Aircraft parts, ships, steel products 


Auto parts, builder's hardware, canned 
foods, chemicals and products, con- 
struction machinery parts, electric ma- 
chinery, electronic controls, fats and 
oils, fruit, hand tools, iron and steel, 
ladies wear, medical therapy equip- 
ment, metal products, oil burner 
equipment, paints and related prod- 
ucts, petroleum and products, printers’ 
ink, welding equipment 


San Francisco 


San Gabriel Adding machines and multipliers, of- 
fice appliances 

San Jose Food machinery, food products 

Sen Leandro Offset disc harrows 

Sen Martin Canned goods 

Santa Ana Agricultural implements and spares 

Santa Monica Aircraft parts and accessories 

Sausalito Synthetic fibers 


South Pasadena Scientific instruments 

Sunnyvale Canned food, tractors and earth mov 
ing equipment 

Terminal Island Meta! containers 


Torrance Automotive service equipment, drill 
pipe protectors, plumbing fixtures 

Trona Borax, boric acid, soda ash, freon re- 
frigerant, methyl bromide 

Vernon Chemicals 

Westend Chemicals 

Whittier Drilling bits 

Woodland Construction machinery 

Other Canned foods, chemicals, drugs, fruits, 
herbs, plastics, rayon piece goods, 
spices 
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CALIFORNIA 






EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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Unclassified — United States 


(THE FOLLOWING PRODUCTS ARE INCLUDED IN THE RETURNS OF THOSE 
COMPANIES WHICH COULD NOT FURNISH A BREAKDOWN OF 
THEIR SHIPMENT BY TOWN AND CITY OF ORIGIN) 


Advertising novelties 
Aerosol bombs 
Agricultural implements 
Air rifles 

Aluminum and manufactures 
Anesthesia gases 
Antibiotics 
Automobiles and parts 
Automotive coaches 
Ball bearings 
Beverages 

Biologicals 

Books 

Bottling equipment 
Brassieres 

Building materials 
Butter 

Cameras 

Canned foods 

Carbide 

Carpets 

Ceramic supplies 
Cereals 

Check signers 
Chemicals 

Cigarette cases 
Cleaning cloths 
Combines 

Compacts 

Cosmetics 

Cotton 

Cotton textiles 

Cotton wicking 
Cutting machines 
Dairy products 

Diesel engines 

Drugs 

Dyes 

Eggs 

Electric appliances 
Electrical equipment and supplies 
Electrical machinery 
Electronic machinery 
Enamelware 

Engine bearings 

Farm and garden tools 


Farm machinery 
Fats and oils 
Felt 

Film 

Flavors 

Food machinery 
Frozen fish 


» Frozen foods 


Fruit 

Furniture 

Generators 

Glass products 

Glucose 

Grain and products 
Grain drills 

Grain testing equipment 
Hardware 

Herbs 

Hosiery 

Insecticides 

Laboratory apparatus 
Lamps and lighting equipment 
Leather 

Lithographic work 
Lumber and products 
Magazines 

Manicure specialties 
Marine and camping equipment 
Metal products 

Mining machinery 
Moisture testers 

Mops 

Movie cameras and projectors 
News features and comics 
Nutritionals 

Nylon fabrics 

Office appliances 

Office supplies 

Oil field equipment 
Onions 

Paper and paper products 
Pens 

Perforators 

Petroleum products 
Pharmaceuticals 


Pipe 


Plastics 

Plumbing goods 
Potatoes 

Powdered milk 

Power plant equipment 
Print screens 

Pumps 

Rayon textiles 

Rayon yarns 
Refractories 
Reproduction equipment 
Road-building machinery 
Roller bearings 

Roofing 

Rosin 

Rubber products 

Rugs 

Scales 

Scientific equipment 
Seat covers 

Shaving materials and instruments 
Shoe machinery and findings 
Solder 

Soap 

Soft drink components 
Spices 

Sporting goods 
Sportswear 

Stainless steel ware 
Stationery 

Storage batteries . 
Surgical instruments 
Tape recorders 
Telephone wire 

Textile machinery 

Tire vulcanizers 

Toilet goods 

Toys 

Tractors and parts 


Tricycles 
Trucks 
Welders 


Welding equipment 
Wire and cable 
Writing instruments 
Zinc (slab) 
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Mr. Epernarter. If there is no objection, the committee will recess 
until one-thirty this afternoon. 
(Thereupon, at 12:35 p. m., the committee recessed, to reconvene 
at 1: 30, same day.) 
AFTERNOON SESSION 


Mr. Grecory. The committee will come to order. 

The next witness is Mr. Wolcott Hooker . 

Mr. Hooker, will you give your name, address, and the capacity in 
which you appear for the record ? 


STATEMENT OF R. WOLCOTT HOOKER, PRESIDENT, SYNTHETIC 
ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION, NEW 
YORK, N. Y. 


Mr. Hooxer. Mr. Chairman and distinguished members of this 
committee, I am R. Wolcott Hooker, president of the Synthetic 
Organic Chemical Manufacturers Association, composed of 91 chemi- 
cal companies which produce organic chemicals in 248 plants located 
in 35 States. 

Mr. Reep. I am very happy to see you here, Mr. Hooker. You 
have been before this committee before. It is always a pleasure to 
have you here, and you always furnish us with some very valuable 
information. 

Mr. Hooker. You are very gracious, and I will try to live up to 
your expectations. Thank you. 

We estimate that the members of this association produce more than 
90 percent of the total production of synthetic organic chemicals 
in this country. The industry started with the use of coal-tar crudes 
to create many synthetic organic chemicals. These organic chemicals 
also are derived in readies, ar form from petrochemicals and from 
acetylene. Additional sources and processes have been opened up 
to the organic chemist, and the industry is constantly engaged in 
research programs seeking other raw materials and processes. 

The products of the industry are directly utilized or are combined 
and converted into jet fuels, rocket propellants, medicinals, dyes, 
plastics, synthetic rubber, insecticides, detergents, explosives, photo- 
graphic chemicals, soil conditioners, flavor and ais materials, 
synthetic fizers, fuel additives, and a host of other products useful 
to industry and agriculture. 

Your committee is aware of the importance of organic chemicals 
as such to the successful conduct of modern warfare. Indeed, I believe 
it is accurate to state that a healthy organic chemical industry is 
vital to the security of the United States, most certainly so if we 
are to achieve our goals in the fields of jet propulsion, rockets, missiles, 
and space satellites. For example, the records of only 11 of our 
members show that they wrodteed over 1,500 different organic chemi- 
cals which were used by the Armed Forces during World War II 
and the Korean conflict. It is interesting to note that over 100 of 
these chemicals had not been used at all in World War II, but assumed 
importance a few years later during the troubled days in Korea. 

I mention this for two reasons: One, to reaffirm the importance 
of this industry to our national security, and, two, to point up the 
fact that the creation of new organic chemicals for use by the Armed 
Forces depends upon a realistic tariff policy rather than indiscriminate 








SaaS URN SOON 





2056 RENEWAL OF TRADE AGREEMENTS ACT 


across-the-board tariff cutting. I am confident that you are also aware 
that the organic chemical industry is equally important to our peace- 
time economy. 

It seems clear to us that the ability of the industry to fill such needs 
depends upon the maintenance of its productive capacity and the re- 
tention of its technically trained manpower. 

Synthetic organic chemicals result from many separate and com- 
Bes operations, sometimes requiring weeks or months of processing. 

omestic producers of organic chemicals are at a distinct competitive 
wage disadvantage when compared with foreign organic chemical 
manufacturers) In many instances where there is comparable pro- 
ductivity, foreign labor costs are from one-fourth to one-tenth of those 
in the United States. 

In bilateral trade agreements and in the multilateral agreement 
known as the General Agreement on Tariffs and Trade, more than 
90 of 116 tariff rates applicable to organic chemicals have been re- 
duced. The effect of these reductions in duty rates, some of which 
were made across the board, has not yet been fully measured. 

However, the resurgence of the organic chemical industries of West 
Germany, France, Sweden, Italy and Japan, and the demonstrated 
ability of producers in those countries to enjoy competitive advan- 
tages at existing duty levels requires that great caution be exercised in 
considering additional tariff reductions. 

Barron’s Weekly, in its March 3, 1958, issue, contains an editorial 
stating that European industry is now on the march and that reports 
of its weakness have been greatly exaggerated. The editorial con- 
cludes that, “The Old World, in sum, is stronger and healthier than 
many suppose. For the New World let the watchword be: ‘Physician, 
heal thyself.’ ” 

It is not our purpose to oppose a type of foreign trade program 
which would be truly reciprocal in nature and selective in application. 
Current economic conditions suggest that Congress review the entire 
trade agreements program and take the necessary steps to establish 
a truly reciprocal and mutually beneficial trade policy. The original 
Trade Agreements Act has been revised so often that it has become 
a hodgepodge of unrelated and possibly inconsistent provisions. 

The administration of the act has created tariff complexities. We 
firmly believe that foreign trade policies must be spelled out clearly 
in legislation. The Constitution places the responsibility for foreign 
trade policy in the Congress alone even though the Congress right- 
fully may provide by legislation that the handling of details be 
assigned to others. 

It is our view that foreign trade policy provisions should be en- 
acted into permanent legislation to remove uncertainty and stabilize 
trade and employment. It is also our view that administration of 
these policy provisions should be placed in a legislative agency of 
the Government and divorced from the executive function of nego- 
tiating trade agreements with foreign nations. 

The 1934 act, as your committee knows, was predicated upon the 
principle that trade agreements could be beneficial to the United 
States when negotiated on a bilateral basis with a principal foreign 
country supplier. This appears to be a desirable policy to which the 
United States should return by appropriate legislation. Prior to the 
General Agreement on Tariffs and Trade, the United States entered 
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into many such agreements. Several of these bilateral agreements 
contained a provision which permitted the United States or the ne- 
gotiating foreign country to withdraw or modify a concession when- 
ever some other foreign nation became the chief beneficiary. 

Particularly under present economic conditions in the United 
States it would appear that examination should be made of existin 
trade agreements, including the General Agreement on Tariffs an 
Trade, to determine whether the concessions granted continue to be 
reciprocal, or whether a foreign country which has not afforded the 
United States a reciprocal concession on exports enjoys large benefits 
without incurring any corresponding obligation. 

Permanent policy legislation pertaining to foreign trade should, of 
course, include restraints upon agents of the Congress or of the execu- 
tive departments insofar as defense or security needs of the United 
States are concerned. Legislative policy should explicitly declare 
that laws affecting tariffs and foreign trade must be subordinated 
especially to the interests of national defense. 

Genuine reciprocal trade legislation would seem to require a periodic 
review of existing trade agreements in order that they might be ad- 
ae to conform to economic changes, price level shifts or techno- 
ogical needs. 

he Synthetic Organic Chemical Manufacturers Association deems 
it essential that future trade agreements be formulated in accordance 
with clearly established and explicit criteria along the lines just 
mentioned. H. R. 10368 does not purport to deal with any of these 
fundamental principles. Accordingly, the association cannot sup- 
port this measure. 

Only yesterday another bill on foreign trade policy came to m 
attention—H. R. 11250, introduced by Sonaueanaad orn of South 
Carolina. Although I have not as yet had a chance to study this bill, 
it would seem to me to give promise of a practical solution to foreign 
trade problems. I hope that the Dorn bill will be thoroughly con- 
diam by this committee. 

Although we earnestly suggest that the Congress refrain from ap- 
plying more patching plaster to the 1934 act, we believe that the 
committee may wish to _ our views concerning the type of amend- 
ments which this industry considers would be desirable in H. R. 10368 
if the entire trade agreements program is not to be overhauled. 

Congress, in the Trade Agreements Extension Act of 1954 and 1955, 
included national defense amendments in the law, placing in the Office 
of Defense Mobilization the responsibility of safeguarding our na- 
tional defense and security. These soundly conceived legislative pro- 
visions cannot be effectively enforced unless the Office of Defense Mo- 
bilization be given authority to determine whether proposed reduc- 
tions in duty threaten essential defense industries. As administered, 
however, the first national defense amendment requires that, rather 
than the Office of Defense Mobilization, the Trade Agreements Com- 
mittee initially determine whether proposed reductions in duty may 
create serious problems. 

It is suggested that the Office of Defense Mobilization should be 
authorized os statute to establish the initial lists of products essential 
to our defense or security. The Trade Agreements Committee or 
other executive agencies of the Government should not thereafter 
include in any tariff negotiating list items which have been declared 
essential. 
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The other national defense amendment in existing law relates to 
the limited authority of the Office of Defense Mobilization to inquire 
whether national security has been threatened by reason of imports of 
a particular commodity on which a trade-agreement concession has 
been made. A determination that injury or threatened injury exists 
can be reported only to the President, who then may order an investi- 
gation of the facts. Upon the completion of this investigation, the 
Office of Defense Mobilization reports to the President who is directed 
to take appropriate action. 

Existing legislation should be amended so as to require that both 
the Office of Defense Mobilization and the President act promptly. 
To that end, we suggest that the statute should provide that once the 
Office of Defense Mobilization has advised the President that imports 
threaten to impair national security,‘an investigation ordered by the 
President shall be completed within 90 days. The President shall 
also, within 30 days thereafter, act upon the findings and recommenda- 
tions made. 

The administration of the present trade agreements program inso- 
far as the organic chemical industry is concerned, reflects a failure 
on the part of the executive agencies to realize the extent to which 
this industry is essential to our national security. The interrelation- 
ship among organic chemicals is so intimate and complex that com- 
petitive impact from imports is not isolated in its effects. A reduction 
in duty seemingly unrelated to defense needs may well have an adverse 
secondary effect should this item become a keystone chemical in the 
building of a complex rocket fuel or other product for the Armed 
Forces of the future. 

On previous appearances before your committee we have urged that 
the Congress provide that tariff reductions be made on a selective 
basis and that across-the-board or blanket reductions in rates of duty 
be avoided. Coupled with this need for intelligent discrimination 
in tariff cutting is the requirement that where a reduction in duty 
may impair the development of chemicals necessary for our Armed 
Forces, that such chemicals be withdrawn from the bargaining list. 

While existing law seems to contain satisfactory escape clause defini- 
tions of injury and industry, administration of the escape clause 
provisions leaves much to be desired. Many differences of opinion 
have arisen between the Tariff Commission and the President in escape 
clause cases. 

These differences apparently arise from the fact that the Congress 
has expressly directed the Commission to recommend withdrawal or 
modification of a trade agreement concession when imports cause or 
threaten serious injury. However, another expression of congres- 
sional purpose permits the President, in his discretion, to follow or 
refuse to follow the Commission’s recommendations. The only direc- 
tion to the President is that he act in a manner consistent with the 
national interest. 

The term “national interest” has been construed by the President 
in such a broad and sweeping manner as to deny relief to an affected 
industry which has suffered injury. The President under the na- 
tional-interest concept is presently permitted to overrule escape-clause 
recommendations of the Tariff Commission. Rules of guidance to the 
President therefore should be spelled out clearly in the law. Other- 
wise the explicit purpose of the Congress may be bypassed for a variety 
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of reasons, which may be wholly irrelevant to the administration of a 
statute dealing with foreign trade. 

Decisions of the Tariff Commission recommending an increase in 
duty rates or other modifications of a concession should be binding 
upon the President unless the Congress be advised by him that the 
national interest requires that such decisions not be followed. The 
Congress itself should then determine whether the reasons advanced 
by the President are of sufficient importance to justify a refusal or 
failure to follow the recommendations of the Tariff Commission. We 
believe that it is essential that the law be amended to provide that 
recommendations of the Tariff Commission be effective in the ab- 
sence of congressional disapproval. 

With respect to peril-point investigations under existing law, it is 
difficult to the point of impossibility for the organic chemical industry 
to comply with procedural requirements in preparing adequate mate- 
rial for presentation to the Tariff Commission. Similarly, we believe 
that the Commission is incapable of topnotch performance under con- 
ditions laid down in existing law. Sufficient time should be accorded 
all interested persons to make representations concerning peril points 
and the Commission should be furnished with the investigative means 
and afforded adequate time in which to complete its studies. 

The law should contain criteria to guide the Commission in ascer- 
taining peril points. We suggest that the Commission be directed 
to compare, whenever practicable, differences in cost of production of 
domestic products with competitive foreign products listed for trade- 
agreement negotiation. The Commission should also be required to 
determine the prices at which such foreign articles are sold for export 
to the United States, and compare such export prices with prices of 
like domestic products when sold at wholesale in the domestic markets. 

The Commission should be required to estimate the increased volume 
of imports of each such article which would result from the granting 
of maximur.: concessions permitted under the law during a specified 
number of years. Imports in excess of this estimated volume should 
be determined by the Commission to constitute a threat of injury. 

We again emphasize that our primary recommendation is the com- 
plete overhaul of the trade agreements program which appears to be 
the purpose of Congressman Dorn in H. R. 11250. 

In urging amendments to the approach exemplified by H. R. 10368, 
we are not indulging in theoretical speculations. We believe that the 
national interest dictates that a healthy organic chemical industry be 
preserved at all times. The decision as to whether this industry can 
continue to serve the security and economy of the United States 
is in your hands. Although we support genuine reciprocal trade, 
we do not believe that H. R. 10368 or similar legislation will produce 
such a program. 

This committee can and should develop a trade agreements program 
which is of mutual benefit to the United States, its industry, its work- 
ers and to friendly foreign nations. 

Thank you, gentlemen. 

Mr. Gregory. Any questions of Mr. Hooker? 

Mr. Reep. I would like tomake an observation. 

Mr. Grecory. Mr. Reed. 

Mr. Reep. I would like to congratulate you upon a very fine and 
helpful paper. 
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The chemical industry in this country has had a rather tragic experi- 
ence, has it not, going back to the First World War? 

Mr. Hooker. There is no question about it, sir. 

Mr. Reep. You remember, as I remember very well, that we took 
over the chemical formulas that Germany had, and they were in the 
hands of, I believe, I.G. Farben. We took that over and upon that we 
started a chemical industry. It was not very long after that that they 
rehabilitated themselves abroad in the chemical industry, and they too 
us over the ropes again and ruined our industry. Is that true? 

Mr. Hooker. Very definitely, sir. It has only been with the pro- 
tection of Congress that the chemical industry has been able to exist 
against foreign competition. 

Mr. Reep. What I was trying to say was the Alien Property Custo- 
dian took over the foreign chemical industry. 

Mr. Hooker. Yes, sir. 

Mr. Reep. I remember after the First World War that Germany 
offered to supply this country with $20 million worth of chemicals 
every month in payment of reparations. Do you remember that? 

Mr. Hooker. At that particular time, sir, I was still in school. I do 
not remember this particular phase of it. 

Mr. Reep. I remember it very well because I was in Congress at 
that time. 

The chemical industries abroad are rehabilitated largely with our 
taxpayers’money. Isthat not true? 

Mr. Hooker. Yes, sir. 

Mr. Reep. So, knowing what they can do with these low tariffs, you 
still are in danger, are you not? 

Mr. Hooker. There is no question about it, sir. We are in grave 
danger. 

Mr. Reep. Yes,sir. Thechemical industry has built up very largely 
in the South during the last few years. 

Mr. Hooker. There has been a tremendous growth of the chemical 
industry throughout the South; in Texas, Louisiana, Georgia, Florida 
and Alabama. 

Mr. Reep. I am glad that you are here to present a paper such as 
you have presented to us today. 

Mr. Hooker. It is my privilege, sir; I appreciate it. 

Mr. Grecory. Mr. Mason will inquire. 

Mr. Mason. Mr. Hooker, the Old World, as you call it, is now pro- 
ducing more than it ever did before the last war because it has been 
rehabilitated largely by our money. 

Mr. Hooker. This is true, sir, I am sure. 

Mr. Mason. You said, because of that fact, the New World should 
adopt the slogan, “Physician, heal thyself.” 

Mr. Hooxer. This was a quote that I found, yes, sir. 

Mr. Mason. It is a very apt quote. I wonder if my interpretation 
of that phrase “Physician, heal thyself” is about the same interpre- 
tation that you have, and that is this: 

Don’t destroy jobs at home in order to create jobs elsewhere. 

That is my interpretation. 

Mr. Hooxer. This is exactly my interpretation, sir. The Old World 
is enjoying a prosperity which it never enjoyed before, and in a very 
substantial measure, in my opinion, it is enjoying this prosperity be- 
cause of the American capital and the American know-how with which 
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it has been provided, and then, when it comes to taking the American 
market and the jobs away from American laborers, we think that is 
going too far, sir. 

Mr. Mason. I agree entirely with your philosophy and I am in 
perfect accord with it, and I shall so vote. 

Mr. Hooker. Thank you very kindly, sir. 

The Cuarrman. Mr. Sadlak will inquire. 

Mr. Sapitak. Mr. Hooker, you have a very fine paper here, as Mr. 
Reed has mentioned. 

I am not clear as to whether your industry has been declared to be 
one that is required to maintain national security. Has your industry 
in any way made application to be declared as essential to national 
security ¢ 

Mr. Hooxer. Let me put it this way: [ am satisfied that the industry 
as such has not, as this is too complex a thing, but a great many of our 
individual products have. 

Mr. Sapiak. So that the organic chemical manufacturers associa- 
tion, as such, has not been declared as beim necessary for national 
security by the Office of Defense Mobilization / 

Mr. Hooxer. I think I am correct in answering no to your question, 
sir. 

Mr. Sapiak. Have any applications been made, or, as far as you 
know, is there any investigation underway ? 

Mr. Hooker. I think not. I think it would be impracticable to 
apply for any such thing for the entire organic chemical industry. It 
is too broad and too complex a thing to apply to an industry as such. 
But the industry makes thousands of products which are so complex 
and interrelated; many of these products have been placed in the 
category which you referred to, of a critical nature in our defense 
program. 

Mr. Saptak. However, you feel that because of the essentiality of 
your industry the suggestions which you have made ought to be incor- 
porated into any extension of the act that we might approve? 

Mr. Hooker. Yes, sir. 

You will recall, sir, that in my statement today I have referred to 
selective tariffs. We said across the board. We say look at them 
individually. 

Mr. Sapiak. There is not much left. It has to be on a selective 
basis. It is my understanding from these hearings, no matter which 
one we select now to make further cuts, as provided in this bill, 5 
percent a year for 5 years, every one of them would be having 
difficulty. 

Mr. Hooxer. I think this is correct, sir. 

Mr. Sapiak. That is all, Mr. Chairman. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. About what proportion of your industry is concerned 
with new products and new processes as opposed to establish products ? 
Have you any sort of a rough breakdown on that? 

Mr. Hooker. I don’t know, sir, that I am in a position to answer 
your question. I think that approximately 5 percent of the total sales 
dollar of the chemical industry goes into research and development 
to create new products. 

It has been said—I am not sure that I am putting this accurately— 
of the majority of products our chemical industry produces today, 
that a very large percentage of them were not known 10 years ago. 
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Mr. Curtis. That is what I wanted to get a little more of a break- 
down on if possible, because it seems to me that it is in this area that 
we can find problems that exist and probably the solutions. I guess, 
more than in any other industry that I can think of, new products 
in your industry and new processes play a great part. 

Mr. Hooker. Yes, there is no question about it. The new products 
play a great part because the death rate of products in our business 
is very high. In order to survive we must influence production. 

Mr. Curtis. That, of course, has a reflection in your tariffs because 
we tend to try to describe products, and there is a rigidity in that. 
Is that not one of your difficulties, the fact that concessions have been 
made and, using the descriptions we have, would then apply to products 
that really were new or not on the market ? 

Mr. Hooker. That is true, sir. The so-called general terms or basket 
phrases, even when they were written into legislation, were not in- 
tended to cover the things that were subsequently developed. But it 
has hamstrung the industry. 

Mr. Curtis. There has been an acceleration, has there not, even over 
what the rate of development of new products was, say, before World 
War II? The acceleration in the area of new products through re- 
search and development has increased, has it not? 

Mr. Hooker. Yes, sir, very markedly. 

Mr. Curtis. I wish there were some way we could dig into more 
of the details in this problem of research and development. You say 
it is ebont 5 percent. 

Mr. Heoxer. I am speaking broadly, sir. I think a fair percentage 
is somewhere between 3 and 6 pere ent. and I am not talking about any 
particular company. But I think about 5 percent of the chemical 
indnstry as such, of their sales dollar, is spent on research. 

Mr. Curtis. Of course, it is important, if we are going to continue 
research and development, that the companies do have an opportunity 
of recouping the amount of money that they spend in research and 
development of a new product or a new process. 

Mr. Hooker. This is our lifeblood, Congressman. Unless we can 
make enough money to spend enough money on research, obviously. 
we are either going up or we are going down. You don’t stand still 
in any phase of life. 

Mr. Curtis. There are many students of American economics who 
feel that one reason our country developed as rapidly and with such 
healthy growth was the result of our patent laws, which were mer ely 
a device to encourage research and development by providing the 
opportunity of recouping and having a profit on the amount of time 
and effort spent in research and development. I have heard stu- 
dents of this theory say that the patent laws do not lend themselves too 
well to protecting the research and development in the chemical field, 
and I could probably add other fields as well. Would you have any 
comment on that ? 

In other words, putting it another way, once you develop a new 
product or a new process, is it possible for a competitor to duplicate 
that and move right into the market that would be there for that 
particular product? 

Mr. Hooker. Sir, I don’t profess to be a patent lawyer. I can re- 
flect, however, the predicament in which our patent lawyers in m 
company find themselves, and the condition which you describe is 





RENEWAL OF TRADE AGREEMENTS ACT 2063 


very accurately put, and the answer to your question is yes, we do 
find it very difficult, having developed a process, to protect ourselves 
in the use of that process. 

Mr. Curtis. Of course, we are all familiar with the allegations that 
the competitors abroad in the chemical field in particular have de- 
veloped cartel systems which are permissible apparently under their 
governments. Take Germany, for example. 

You can say a lot of evil things about a cartel system perhaps, but 
it certainly is a method of protecting investment in research and de- 
velopment. 

Mr. Hooker. I think this is the general feeling, sir, of those who 
have studied this phase of it, and it is widely believed by us in this 
country in the chemical industry that this type of intercompany 
cooperation in Switzerland and in Italy and in France and in Germany 
is encouraged, whereas those of us in this country who might indulge 
in that might have to leave home. 

Mr. Curtis. That is very well put. 

I felt this way, that when we impose burdens on our manufacturers, 

roducers, agricultural and labor for social reasons—and I happen to 
be in favor of most of our legislation that is put on the books for social 
reasons, one being antitrust laws—lI thing it is very proper that we 
can reflect a differential if the same burden for those reasons were not 
imposed on the competition which our domestic industry must face. 

In this area, though, I might state this: our Joint Economie Sub- 
committee on Fiscal Policy recently conducted some hearings in the 
area of Federal expenses, and Congressman Mills, our chairman here, 
was chairman of that subcommittee, and we had a number of the 
panelists who prepared papers ahead of time discuss this question of 
the amount of possible Federal expenditures in the area of research 
and development, and, of course, we broadened it to include the 
private sector and what was being spent there. I do not think there 
is any question that that is an area that we have to pay particular at- 
tention to in our society today in the competition we now see through- 
out the world. 

There were some comments made that up to date we have been 
importing our basic research, importing the brains, the scientists and 
so forth who actually were nationals of other countries and came to 
this country. So I have been very much concerned about what can 
be done in this area to protect the research and development that. is 
going on and probably foster it more, and that is what appeals to me 
more than anything else in this problem of the organic chemical in- 
dustry. We obviously are not doing it. Maybe we are hampering the 
industry. Maybe we need to modify our trust laws. Maybe we need 
to do something on patent laws. 

I am satisfied that the tariff is not a good device to provide that 
differential. That is my own conclusion. 

Mr. Hooker. Congressman, let may say, without repeating what 
you say, that I and. many of my associates in our industry share 
your concern. We are delighted that you have this concern, sir. 

I, too, agree that the tariff is perhaps not the ideal way to solve 
this problem. 

Mr. Curtis. In my judgment it is a cumbersome way, but, of course, 
the thing that is most disturbing is that our trade negotiators ap- 
parently do not even have a concept of this picture, of the economic 
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problems involved. ‘They don’t seem to have any understanding of 
the impositions that we place for social reasons on our own manu- 
facturers possibly, and their failure to recognize that we have to 
weigh those differences when we are dealing with these foreign com- 
petitors, and particularly if we want to achieve the very purpose they 
say we want to, which is to raise the economies of these friends 
abroad. 

Mr. Hooker. I think, if we go further, it is not only to raise the 
economy but it is to preserve the economy. 

Mr. Curtis. Just one specific question. 

Again we are talking about our competitors and what burdens are 
placed on them and what Government policies apply to them. I 
understand that Great Britain, for example—they are one of our 
competitors in this field—embar; goes imports of any synthetic organic 
chemical of the type made in the United Kingdom. Is that a true 
statement or not? 

Mr. Hooxer. I have the benefit of counsel sitting beside me here 
to give me a technical answer, and he says that this is under a token 
system. 

I don’t wish to go overboard and be too technical on it. The fact 
is the answer to your question is “Yes.” But I could not specifically 
state the law. 

Mr. Curtis. At any rate, it seems to be the policy of Great Britain, 
evidently recognizing the problems that we are discussing right now 
as far as their country is concerned, the problems involv ed in such a 
dynamic industry, a grow ing industry, where research and develop- 
ment is such an impor tant aspect, at least they have recognized it to 
the extent that they provide a very rigid protection system. 

Mr. Hooker. Very rigid. This is true as between the United 
States and Canada. 

Mr. Curtis. I certainly appreciate your paper here and I have just 

resented very deeply the type of witnesses who come before us over a 
period of many years arguing for reciprocal trade. 

As you say, organization is for those objectives. 

I cannot imagine a group that is really more internationally minded 
than your organization. 

I know Monsanto Chemical, which is located in my district, has 
plants all over the world and they certainly recognize the importance 
of foreign trade and these needs, and to have your group pictured 
here as if you are a bunch of isolationists and completely unconcerned 
about the welfare of people abroad has been very disturbing to me, 
and it is not going to produce the solutions that we do need. I do 
not know what the answers are. 

I do know this: that we are going to find them only if we try to dig 
into these real problems. 

Mr. Hooxer. This is our plea, sir: that you and your associations 
and the Congress in general dig into these problems, and we deeply 
appreciate the opportunity of presenting some of our thoughts on the 
subject for your consideration. 

Mr. Curtis. I might state this: I do not happen to agree with a num- 
ber of my colleagues here that the Congress is the place to set up 
these procedures. 

I am satisfied we have to delegate these powers to the Executive, and 
my concern is how we do the delegating so that we set up proper pro- 
cedures and good procedures. 
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I also say this: that I think that essentially the reciprocal trade 
agreement formula procedures essentially are sound, but we have not 
done our homework in setting up the proper mechanism in delegating 
that authority. 

It is in that area that I see that a lot can be done. 

Mr. Hooker. In 1934, sir, they may have been sound. I say they 
may have been. However, since then they have become so confused 
that, in the opinion of myself and many of my associates, they are not 
sound. 

Mr. Curtis. I might say even the proponents of the reciprocal trade 
agreement, and I am one of them, ought to recognize that fact. I 
mean just going over them as we have here. One of them is this 
national security clause. If that makes any sense to either side I have 
yet to hear someone express it, but it is full of that kind of thing and 
I could not agree with you more. You have to be very careful if it is 
going to do anything for either side. 

Mr. Hooker. You have stated that you are one who is in favor of 
reciprocal trade agreements. 

Let me say that our industry is not in favor of sticking its head in 
the sand whatever. We favor reciprocal trade, but we want it to be 
reciprocal. We do not want it to be just a one-way street. 

Mr. Curtis. I could not agree with you more and I think you have 
laid this thing out right. I appreciate it very much. 

Mr. Hooker. Thank you. 

Mr. Grecory (presiding). Mr. Hooker, Mr. King desires to inquire. 

Mr. Kine. Mr. Hooker, is it not true that your industry receives a 
very special form of protection on competitive imports in the form of 
special valuation of such imports ? 

Mr. Hooker. The American selling price ? 

Mr. Kina. On the American selling price. Do you know of another 
industry that receives that sort of treatment ? 

Mr. Hooker. This applies to a relatively small proportion of the 
products of our industry. I do not know of any other industry to 
which this would be applicable. 

Mr. Kina. What segments of the chemical industry enjoy this? 

Mr. Hooker. The coal tar products segment. 

Mr Kine. Is not that the segment that you are representing, Mr. 
Hooker ¢ 

Mr. Hooxer. Substantially, yes, the synthetic organic chemical 
industry. 

Mind you, sir, let me say that to the best of my knowledge the 
association of which I at the moment have the privilege to be president 
has never come down here and asked for tariffs to be increased to give 
us more protection. We do not regard ourselves as an infant industry. 
It is a very healthy industry and a very valuable industry, and we 
want to keep it healthy and valuable. We just do not want to have 
it being shot at from all sides and knocked to pieces until there is 
nothing left of it that is of value to the country or to its owners. 

Mr. Kitna. Mr. Hooker, I am noting, from the most recent report 
of the Depariment of Commerce, that from January to November 
1957, the exports of the chemical industry amounted to $1,283 million 
and that the imports were $249,500,000. 

Mr. Hooker. I have no reason whatever to question those figures, sir. 

Our complaint, if it be a complaint, or our plea, is that exports are 
going down and imports are going up, and this is a dangerous trend. 
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It should be recognized by the Congress and suitable action should 
be taken. 

Of course, the figures which you gave, sir, would include the entire 
chemical industry, which I am not here to represent. 

Mr. Kina. I also have what I think is the breakdown for this period 
on the segment of the industry you are representing. 

Mr. Hooxer. This could still be true of that industry, sir. 

Mr. Kine. The exports in the first 11 months of 1956 were $70 
million and this increased in the first 11 months of 1957 to $82 million. 

Mr. Hooker. I have no reason to question the validity of these fig- 
ures. It is the trend that brings us here. It is our feeling that it is 
for all of us, for you and for me, a lot more fun and a lot easier to keep 
something alive than it is to breathe the breath of life into something 
that has gone dead. 

Mr. Kine. You have mentioned that inroads are being made and 
that you are fearful of what might happen in the future with respect 
to imports versus exports. 

Mr. Hooker. We are fearful of what is happening right now, sir. 

Mr. Kine. Yet you improved your position in 1956-57 from $70 
million to $82 million; so, on the basis of this figure, what is making 
you apprehensive that you are skidding ? 

Mr. Hooker. We have improved our exports. How does this com- 
pare with imports in that same period, sir? Do you have that figure? 
I do not have it. 

Mr. Krne. I can have it quite promptly. 

Mr. Hooxer. I do not need that to answer your question. 

The answer is that there are just more people being born all over 
the world and there has been a tremendous upsurge of, we will say, 
humanity in otherwise darkened spaces of the world which have be- 
come consumers of chemicals. 

I think that is the answer. 

Take the field of medicinal chemicals. There is a tremendous ship- 
ment of antibiotics and medicinal chemicals around the world. This 
has been very real, but these same chemicals are subject to this same 
foreign competition that I referred to. 

Mr. King. Perhaps it would be well if I read a paragraph or two 
from the statement of Mr. Kearns, Assistant Secretary of Commerce 
for International Affairs. There are several paragraphs. I will only 
burden the committee with one. I am quoting Mr. Kearns: 

I think it is quite safe to say that major segments of the chemical industry are 
now exporting quite a bit more in relation to imports than they were in 1952. 

It is quite possible that certain types of chemicals have been hurt, but that is 
something that the Eisenhower Administration is greatly concerned about and for 
which it seeks a remedy, but by and large there is no question that the major 
segments of the chemical industry have had their advantage in foreign trade 
during the past few years. 

Mr. Hooker. Let me say, sir, I think I heard Mr. Kearns make this 
statement. I do not agree with him, but I am delighted if the Eisen- 
hower administration is concerned about certain areas of the chemical 
industry, and that is whay I am here, urging that you gentlemen and 
your associates regard this as a selective process. 

Mr. Kine. You are urging us to in turn urge the Eisenhower 
administration to do something? 

Mr. Hooker. Urging anybody in God’s world, yes, sir. 

Mr. Kine. That is all. 
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Mr. Grecory. Mr. Reed will inquire. 

Mr. Reep. I am sorry to take your time again, but I think you can 
perhaps furnish me with some information and that is with reference 
to the average hourly earning per worker in the Japanese chemical in- 
dustry. 

My figures show that in 1953 it was 26 cents as compared with $1.83 
for workers in the United States chemical industry. Is that about 
right ? 

Mr. Hooker. I think this is approximately correct for that time, sir. 
I think that I am right in saying that the average worker in the chemi- 
cal industry in the United States today gets about $2.50. 

Mr. Reep. I thought there might have been some change. 

Mr. Hooker. In our organic chemical industry. 

Mr. Reep. I looked up these figures some days ago. The average 
hourly earnings for workers in the chemical industry in the allied 
trade industries in Great Britain in April, 1954, was 52 cents compared 
with $1.88 for workers in the United States chemical industry. 

Has there been some change there ? 

Mr. Hooker. That isthe truth, sir. It is the same differential. 

Mr. Reep. The average hourly earnings of the industrial workers 
in the chemical industry in West Germany in May 1954, were 41% 
cents compared with $1.90 per worker in the United States chemical 
industry. That is about right? 

Mr. Hooker. Yes, sir, that is about right. It is our feeling, sir, that 
we in our industry are not afraid of what we consider fair competition. 
We do not feel that we are being given a fair break when we are 
saddled with burdens which make it impossible for us to make and 
produce in this country a product which somebody can deliver of the 
same quality on our shores under existing duties and have a competi- 
tive advantage at that point. 

Mr. Reep. After the experience that the chemical industry had after 
World War I, there is very good reason for you to have apprehension 
now and to protect yourself in time. Is that not right? 

Mr. Hooxrr. This is what we are trying to do, sir, and it will be 
recalled, perhaps, that it was Mr. Wilson who was then President 
who said that the chemical industry should never again be subjected 
to the disadvantage that they found themselves in as a result of 
German competition in World War I. 

Mr. Krep. There is good reason to believe that you should be 
apprehensive now. 

Mr. Hooker. We do think so, indeed. We are apprehensive. 

Mr. Reep. Thank you very much. 

Mr. Hooker. Thank you, sir. 

Mr. Gregory. Thank you, Mr. Hooker, for your appearance and 
for giving us the views of your organization. 

Mr. Hooxer. Thank you very much, gentlemen. I appreciate the 
privilege. 

(The following letter was submitted to the committee :) 


SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., March 26, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 
Dear Mr. Mritis: In my testimony of March 14, representing the Synthetic 
Organic Chemical Manufacturers Association before your Committee, I stated 
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that while supporting genuinely reciprocal trade legislation and not opposing 
selective tariff reduction measures, this industry did not believe that H. R. 10368 
would accomplish these goals. 

In addition, I made personal comment on the fact that I had learned of 
another bill on foreign trade policy—H. R. 11250, introduced by Congressman 
Dorn, of South Carolina. I noted that this bill seemed to give promise of a 
practical solution to America’s foreign trade problems. 

Since my appearance, the Board of Governors of the Synthetic Organic 
Chemical Manufacturers Association has had an opportunity to study the con- 
tents of the Dorn bill, and the association wishes to go on record as supporting 
this proposed legislation. We urge that it be approved by your Committee. 

In our opinion the Dorn bill does represent the most practical solution before 
the Congress for the creation and development of a truly reciprocal and mutually 
beneficial program of increased foreign trade with free nations, without injury 
to domestic industry, labor, domestic economy, or national security. 


Yours very truly, 
R. Wotcorr Hooxer, President. 
Mr. Grecory. The next witness is Mr. Robert S. Weisbard. 
Mr. Weisbard, will you come forward? Will you identify yourself 
for the purpose of the record ? 


STATEMENTS OF ROBERT S. WEISBARD, IMPORT MANAGER, GETZ 
BROS. & CO., INC., NEW YORK, N. Y., AND WILLIAM J. BARNHARD, 
COUNSEL FOR PLYWOOD IMPORTERS, WASHINGTON, D. C. 


Mr. Wetsparp. Yes, sir. My name is Robert S. Weisbard. 

Mr. Chairman and members of: the committee, I am the import 
manager of the New York office of Getz Brothers & Company, Inc., 
a long established American import-export firm. I also serve as 
chairman of the plywood group of the National Council of Amer- 
ican Importers, a unit of the national organization consisting prin- 
cipally of the east-coast importers of hardwood plywood. Accom- 
panying me is Mr. William J. Barnhard, whose law firm represents 
the plywood importers. 

Although my principal immediate interest in the tariff controversy 
lies in the sie of hardwood plywood, I know this committee has 
heard many references to this particular commodity problem, and I 
should like to avoid repeating the many facts and arguments already 

resented on behalf of these imports, but since the statements made 

y an earlier witness cannot go unchallenged, I should like to use 
a part of my allotted time to clarify certain facts of genera] interest 
on this question. 

If I may, I should like to talk more generally, out of my own ex- 
perience in the import-exports field, out of my company’s activities, 
and the operations of the various companies in the group for which I 
am appearing. 

Getz Bros. & Co. is an old-line American firm with its origin in 1871, 
and has been engaged in foreign trade for much of that time. It has 
grown and prospered as America’s foreign trade has grown and 

rospered, until today it has branches and subsidiaries in many parts 
of the world. Its activities in world trade parallel the Nation’s, for 
like the Nation as a whole, it devotes far more effort to exports of 
United States products than to imports of foreign products. Signifi- 
cantly, a large number of export items are in exactly those fields where 
frequent complaints are heard against an expansion of our trade. 
Among these products that are exported are textiles, industrial chemi- 
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cals, pharmaceuticals and dyes, paper and paper products, shoes, dairy 
products, metals and machinery, foodstuffs, watches, optical goods, 
surgical instruments and many others. 

We know from bitter experience how important America’s imports 
are to the continued sale of United States goods abroad, how much 
our own operations as well as the production of our principals depend 
on the availability of dollars in the hands of our potential customers. 
Too often, segments of these various industries forget the tremendous 
stake they themselves have in encouraging a maximum level of im- 
ports in order to permit a maximum level of exports. And often, as in 
the case of coal, textiles, chemicals, and the electrical industry, to cite 
only a few, the volume of their exports is far in excess of the imports 
about which they complain. In these industries, as in many others, 
the levels of production and the size of the payrolls depends in large 
part on maintaining their markets abroad—markets in which cus- 
tomers have dollars to spend on American-made products. 

There are many markets where potential customers desiring United 
States products must be bypassed only because they do not have enough 
dollars to make them worthwhile prospects. Our sales efforts are not 
deterred by any consideration of wage differentials, for we find that 
most American goods can compete on world markets despite the much 
higher wage rates paid in the United States industries. 

There are some things that our friends abroad are able to produce 
either better or cheaper than we can here in this country, sithie Waeution 
of climate, or geography, or native skills, or because of the availability 
of low-wage labor that permits the economic production of products 
with a high labor content. 

On the other hand, there are many more products that we in the 
United States can produce better or cheaper than our friends abroad. 
But despite our national pride, justifiable as it may be, we cannot 
produce everything better than anyone else in the world. Where we 
cannot compete, we are not benefiting our Nation or even the United 
States producing industry by permanently subsidizing an uneconomic 
operation, through imposition of a quota or higher tariffs under the 
“escape clause.” 

The remedy provided by the “escape clause” of the Trade Act is 
a subsidy, a price-support program, to prop up a noncompetitive in- 
dustry. Because it is noncompetitive, this industry in the usual case 
can provide neither big profits to its owners nor high wages to its 
employees. An industry that cannot exist except by the sufferance 
of a governmental subsidy is not an industry that can provide either 
security or prospects of profitable growth to the people dependent 
on its operations. 

The first effect of any import restriction is an increase in cost, not 
only the cost of the import but also the cost of the competing domestic 
product. Since the bulk of America’s imports are industrial raw 
materials, which have to be processed or otherwise consumed in United 
States faciories, such an increase inevitably means a rise in that in- 
dustry’s cost of production which is reflected in an increased price 
that has to be paid by the ultimate consumer. Such a step seems ill- 
advised during a time of so-called recession, particularly when it 
would add to a cost of living already at record heights. 

A second effect may be the loss of mass markets which were created 
only by the availability of the particular commodity at attractive 
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prices. An outstanding example of this has already been presented 
to this committee, in the example of low-cost but attractive imported 
plywood panels and doors available at a price that permits their use 
in low-cost tract housing. The domestic hardwood plywood industry 
did not, and could not, fill this mass market, even if all imports were 
stopped. 

In general, therefore, any import restriction will contract rather 
than expand the economy, by reducing domestic markets, raising 
United States prices, and curtailing United States exports. 

I do not feel there is any need to elaborate on the need for liberal 
trade in order to strengthen our allies and our international security. 
The danger in closing our doors to countries like the Philippines and 
Japan, which must export to live, and driving them into other areas 
of trade is too well known to require further discussion. A reversal 
of our trade policy now would negate the objectives of NATO and 
SEATO, would dissipate the gains won through a long period of for- 
eign aid, and would alienate the uncommitted and underdeveloped 
nations whose friendship we are so earnestly seeking. This would be 
particularly shortsighted because liberal trade is a form of aid that 
costs us not a cent, but is actually as beneficial to us as it is to the 
recipients. Our import trade does not arise out of the goodness 
of our heart, but is required by the basic needs of our economy. 

In 1956, Japan bought almost $73 million worth of coal from the 
United States, to power its industrial machines. Thus, in this one 
United States industry alone, centered in Congressman Simpson’s 
home State of Pennsylvania, Japan spent more than twice as much 
as all the dollars it earned selling plywood to the United States mar- 
ket. The plywood is shipped here provided essential raw materials 
for other United States industries, such as the flush door manufactur- 
ing industry, which includes nine plants in Congressman King’s home 
district of Los Angeles, plants which have stated that they would 
have to close their doors if the imported plywood were not available 
to them. And to all the committee members from farm States, I 
would like to cite only one figure—that over the past 5 years, Japan 
has bought more than $2 billion worth of America’s agricultural prod- 
ucts. And this was done without benefit of barter, loans or foreign 
aid—Japan is the largest cash customer in the world for America’s 
farms. 

Aren’t these tremendous benefits, selfish benefits, to be sacrificed 
for the sake of a few companies that cannot compete? Isn’t their 
answer rather to be found in adjusting to competition—as, for ex- 
ample, the largest domestic producer of dinnerware, who is now im- 
porting large quantities of dinnerware to round out his line; or the 
watch companies that are using imported movements to produce their 
own new lines of watches; or the major plywood companies who are 
using imported panels to supplement their own production ? 

An “escape clause” that would permit this type of adjustment would 
allow the Nation to reap all the benefits of a liberal and ee pam 
trade program, without imposing any undue hardships on the domestic 
industries faced with increasing import competition. This is the 
proper purpose of the “escape clause” and, it seems to me, its cg mo 
purpose. To accomplish this end, the subsidy provided under the 
“escape clause” should be both reasonable in its restrictions and tem- 
porary in its duration. 
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Mr. Chairman, that completes my prepared statement and I would 
like 7 add a few words, if I may, on plywood on the specific problems 
raised. 

On the problem of plywood imports specifically, I would like to 
clarify a few points that have come up. 

The United States industry has said that it is eager to provide 
plywood for doors. This is not so and there exists in the Tariff 
Commission files, dated 1951, and later, letters from door manufac- 
turers throughout the country that the United States industry has 
not been able to meet their needs. Therefore, imported plywood 
created a new market rather than displaced United States production. 

The price differential mentioned this morning of $1.50 per door is 
not so, but it would be about $5 per door with a comparable difference 
in paneling and cabinets. 

If imports were not available low-cost housing could not use the 
exotic hardwood plywood, but would have to turn to other products. 
The United States industry did not supply that market, we do believe 
could not now, and will not even if all imports were stopped. 

The United States industry has done well to keep its production 
levels high in the face of a 20- to 30-percent decline in housing starts, 
and the 12- to 15-percent decline in furniture sales, and the growing 
competition of particle board, hard board, and other cheap but sturdy 
panels. The creation of new markets by the Japanese has not been 
the cause of these troubles. 

Also, Mr. Chairman, some questions were raised this morning about 
the Tariff Commission provision and the plywood industry in North 
Carolina. , 

Mr. Barnhard, on my right, represented the plywood importers be- 
fore the Tariff Commission and personally visited the North Carolina 
plywood plants, and so, with the chairman’s permission, I would 
like to ask him to say a few words on those matters. 

Mr. Barnuarp. Thank you. Mr. Chairman and members of the 
committee, in the brief allotted time that remains I would like to 
mention some of the problems that were raised during this very 
vigorous presentation of domestic hardwood plywood industry case 
this morning. 

For one thing, on the Tariff Commission report the statement was 
made in answer to a series of questions by Congressman Boggs that 
the Tariff Commission denied relief to the domestic industry. This 
is not quite an accurate description of what the Tariff Commission 
found. 

The Tariff Commission found unanimously that although imports 
of hardwood plywood from Japan had increased from 2- to 4-thousand 
percent over a 5-year period, these increased imports of hardwood 
plywood were not causing or even threatening any injury to the 
domestic hardwood plywood industry. This was a clear and a per- 
fectly presented conclusion by a unanimous Tariff Commission. 

The reason cited by Mr. Byrnes, reading from the Tariff Commis- 
sion report, was that the 1954 recession period was too short to show 
that imports were causing injury. Actually, this was one of many 
reasons cited by the Tariff Commission to show that the domestic 
plywood industry had not been injured by imports. The basic reason, 
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however, is cited on page 11 of the Tariff Commission’s report and I 
would like to read just 2 or 3 sentences from that report: 

Imports have been supplemental to the domestic supply of hardwood plywood. 
The availability of imports has helped to develop new markets for the product, 
The great expansion in consumption of hardwood plywood would not have been 
possible if producers had been dependent entirely on domestic plywood. Domes- 
tic supplies would not have been adequate. 

These are the basic reasons for the finding of no injury. 

It is a strange situation where there has been a unanimous findin 
by the Tariff Commission that a domestic industry is not being injured, 
is not even threatened with injury, for that industry to come to Con- 
gress and say, “We must have relief from you.” 

I can understand why an industry which has proven its case of 
injury, which has gone to the Commission, the Commission has come 
out with a finding of injury, and then is denied relief, either for 
reasons of national policy or for other reasons, has a legitimate excuse 
for complaint, and they have a right to come where they may and 
demand relief, but it is a strange thing indeed for an industry whose 
claim of injury has been unanimously denied to come in here and say, 
“We must have relief for this injury,” which is not in existence. 

This is the circumstance in the hardwood plywood industry. 

The spokesmen for the domestic plywood industry have blamed a 
wide variety of current economic situations on imports of hardwood 
plywood. They blame the sharp decline in the softwood plywood in- 
dustry on imports. This is just fantastic. There are no imports of 
softwood plywood. There is no competition between the imports and 
the softwood plywood industry, and, as a matter of fact, the cheapest 
of the Japanese hardwood plywood which is imported into this coun- 
try is still 40 to 60 percent more expensive than the Douglas-fir ply- 
wood produced in our Pacific Northwest. This is not a case of com- 
petition, and the troubles in the softwood plywood industry, as the 
members of the industry themselves well know, result from over- 
production, not import competition. 

There have been several references this morning to the huge capac- 
ity of the Japanese plywood industry. 

I would like to point out first that, despite the wild charges that 
are frequently made about American taxpayers’ dollars going into 
the development of the Japanese plywood industry, there has never 
been an example cited of such aid. The Japanese plywood industry 
has been developed by private capital and it has been developed pri- 
marily at the insistence of and with the help of the American ply- 
wood industry. 

The giants of the plywood industry, who in 1950 and 1951 and 1952 
found a huge market developing in the United States for door skins, 
for the plywood panels to be used in the manufacture of doors, could 
not find domestic plywood producers who would produce the type of 
door they needed, and they themselves, the representatives of Amer- 
ica’s leading plywood producers, went to Japan and pleaded with the 
Japanese to fill this gap, this need, in the American market, and this 
has been the basis of the tremendous expansion in the imports of 
Japanese plywood. This is why the Tariff Commission found that 
imports of Japanese plywood had supplemented the domestic produc- 
tion, and had not replaced it. 
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The domestic industry blames the closing of many container ply- 
wood plants in Wisconsin and Vermont on imports of Japanese ply- 
wood, but there is not a square foot of contaier plywood which is 
imported from Japan or any place else. 

Container plywood, which is the cheapest form of hardwood ply- 
wood used in making crates, has been losing its market to galvanized 
paper and other galvanized cartons, and there is not one whit of com- 
petition coming from imported plywood. 

The closing of plants in the small communities where plywood mills 
now exist is obviously a serious problem. This is a problem that can- 
not be ignored. 

I think the record shows, the record of the expert factfinding body 
and the facts which have been developed since then, that the closing 
cf these plants in the hardwood plywood industry cannot be attributed 
to import competition. 

On the other hand, there were in the United States the last time I 
counted them—and this was 2 years ago—127 manufacturers of doors 
using plywood panels. At that time the entire domestic United States 
production of plywood door skins used in the production of doors 
would not quite have met the needs of 3 out of these 127 door manu- 
facturers, and this is why dozens and scores of door manufacturers 
have written to this Congress and have written to the Tariff Commis- 
sion and have sent letters to me and to others saying that, “If these 
imports of hardwood plywood are stopped we are out of business.” 
You cannot stop the imports of hardwood plywood without destroy- 
ing Americas’ flush door manufacturing industry, and this is an in- 
dustry made up of small companies located for the most part in small 
one-company towns employing small quantities of labor and depend- 
ent entirely for their existence on the maintenance of this flow of 
imports. 

There are many other specifics I would like to raise. However, the 
time has expired and, with the chairman’s permission, if we may file 
2 written response to some of the questions raised with regard to ply- 
wood, we would appreciate that opportunity, sir. 

The CuarrmMan. You still have a minute or two left, but you have 
that permission without objection. 

(The document referred to did not arrive in time to be included in 
the record. ) 

Mr. Barnuarp. I would like, if I may, in that one minute or two, to 
cite only some statistics on the profitability of the domestic industry. 

For one thing, Mr. Byrnes noted that the Commission, in 1955, said 
that the experience in 1954 is too short a period in which to show 
the reason for any decline. If you will check the official Bureau of 
Census figures for sales of hardwood plywood by domestic producers 
in the 3 years since 1954, you will find that the total sales of the do- 
mestic hardwood plywood industry since that date have increased 
by more than 15 percent out of a tremendous base which was one of 
their highest in history. 

The profit figures on the leaders in the industry—and obviously we 
have access only to those which are publicly owned companies and 
published financial statistics—are very interesting, because they have 
shown for the most part a general increase in gross profits, in gross 
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sales, and net profits over the last 3 or 4 years, a steady increase; as a 
matter of fact, over a period of 10 years. However, there has been 
a significant loss in doilar volume of Douglas-fir plywood sales, not 
because of imports, because there are no imports that are competitive 
with Douglas-fir, but because, as Congressman Holmes well knows, of 
the tremendous overexpansion which has plummeted the price of 
Douglas-fir plywood. 

Now, there are a few of these publicly owned companies which have 
given us the advantage of a breakdown in their various categories of 
sales. One of these is Roddis Plywood Co., which is one of the four 
major companies in the industry. Roddis plywood shows a drop from 
1955 through 1956 of 10 percent or more in their sales and income on 
fir plywood, and an increase of 40 to 60 percent in their sales and in- 
come on hardwood plywood. 

The domestic plywood industry is having its difficulties, but the 
difficulties are concentrated in the softwood plywood industry. 

I am happy to say that as of last week apparently there has been 
an upturn in that industry. That is where the troubles are con- 
centrated, not in the hardwood plywood industry, and certainly not 
because of the imports of foreign hardwood plywood. 

I thank you. We will reserve the balance for a written statement. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Weisbard, you stated in your testimony that in 1951 
some authority made a statement concerning the plywood industry and 
so forth that our domestic plywood manufacturers could not and did 
not fill the demand for certain types of doors. 

Now, we had testimony this morning that they not only could but 
they would be glad to supply that same type of doors. Now that 
is testimony on both sides of the same question, and of course we do 
not know who is making the authoritative statements. 

I have come to the conclusion, after listening for 4 or 6 weeks and 
for years back, that those who are injured by our reciprocal trade 
agreements, these industries that have been hurt of course present the 
strongest case they can present to this august body to show that they 
have been hurt, and those who would be hurt if there were some restric- 
tions placed on the imports naturally present their strongest case, and 
that you have done your best and I compliment you for it. 

However, in the House we have a custom of somebody asking for 
time and then yielding it to somebody else. That is what you did to- 
day, Mr. Weisbard, and you yielded it to Mr. Barnhard, who is one 
of the most fluent witnesses and one of the best informed witnesses 
that we have before us, and that is hardly according to Hoyle, is it? 

Mr. Weissarp. Well, it may not be according to Hoyle, but inas- 
much as the escape clause and Tariff Commission proceedings are in- 
volved, and Mr. Barnhard had the advantage of casing been to the 
Carolinas to investigate some of the so-called allegations, I felt that 
he would be much better equipped to report on those. 

Mr. Mason. Undoubtedly he is. I would say that is a very valua- 
ble counsel for you importers. 

Mr. Barnuarp. Thank you, sir. 

Mr. Mason. He certainly upholds your end of the argument. 

That is all, Mr. Chairman. 
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Mr. Wetsparp. May I interpose for one point ? 

Mr. Mason. Yes. 

Mr. Wetszarp. I just wanted to make the point that as far as the 
statement of the domestic plywood people as concerns flush door skins, 
there do exist in the Tariff Commission files documented letters from 
various flush door producers at that time which specifically state that 
they were unable to procure the door skins from United States mills. 

Mr. Mason. Yes, but that was in 1951, and that is 1958 and maybe 
they have now developed to such an extent that they can and would be 
glad to provide them. 

Mr. Weiszarp. Well, the point is that at that time they did not want 
to do so according to those letters which come from the manufactur- 
ers. If they do want to do so at the present time, academically speak- 


ing, it might be a device to get in on what they consider a going user’s 
market. 


Mr. Mason. That is all, Mr. Chairman. 

Mr. Grecory (presiding). Mr. Simpson. 

Mr. Srvpson. I would like to have the authority, Mr. Weisbard, 
for the statement at the bottom of page 4 that you get any coal out of 
Pennsylvania that goes to Japan. 

Mr. Weisparp. On page 4 at the bottom, regarding the $73 million 
worth of coal, what we tried to point out here is that the industry 
is centered in Pennsylvania. 

Mr. Simpson. The purpose of putting my name in is to try to put 
economic pressure on me. I am asking what authority you have to 
say that any coal going to Japan came out of Pennsylvania. 

Mr. Wetsparp. We tried to point out that the industry is centered 
in that part of Pennsylvania, on page 4. 

Mr. Sturson. To put a little pressure on me? 

Mr. Wetsparp. No, sir; not in any way at all. 

Mr. Stmpson. Are you here because you are an importing manager 
of people who import products into the United States? 

Mr. Weisparp. Yes, sir. 

Mr. Srmpson. Is that your sole business ? 

Mr. Weitsparp. No, sir. We do far greater export business than 
we do importing. 

Mr. Stmpeson. You make your money by exporting and importing? 

Mr. Wetsparp. Yes, sir. 

Mr. Srupson. You have a very personal interest in the passage of 
this legislation ? 

Mr. Wetsparp. Yes, it would be a personal selfish interest; yes, sir. 

Mr. Stmurson. That is why you are here! 

Mr. Wrisparp. Yes, sir. 

Mr. Srupson. Thank you. 

. Mr. Grecory. Mr. Baker. 

Mr. Baxer. Other than the Pacific Northwest, what other parts of 
the Nation produce plywood ? 

Mr. Wetsparp. The Southeastern. 

Mr. Baker. Where in the Southeast ? 

Mr. Wetsparp. In the Carolinas. You have some plants in Ala- 
bama and Texas and so forth. 

Mr. Baker. What do they use in the Southeast? Do they use pine? 
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Mr. Wetsparp. No, it is mainly gum. 

Mr. Baxer. They do not use pine? 

Mr. Wetssarp. There may be some pine manufactured. That in 
itself would be another product, particularly since pine would be a 
softwood manufacture. 

Mr. Baxer. Can you use any softwood ? 

Mr. Wetsparp. As against hardwood ? 

Mr. Baker. Can you use any softwood ? 

Mr. Werssarp. Not for the same purposes. 

Mr. Baxer. Is the plywood that goes into doors all of one kind? 

Mr. Weisparp. It is all different species of hardwood as opposed to 
softwood. 

Mr. Baxer. What worries me is that we had this matter come up 
in the last year or two and these door and window people do claim 
very strongly that they cannot get the plywood unless they have im- 
ports. That is the position you take. 

Mr. Wetsearp. That has been our position; yes, sir. 

Mr. Baxer. I am not saying whether it is true or not, but it is a 
pretty serious question here. 

Have you any way of proving that ? 

Mr. Wetsparp. To prove that they are not getting it ? 

Mr. Baxer. Can you prove the truth or falsity of that claim that 
the domestic manufacturers of doors and windows cannot keep going 
unless they have imports. 

Mr. Weissarp. Well, as I say, that is true, yes, because the bulk 
of your flush-door production has been in imported hardwood ply- 
wood. 

As I pointed out just a few minutes ago, it may be that current] 
some of the domestic producers may be willing to manufacture flush 
door skins, but they had not been in the past, as documented in the 
files of the Tariff Commission. 

Mr. Baxer. I should know the answer to the next question, but I 
did not know whether it is true. 

What is the situation right now from the duty standpoint? 

Mr. Weisparp. The rate of duty is 20 percent. 

Mr. Baker. That is all. 

Mr. Grecory. Are there any further questions? 

Thank you, Mr. Weisbard, for your testimony. 

Our next witness is Mr. R. C. Keck of the Hardboard Association of 
Chicago. 

Mr. Keck, will you identify yourself for the record, please? 


STATEMENT OF R. C. KECK, COUNSEL, HARDBOARD ASSOCIATION, 
CHICAGO, ILL. 


Mr. Kecx. I am Robert C. Keck of Chicago, III. 

I am an attorney with offices at 134 South La Salle Street, Chicago, 
Ill. I appear before the committee on behalf of the Hardboard As- 
sociation, a trade association of domestic hardboard producers, in 
opposition to H. R. 10368, extending and broadening the President’s 
authority to enter into trade agreements. 

First, a word about the tariff classification and rates on imported 
hardboard (note 1). Mr. Chairman, I ask permission to have in- 
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corporated into the record a few notes which accompany my state- 
ment. 

Mr. Gregory. Without objection, that may be done. 

Mr. Kecx. Hardboard was not classified as such in the Tariff Act 
of 1930. It was then a little known product, and it was not until 1941 
that hardboard was classified for the first time, administratively, as 
“paperboard, pulpboard * * * plate finished,” in Tariff Item 1413. 

Although the original 1930 rate for tariff item 1413 was 30 per- 
cent ad valorum, that rate was subsequently reduced in trade agree- 
ments to where imported hardboard as presently classified now carries 
a duty rate of $7.25 per short ton, but not more than 15 percent ad 
valorum nor less than 714 percent ad valorum, which has estimated 
to result in an ad valorum equivalent of 8 percent, that estimate hav- 
ing been made in 1954, “based on an estimated average foreign value of 
414, cents a pound” (note 2). 

This committee will undoubtedly recall the legislative efforts to 
correct the classification of hardboard from its present classification 
under the “Paper and Books” schedule to a “manufacture of wood” 
under the “Wood and Manufactures of” schedule (note 3). 

The same question of erroneous classification as a “paper” instead 
of as a “wood” product is currently pending in the Customs Court, 
and is involved in the current Tariff Commission’s study of illogical 
classifications (note 4). 

The legislation that I refer to was acted on favorably by both the 
House and the Senate. 

This committee will also recall, from its consideration of H. R. 
6006 last session, that the domestic hardboard industry in August 
1954, obtained a finding of dumping against Swedish hardboard, 
which was the first finding under the Anti-Dumping Act, 1921, since 
1940, and the only one of national scope in nearly 18 years (note 5). 

Our experience under that finding, and the greatly increased volume 
of Swedish hardboard imports in the face of that finding, have made 
us fully aware of the similar ineffectiveness of the somewhat parallel 
escape clause remedy for domestic industries, about which I shall 
have more to say later (notes 6 and 7). 

The domestic hardboard producers, though aware of the basic ob- 
eae of the trade agreements program, are seriously disturbed 

y the administration’s present proposal to extend it for 5 years and 
to grant the Executive a much Tmoadened tariff cutting authority. 

In the 24-year history of the program, they have seen its basic 
purpose change from: 

a means of assisting in the present emergency in restoring the American stand- 


ard of living, in overcoming domestic unemployment and the present economic 
depression— 


middle and late 1930’s to be— 
the keystone of our bipartisan foreign economic policy. 


by 1949 to be— 


a key United States weapon in the fight against Soviet economic infiltration of 
foreign areas. (Dulles, February 24, 1958). 





Thus, a depression measure has become a panacea that now serves 
not only as a common meeting ground of both parties on foreign 
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policy, but also as a national defense measure and a key to our foreign 
economic policy. 

Stated otherwise, such misty pontifications, as applied to the in- 
dustry that I represent, mean simply that while the tariff rate on 
imported hardboard has been reduced from 30 percent ad valorem 
to the 1954 estimated ad valorem equivalent of 8 percent (see note 
2), or a 73.4 percent reduction, imports of hardboard have risen to 
where the latest available monthly figures from Census are the high- 
est ever recorded, and to where the hardboard imported from Sweden 
alone in November 1957, the last month’s figures we have, was more 
than double all such imports in 1950 (note 8). 

The reciprocity in concessions supposedly obtained for this 73.4 
percent reduction in the hardboard tariff rate is, of course, entirely 
unknown. 

On the other hand, the ironic lack of reciprocity in import rates*im- 
posed abroad on American hardboard has been made abundantly clear 
by the Tariff Commission. Although our reduced ad valorem equiva- 
lent rate may be as low as 8 percent, our neighbor to the south, Mexico, 
imposes 50 percent ad valorem, France and Brazil 30 percent, Vene- 
zuela 33 percent, Italy 26 percent, Belgium 24 percent, Canada 2214 
percent, and the United Kingdom and Cuba 20 percent, and many 
of these countries also apply import or exchange restrictions to hard- 
board imports from the United States (note 9). There are, there- 
fore, few exports of American hardboard. 

Despite such a discouraging picture, in which as to hardboard the 
United States has only about 8 percent, ad valorem equivalent, re- 
maining to bargain with those having ad valorem rates of from 15 
to 50 percent. 

It is now proposed that the cure be greater doses of the same medi- 
cine for a longer period of time. Specifically, it is proposed that every- 
thing remain as is and that the President’s authority to make new 
trade agreements be extended, not for 1 or 3 years as in the 10 previ- 
ous extensions, but for 5 more years, and be increased, over present 
powers, to permit tariff cuts of an additional 25 percent during that 
period. 

Then in fine print appears an alternative, and easily overlooked, 
additional power to cut most rates by an even greater margin. 

We are particularly concerned by this latter power, a new kind of 
tariff-cutting authority; namely, the authority to reduce any rate “by 
three percentum ad valorem below the rate existing on July 1, 1958.” 

While innocuous at first blush, this alternative 3 percent power is 
not only a departure from past practice, but a tremendously broad 

ower, and dangerous to domestic industries (note 10), and is particu- 
arly discriminatory as to commodities subject to a specific rate or a 
combination of rates including a specific rate. 

As applied to an article such as hardboard, which is subject to a 
combination of rates including a specific rate, this 3 percent provision 
is to apply— 
on the basis of the ad valorem equivalent of such rate or rates ,during a repre- 
sentative period, whether or not such period includes July 1, 1958, 
which representative period is apparently to be determined by the 
President. 
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As I have stated, hardboard as presently classified carries a reduced 
combination rate of $7.25 per ton, but not more than 15 percent nor 
less than 714 percent ad valorem, in the operation of which the specific 
rate applies to the principal imported type hardboard, the bread-and- 
butter type, one-eighth inch standard, whenever its dutiable value is 
between $18.13 and $36.26 per thousand square feet, below which the 
maximum 15 percent rate applies, and above which the minimum 714 
percent rate becomes applicable. 

The present duty, therefore, on imported one-eighth inch standard 
hardboard, with a value between $18.13 and $36.26, is therefore $2.72 
per thousand square feet, assuming a 750 pound weight per thousand 
square feet. 

As I have previously stated, the 1954 estimated ad valorem equiva- 
lent rate for hardboard has been said to be 8 percent on the assumption 
of “an estimated average foreign value of 414 cents a pound.” (See 
note 2.) 

That assumption presupposes an estimated average foreign value 
of $33.75 per thousand square feet, one-eighth inch standard, which at 
an estimated ad valorem equivalent of 8 percent would produce a duty 
of $2.70 per thousand square feet, or approximately the same as the 
$2.72. 

If, on the other hand, such an ad valorem equivalent rate were to 
be applied, as this bill suggests, to every foreign value, including the 
foreign values of imported Swedish hardboard, which carry values as 
low as $19.41 per thousand square feet, the resulting present duty, ex- 
pressed as an ad valorem equivalent, would drop by over 40 percent, 
to as low as $1.57 per thousand square feet. 

Thus, the simple conversion from specific rates, or combination 
rates including specific rates, to ad valorem equivalents under the pro- 
posed bill leads to a possible 40 percent reduction before we get to the 
3 percentum ad valorem reduction itself. 

Reducing that converted rate of an additional “3 per centum ad 
valorem” would be a further reduction, not of 25 percent, as the pro- 
ponents of the bill state, but of 3714 percent. It would reduce the ad 
valorem equivalent to 5 percent, or to one-sixth of the 1930 rate. 

The resulting combination of, first, converting to an ad valorem 
equivalent rate and, second, reducing that rate by 3 percent would 
result in a duty of 97 cents per M square feet on current imports 
having a value of as low as $19.41 as against present duty of $2.72, 
or an overall reduction of 64 percent. 

Now, I have used the figure of $19.41 because that hapens to be 
one of the rates on which the Government is at present purported to 
assess dumping duties under this finding of August 19, 1954, so that 
that value has not been pulled out of the air. 

By what logic? 

Why a 3 percent reduction, instead of some other or any such 
percentage ? 

The effect of such a 3 percent reduction can range from 6 percent 
to 100 percent, and can wipe out many rates completely (note 11). 

In fact, in view of the great number of tariff rates that have been 
reduced during the past 24 years to 12 percent ad valorem or less, this 
innocent-appearing “3 per centum ad valorem” reduction could elimi- 
nate all vestige of protection of such rates. 
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Such extensive tariff cutting powers are particularly obnoxious in 
view of the complete absence of bench marks in H. R. 10368 to 
guide the Executive in exercising such powers. He is not directed 
to distinguish : 

Between products and industries essential to our national security 
and those that are not, or 

Between products and industries whose rates have been heretofore 
reduced, either relatively to other rates or absolutely, or 

Between products and industries now adversely affected, whether 
serious or otherwise, by, or that are particularly sensitive to, imports 
and those that are not, or 

Between the relative wage rates or costs of production of products 
and industries here and abroad, or 

Between products and industries that process indigenous commod- 
ities or their byproducts, that utilize our great annual wood waste, for 
example, like hardboard, and those that do not, all of which directly 
affect not only hardboard but many other products and commodities 
produced in the United States. 

There is no benchmark as to how he shall determine a representative 
period for purposes of converting rates to ad valorem equivalents. 

The bill makes no allowance for the effect on competition in this 
country between domestic- and foreign-produced articles, of the one- 
sided application only to domestic seca of our old-age benefit, 
minimum wage, farm-price support, and other laws, which, however, 
beneficial, tend to handicap the ability of domestic producers to com- 
pete with foreign producers who are not so regulated. 

Such benchmarks or policy matters, committed constitutionally to 
the Congress, cannot be solved by the escape clause. Such proposed 
freedom to the Executive to exercise untrammeled discretion is tanta- 
mount to writing a 5-year blank check to destroy or materially damage 
our domestic industries, despite the anomalous fact that both political 
parties in their 1956 planks pledged correction of such abuses (note 


12 

Xe Executive’s present and proposed power to reduce tariff rates 
should be controlled in two respects : 

First, by intelligent benchmarks to be followed, and, 

Second, by provision for congressional review of, or action on, trade 
agreement concessions before they are proclaimed. 

Such limits are required, not only to insure constitutionality, but to 
prevent individual domestic industries from being sacrificed one by 
one in furtherance of the 7 percent of our economy that is interested in 
foreign trade (note 13). 

If tariff concessions are vital in our foreign relations, if it’s either 
more trade or more trouble, it is the essence of American fair play 
that the impact should be made to fall evenly on our whole economy, 
and that individual industries not be left with empty clichés of 
inefficiency, low productivity, and the like. 

Foreign and domestic hardboard is produced on the very same 
equipment, from the same raw materials, by employees having the 
same man-hour efficiencies. The only differences are: 

(a) That between the high wage rates paid in hardboard plants 
here, and the low wage rates paid by all foreign hardboard producers 
except Canadian, and, 
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(6) The transportation cost advantage which foreign producers 
enjoy over domestic producers in reaching major domestic hardboard 
markets (note 14). 

This absence of adequate congressional control of tariff rate cutting 
is matched only by the absence of any limits on the President’s au- 
thority to disregard Tariff Commission recommendations in escape 
clause cases. 

It seems incredible that there should be concern over making the 
escape clause more effective when it is considered that, on the one 
hand, as many as 2,532 dutiable items, or 75.8 percent of such items 
listed in the Tariff Act of 1930, have been reduced by trade-agreement 
between 1934 and 1953, and yet, on the other, under the escape clause, 
from 1947 through 1957 in only nine instances have such concessions 
been wholly or partially restored (note 15). 

It is simply astounding that only one out of every 282 concessions 
has caused serious injury to domestic industry. The presidential veto 
power in escape-clause cases, of course, has precluded favorable Tariff 
Commission recommendations in 17 other cases. Quite obviously the 
escape clause is now an illusory remedy without substance when it is 
considered that relief is granted to only one out of every 10 industries 
that apply for such relief, and that where the obvious need for such 
relief has been found by the Tariff Commission that relief is given in 
only 1 out of every 3 such cases, and I might state that those odds 
have gone up in the last few days since this was prepared, by recent 
presidential action in 2 other cases. 

This obviously ineffective remedy is not cured by the proposed 
change of authorizing a larger restoration of tariff concessions where 
the F:xecutive decides to follow an escape clause recommendation of 
the Tariff Commission. In the past 11 years, that might have par- 
tially aided only 9 industries. 

Actually, the escape clause, as presently written and applied, and as 
treated in H. R. 10368, is a most arduous remedy that can be used 
successfully by only the most distressed or vanishing industries. 

Most domestic industries frankly consider that what was intended 
to be a workable escape from hardship resulting from trade agree- 
ments has become in operation an empty, theoretical remedy. 

For these reasons, both because of the broadened powers and ex- 
cessive duration, and because of the important omissions from the 
bill, the domestic hardboard producers oppose its passage in its pres- 
ent form. They believe that a period of adjustment is needed in which 
to appraise concessions already made, to consider the entire matter 
of duty classifications and rates as recommended by the Tariff Com- 
mission in its present study, and to appraise present domestic economic 
problems of unemployment and excess production. 

Alternatively, there should be a short extension of the Trade Agree- 
ments Act with no new authority to reduce tariffs beyond that pro- 
vided in the 1955 Act. 

The CuarrMan. Without objection, Mr. Keck, there will be in- 
cluded in the record the material you have appended to your statement. 

(Material referred to follows :) 


Notes 


(1) Hardboard is the generic term for a hard, dense, grainless board, composed 
of wood, having high tensile strength and density, and low water absorption. It 
is essentially reconstituted wood, being wood that has been taken apart and re- 
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formed into large, wide boards having great utility, i. e., wood made better 
that will not split, splinter or crack. 

From a simple origin in 1926 as an American invention of a way to use saw- 
mill slab waste and edgings, hardboard has become a product of hundreds of 
uses in all walks of life. It is widely used in the merchandising and display, 
transportation, furniture and millwork, education, recreation, electronic and 
manufacturing fields. 

Hardboard manufacture affords a real opportunity to utilize more fully the 
tremendous quantities of wood waste generated annually in this country in lum- 
bering operations and woodlots. During World War II, hardboard became 
highly essential to the war effort and literally went to war, virtually the entire 
domestic hardboard production being preempted for war uses. Because of this 
essentiality and utilization of our forest resources, the Federal Government 
since World War II has encouraged and fostered in various ways the develop- 
ment of a large hardboard industry. 

(2) See Tariff Commission report of March 1955 on hardboard, page 27. An 
estimated average foreign value of 414 cents a pound is the equivalent of $33.75 
per 1,000 square feet of 44 inch standard hardboard (750 pounds). 

(3) Various bills have sought to reclassify hardboard, tariffwise, as a “manu- 
facture of wood” in the “Wood” schedule of the Tariff Act of 1930, as amended. 
In the 2d Session of the 82d Congress, the House passed H. R. 9666 by a rolleall 
vote of 235 to 109. In the closing days of that session, the Senate Finance Com- 
mittee directed the United States Tariff Commission to make an exhaustive in- 
vestigation of hardboard and its tariff classification. This resulted in the United 
States Tariff Commission’s report on hardboard of March 1955 to the Senate 
Finance Committee. Thereafter. in the 1st session of the 83d Congress, the Sen- 
ate unanimously passed the hardboard reclassification measure, attaching it as 
an amendment to H. R. 5559, a tariff bill then before the Senate. In conference 
committee, the hardboard reclassification measure was deleted in response to a 
letter of the President to Hon. Jere Cooper, chairman of the House Ways and 
Means Committee. 

(4) F. S. Whelan & Sons v. United States, Protest No. 207774K. 

(5) T. D. 53566. 19 F. R. 5631. 

(6) Although the finding was made nearly 314 years ago. it appears doubtful 
that a single dollar of antidumping duties has yet been collected by the United 
States Government from importers of Swedish hardboard, a shocking result in 
light of the Randall Commission’s admonition that “prompt action in such cases 
is in the national interest.” 

(7) The ironic effects of that finding on imports of Swedish hardboard as 
compared to the simultaneous denial of a finding as to Finnish hardboard are as 
follows (taking 1953 as 100.0): 


Hardboard imports from— 





| Sweden Finland 

art tealidiahiclti Riel iain i ahnan ii estiitiapknyrattei vhsekie ol 28.7 | 39.3 
1953 (withholding announced October 15, 1953). _.......-.-------- a | 100. 0 100. 0 
1954: | 

(Swedish finding made August 26, 1954) __- ee tal oak he laches ne tank iplotiol 162. 1 46.8 

(Finnish finding denied August 26, 1954)......................._._-----}.- . ; .eee 
ee es camiiamaneknabenobeeunae “ 209. 7 41.3 
ee 8 ete een Lobmnabpeemmiueacdn eile aa a etenae is 371.4 27.9 
1957 (on basis 11 months available figures) _-_..........----....----.-----..-- 446. 2 26.3 


(8) See Tariff Commission March 1955 report on hardboard, page 60, i. e., 
5,288,000 square feet (%-inch basis) imported from Sweden in 1950. Census 
reports 11,972,702 square feet (14-inch basis) Swedish hardboard imported in 
November 1957. From reports of the Swedish government as to hardboard im- 
ports to the United States, it seems clear that our Bureau of Census figures on 
imports of Swedish hardboard are low annually by from 10 million to 15 million 
square feet (44-inch basis). For example, the recent annual 1957 issue of the 
Swedish Timber and Wood Pulp Journal in reviewing “The Wallboard Market in 
1956” states that 32,525 metric tons of Swedish hardboard and insulation (soft) 
board were exported in that year. Bureau of Census in turn reported imports in 
1956 of 25,799.54 metric tons of Swedish hardboard (Commodity No. 4740 195, 
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FT 8027) and 2,591.49 metric tons of Swedish insulation board (Commodity No. 
4740 110, FT 110), or 4,136.97 metric tons or 12,160,485 sq. ft. less than Swedish 
figures. 

(9) Ibid, Table 2, page 31. 

(10) From 1934-55, limitations on Executive authority to reduce tariff rates 
by trade agreement were expressed as a percentage of “existing (1934)” rates 
and later those in effect on January 1, 1945. The 1955 Extension Act, in addition 
to permitting reductions up to 15 percent below rates in effect on January 1, 
1955, injected the new authority of making reductions to 50 percent ad valorem 
or equivalent of any rates higher than that at that time. None of the 10 exten- 
sion acts, however, has ever yet authorized a specific per centum ad valorem 
reduction regardless of its percentage effect. 

(11) As applied, for example, to the present reduced 50 percent ad valorem 
rate on fourdrinier wires under Tariff Item 318, “3 percent ad valorem” would 
be a 6-percent reduction. On the other hand, a “3 per centum ad valorem” 
reduction on the present reduced duty of 2% percent ad valorem on heading 
blocks under Tariff Item 206, would wipe it out, i. e., reduce it 100 percent. 

(12) The 1956 Democratic platform stated : 

“Under Democratic administration, the operation of this act was conducted 
in a manner that recognized equities for argriculture, industry and labor. Under 
the present Republican adminitstration there has been a very flagrant disregard 
of these important segments of our economy resulting in serious economic injury 
to hundreds of thousands of Americans engaged in these pursuits. We pledge 
correction of these conditions.” 

The 1956 Republican platform adopted a week later provided: 

“Barriers which impede international trade and the flow of capital should be 
reduced on a gradual, selective, and reciprocal basis, with full recognition of the 
necessity to safeguard domestic enterprises, agriculture and labor against unfair 
import competition. We proudly point out that the Republican Party was pri- 
marily responsible for initiating the escape clause and peril point provisions of 
law to make effective the necessary safeguards for American agriculture, labor 
and business. We pledge faithful and expeditious administration of these 
provisions.” 

(13) Secretary Weeks advised the committee on February 17, 1956, that 
“foreign trade provides the livelihood for * * * about 7 percent of our labor 
force. This figure includes those engaged directly or indirectly in production 
or service for export, or in the distribution of imports, or in the first factory 
processing of imported materials.” 

(14) See Tariff Commission March 1955 report on Hardboard, pages 71-83. 

(15) See World Commerce and Governments, Woytinsky & Woytinsky. 


Mr. Kecx. Thank you, Mr. Chairman. 

The CuatrmMan. Mr. Mason will inquire. 

Mr. Mason. On page 4 you have brought into the picture something 
that has never been brought to my attention before in all the hearings 
I have been listening to for a good many years. 

You say on page 4: 

Then in fine print appears an alternative— 
an alternative to this 25 percent reduction over a period of 5 years, that 
1s— 
easily overlooked, 


and I have overlooked it. 
The alternative is, and I quote: 


By 3 per centum ad valorem below the rate existing on July 1, 1958. 


That is a tremendously broad power that I did not know was in 
there. 

For instance, if the ad valorem duty is 5 percent now, by reducing 
the 3 percent, it would then be 2 percent, would it not? 

Mr. Keck. Yes, sir. That would be a 60-percent reduction. 
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Mr. Mason. And if the ad valorem duty now is 3 percent, by reduc- 
ing it by 3 percent, that would eliminate it entirely, would it not? 

Mr. Kecx. That would be 100 percent reduction; yes, sir. 

Mr. Mason. I want to thank you, sir, for calling my attention to 
that fine print alternative because that is broad power to give. 

Mr. Kxecx. Congressman Mason, after having reduced these rates 
for 24 years, the vast majority of them, down to relatively low level, 
now as an alternative there is a 3 percent ad valorem reduction as 
of those in effect this coming July 1. It is a very broad power. 

Mr. Mason. Well, I am “agin” it. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Srwpson. Mr. Keck, I know in view of your statement here that 
relief under the escape clause is not very probably for your industry. 

Mr. Kuck. Yes, sir. 

Mr. Smreson. Now, the law provides certain other means by which 
an industry may secure relief under what is called dumping, with 
which I think you are a little familiar. 

Can you tell us about your experience in that area? 

Mr. Keck. I would be very happy to do so, Congressman. 

Mr. Srmpson. First of all, tell us what dumping is supposed to be 
and what relief is possible. 

Mr. Kecx. The dumping remedy for domestic industries is con- 
tained in the antidumping act of 1921. It has been in the books since 
that time. It is a remedy designed to offset, by reason of an additional 
antidumping provision, the amount by which a foreign country dumps 
theirs here, meaning selling it in the market. 

When very large imports started coming in from Sweden and were 
sold here at very low prices, and we started assaying the various 
alternative remedies that the domestic industry might have, we of 
course looked at the escape clause and other remedies, but here was one 
that would appear to be designed to accomplish some measure of relief 
against the problem we had with Swedish hardboard. It is a long 
story, Congressman, but I will try to cut the procedure down. 

In 1953, we applied for an antidumping finding. Eighteen months 
later we obtained such a finding, the first one in 14 years. There has 
only been 1 since so that it is 1 of 2 that are still currently effective. 

Since August 1954, that finding, we have been seeking to get anti- 
dumping duties imposed under that finding. 

Mr. Sroverson. In August of 1954 there was a dumping of Swedish 
hardboard in the United States, and you immediately hoped for relief ? 
posed equal to the amount by which the goods are dumped; to this 
date we are waiting for those antidumping duties to be imposed. To 
our knowledge, the United States Government has not collected $1 of 
antidumping duties under our finding. 

Mr. Stupson. So that even though there was a finding of dumping, 
your industry received no relief as provided by law? 

Mr. Keck. Asa matter of fact, Congressman, the volume of Swedish 
hardboard coming into this country has increased 500 percent in the 
face of that antidumping finding. 

Mr. Sopson. That is, the finding of dumping on the part of the 
Swedish hardboard manufacturers has not served to stop the imports? 
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Mr. Keck. No; prima facie it looks as if it has been a stimulant to 
such activity. 

Mr. Stmeson. The fact that they are not penalized might encoura 
them to do more of the same. If I assume from your reply that the 
Swedish exporters are receiving some assurance from Government to 
the effect that the antidumping tariff will not be imposed, is that fair 
or unfair? 

Mr. Keck. I would like to answer in this way, Congressman Simp- 
son: At the time the finding came out, the Swedish Embassy filed a 
violent protest with Secretary of State Dulles in which they pointed 
out that they had understood from officials of this Government that 
the dumping duty would not exceed $2 a square foot. 

We promptly protested that. 

Mr. Stmpson. Do you mean the Department of State had given 
assurances that the penalty would not. exceed some amount? 

Mr. Kecx. They did not specify who had given assurances, but they 
so stated to Secretary Dulles. 

Our industry went on record as indignant that anybody in this 
Government would give an offending country under the dumping law 
any such assurance. 

Mr. Stpson. If I understand correctly, to date there has been no 
penalty at all imposed, so that Mr. Dulles was wrong, too. 

Mr. Kecx. The Government has imposed some duties. To my 
knowledge not a dollar has yet been collected, and the lag of time be- 
tween the entry and the imposition ofthe antidumping duty in many 
instances is over 2 years. 

Mr. Srmpson. We passed a bill in the House last year, H. R. 6006, 
called the customs limitation bill. I was of the impression that that 
bill affected this case in some manner or other, but I think that I was 
told that it did not. Iam still doubtful about it. 

Do you have any information about that ? 

Mr. Kecx. At the time that the House passed H. R. 6006, we did 
not appear in opposition to it because there were many things in it 
that were very constructive. Since that time, we have learned that 
ironically the effect of that bill will be unquestionably to reduce sub- 
stantially the dmping duties that should be imposed under our hard- 
board finding. 

Mr. Stmrson. That matter was not brought to the attention of this 
committee according to my recollection. 

Mr. Kecx. No, sir. It was because it came to our attention for the 
first time last fall. 

Mr. Stmpson. If I understand correctly, H. R. 6006 contains within 
itself measures which would have the effect of reducing the possible 
penalty under the finding of antidumping. 

Mr. Keck. I believe that is right, sir, and that has been discussed 
in Scandinavian countries, and the provision in question is this: 

You will recall, sir, that H. R. 6006 has some provisions which at- 
tempt to do away with what is known as the restricted market con- 
cept, which is applicable to the antidumping act as well as to regular 
duty valuations. 

In Sweden in the computation of dumping duties, the Swedish home 
market has been considered a restricted market, so that under the law 
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the Treasury has gone to the highest price to third countries as one 
of the measures of the amount of dumping duty. 

Now, if H. R. 6006 becomes law, it will have the effect of reverting 
back to the Swedish home market price, which is lower and therefore 
I say the dumping duty will be less. 

Mr. Smopson. Mr. Secretary Weeks will be before the committee 
one of these days, and I want to ask him for a further explanation of 
that matter. 

Perhaps, unless you have already covered it, you might tell us why 
you as an industry have not sought relief under the escape clause ? 

Mr. Kecx. We have not sought relief under the escape clause, Con- 
gressman Simpson, for the reason that we carefully analyzed the 
cases under it and gave it very serious consideration, but the odds 
were too great for us to try it. We thought we could spend our money 
a little more intelligently under the Dumping Act. 

Mr. Stmpson. That was equally in error to date ? 

Mr. Kecx. I am afraid I have to admit that; yes, sir. 

Mr. Srupson. Thank you, sir. 

The Cuarrman. Mr. Eberharter will inquire, Mr. Keck. 

Mr. Esernarter. Mr. Keck, do you happen to know what the level 
of domestic production of hardboard is in the United States? 

Mr. Keck. Yes, sir. 

Mr. Esernarter. What is it? 

Mr. Keck. To my best knowledge, last year it was approximately 
1,600,000 square feet on a one-eighth inch basis. 

Mr. Esernarrer. That production has tremendously increased over 
a period of the last 5 years, has it ? 

Mr. Keck. Yes, sir. The consumption of hardboard and the new 
markets for hardboard in the United States have increased very sub- 
stantially since World War IT. . 

Mr. Exsernarrer. Could you tell us how much it has increased just 
approximately, for the record ? 

Mr. Keck. As a matter of fact, Congressman Eberharter, many, 
many facts about this industry are set forth in a report of the Tariff 
Commission, dated in March 1955, in response to a resolution of the 
National Finance Committee and basic facts as of that time are shown 
in greater detail there. 

It is my offhand impression that in the last 7 or 8 years the con- 
sumption has substantially doubled. 

Mr. Exsernarter. It has substantially doubled ? 

Mr. Keck. Yes, sir. 

Mr. Esernarter. That is sufficient. 

What is the percentage of imports of hardboard as compared with 
the domestic production ? 

Mr. Keck. The hardboard imports this past year, 1957, are slightly 
in excess of 10 percent of the domestic production, but have gone up 
since 1950 from about 2 percent to 10 percent, despite this attempt at 
getting the dumping remedy. 

Mr. Esernarter. Thank you. 

The Cuamman. Are there any further questions? 

If not, Mr. Keck, we thank you, sir, for coming to the committee 
and giving us the benefit of the views of the hardboard association. 

Mr. Keck. Thank you, Mr. Chairman. 

The Cuamman. We will now hear from our colleague, the Hon- 
orable John B. Bennett of Michigan. 
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STATEMENT OF REPRESENTATIVE JOHN B. BENNETT, OF 
MICHIGAN 


Mr. Bennerr. Mr. Chairman and Members of the Committee, my 
congressional district, the 12th of Michigan, encompasses the western 
part of the Upper Peninsula. Forest products, including veneer logs, 
the raw material from which hardwood plywood is made, are basic 
to the economy of my district. 

I have received many letters and telephone calls from loggers and 
farmers in my district, whose timberlands and woodlots supply large 
quantities of hardwood logs. They are rapidly losing their markets 
for their veneer logs because of reduction in their sales to veneer and 
plywood plants. In order to help remedy this deplorable situation, 
which is due largely to cheap imports from abroad, I introduced H. R. 
6879 during the first session of this Congress to place quota restrictions 
upon the importation of foreign plywood. 

The solution, of course, is to regain their markets in Michigan, 
Wisconsin, and other adjoining plywood producing States and this 
can only be done by restoring to the hardwood plywood and veneer 
. r . . . . 
industries their fair share of the domestic market. I am informed 
that in 1951 imports of foreign plywood supplied but 7 percent of our 
domestic market—today imports have taken over 48 percent and the 
domestic industry just can’t live with it. The principal foreign sup- 
plier is Japan whose current share is 42 percent. What has been 
the effect? In my own State of Michigan the industry has been defi- 
nitely hurt. The Atlas Company’s Northwestern Veneer & Plywood 
Corp. at Gladstone, normally employed in the neighborhood of 500 
people, today it gives work to less than 200. The Birds Eye Veneer 
Co. at Escanaba, used to employ 250 workers, today only 125. Log- 
gers and lumbermen throughout my own congressional district have 
been likewise adversely affected. All the communities affected by this 
unfair situation are entitled to the help of Congress. 

The solution to this unhealthy and dangerous situation is in the 
hands of this committee. Specifically, control over Tariff Commis- 
sion recommendations must be returned to the Congress and a pro- 
vision made for the establishing of quantitative import quotas for 
industries where tariff increases alone will not remedy the injury. 
The hardwood plywood industry is one that must have such a quota. 

I urge this committee give prompt and serious study to the bill I 

have introduced on this subject, namely, H. R. 6879—as well as all 
other legislative measures applying thereto. 
Mr. Chairman, I appreciate this ee to appear before 
the Committee on Ways and Means on this important subject. 
| The Cuatrman. Are there any questions. There appear to be 
none. Mr. Bennett, we appreciate you giving to the committee the. 
benefit of this information. 

The Cuarrman. We will now hear from our colleague, the Honor- 
able Victor A. Knox, of Michigan. 
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STATEMENT OF REPRESENTATIVE VICTOR A. KNOX, OF MICHIGAN 


Mr. Knox. Mr. Chairman, members of the committee, I am Victor 
A. Knox, ves cam representing the 11th Congressional District 
of the State of Michigan. 
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My congressional district comprises 7 counties in the Upper Pen- 
insula of Michigan, 9 counties in the Lower Peninsula of Michigan, 
separated by the Straits of Mackinac. The north and westerly part 
of my district has a substantial growth of virgin and second-growth 
hardwood timber. 

I appear here today in support of H. R. 10492, which is a bill I 
introduced to regulate the foreign commerce of the United States by 
one quantitative restrictions on the importation of hardwood 
plywood. 

Section 2 of H. R. 10492 provides the total quantity of hardwood 
plywood entered or withdrawn from a warehouse, for consumption, 
in any calendar year shall not exceed 15 percent of the domestic con- 
sumption of hardwood plywood in the preceding calendar year de- 
termined as hereinafter provided. 

Mr. Chairman, in an economic sense, northern Michigan is geo- 
graphically well located for the establishment of plywood plants be- 
cause of the great forests which it possesses. 

On the other hand, our somewhat distant geographical position 
does not give our great section of the State of Michigan the same 
opportunity to compare and to produce articles of other substance, 
bearing in mind the high freight costs to bring in the raw materials 
to manufacture, and to return the peda lataslastils to the Nation’s 
consuming markets. 

Therefore, northern Michigan many years ago initiated and pro- 
moted the manufacture of wood products and has become a major 
area of domestic production of hardwood plywood. For many years 
this area of my district has been dependent upon the plywood indus- 
try for the employment of its citizens. 

Up until the year 1951 the domestic industry was not too greatly 
affected by the imports of plywood, as the imports in 1951 consisted 
of 76 million square feet, and the domestic consumption at that time 
was 827 million square feet. 

But when we look at the statistics of imports we find that 4 years 
later in 1955 the imports had grown to 628 million square feet. The 
domestic consumption had increased about 100 percent to 1.5 billion 
square feet. The ratio of the imports was 10 times greater in the 
year 1955 over the year 1951. 

In this past calendar year of 1957 we find that the United States 
imports of plywood amounted to 847 million square feet, an increase 
of 219 million square feet over 1955, and the domestic consumption 
had only increased approximately 80 million square feet. 

Therefore, the foreign producers’ gain was at the expense of the 
domestic industry, with a consequent loss of jobs for our citizens. 
Domestic production in 1957 of 780 million square feet does not 
compare favorably in terms of domestic jobs when compared with 
934 million square feet of domestic production in the year 1955. 

I will not burden you with additional statistics on this matter since 
they were previously presented to you in a greater detail by the in- 
dustry spokesmen, Mr. McIver and Mr. Wheeler. However, those 
I am calling to your attention produce a very dark picture as far as 
employment is concerned in my congressional district. 

More than that, these statistics of declining production also carry 
bleak economic implications for the entire economy in northern 
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Michigan and create Spee complex problems causing great eco- 
nomic stress to the municipalities of my district. 

Under the trade agreements program and the unfair foreign com- 
petition it has caused, the plywood industry of this Nation of ours is 
rapidly deteriorating and being destroyed by the heavy imports that 
directly affect the everyday living of our citizens who are dependent 
upon this industry. 

It is not alone the industry that is being destroyed, but the town 
in which the industry is located is also being destroyed. As you well 
know, the commerce and payrolls in a community are the tax sources 
that must be looked to for the revenues to carry the local taxload. 

In small communities it is frequently just one industry—one fac- 
tory—that provides the economic means of the community. The 
people of the town look to the industry for employment; therefore, 
you not only destroy an industry, but you destroy the town; you 
destroy the people that live in it and who look to the industry for a 
livelihood when you sacrifice one of our great American industries to 
foreign imports. 

Many of our small communities have voted bond issues for municipal 
improvements extending over 20- to 30-year periods. These municipal 
improvement programs depend on the valuation of industry and its 
continued solvency to produce the necessary revenues to meet these 
obligations. However, should the industry be destroyed, there is no 
value left for assessment purposes. 

We should take a realistic and understanding look at the problems of 
the people of these communities that have invested their money in 
their homes, in their schools, in their churches, and in improvements 
generally. We must not let these institutions in the American way of 
life be destroyed by an unsound tariff policy. 

The distinguished membership of this committee, I know, is aware 
of the fact that in a town where there is no employment, there is no 
real value if you should be forced to dispose of your home and seek 
work in some other locality. The people of my congressional] district 
have placed an enormous amount of faith in their Government. They 
look to their Government for protection from any aggressor, whether it 
be one of military might or economic encroachment, that may take all 
of their worthy possessions that have taken them decades to acquire. 

I do not believe it to be conceivable that the Congress of the United 
States of America would favorably act on legislation that would allow 
imports of products, commodities, and articles that would destroy the 
industries and the jobs of our citizens in favor of some foreign power. 

Mr. Chairman, my purpose in appearing here today is to commend 
this legislation to your attention and favorable consideration in an en- 
deavor to preserve the great domestic hardwood plywood industry and 
the payrolls and job opportunities it represents. 

An examination of the history of tariffs applicable to hardwood ply- 
wood indicate that duty reductions accomplished under the trade 
agreements authority periodically delegated by the Congress to the 
President has brought about a 70- -percent reduction in the tariff rate 
from the original 50 percent ad valorem duty under the Tariff Act of 
1930. 

The existing 15-percent rates that are applicable to the greatest vol- 
ume of hardwood plywood imports is protection that might be termed 
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meaningless when consideration is given to the comparatively higher 
page scales that exist in this country versus foreign wage scales in 
competitiv e industry. 

It is my understanding that the average American wage scale paid 
in the plywood industry is $1.70 per hour. Our American industry is 
called upon to compete with imports that are in increasing volume 
coming from Japan. 

It is my understanding that the Japanese wage industry’s wage scale 
on the average is 12 cents per hour; and I am informed that the cost 
of fringe benefits paid to American labor employed in hardboard ply- 
wood industr y exceeds the prevailing total wage rate paid to the labor 
counterpart in Japan. 

If this information is correct, then it is obvious that a quota such 
as proposed in my bill is the only solution to the domestic industry sur- 
vival. 

The general public has always labored under the opinion that the 
Tariff Commission was the sole determining factor or body who should 
determine that imports of foreign articles, products, or commodities 
were injurious to domestic production. 

Further they may seek and receive relief from that source. How- 
ever, it is quite apparent that this is not the case. Although the 
Tariff Commission labors long and diligently in an endeavor to make 
their findings on a basis of fact, we find that their findings of facts 
have been vetoed by the Executive. It is my conviction that any 
domestic industry offering significant employment in our Nation, or 
in any geographical segment “of our Nation, should not be placed on 
a sacrificial altar of diplomatic expediency through unwarranted tariff 
reduction. 

By this statement I do not undertake to suggest that I am an arch 
protectionist or that I am unilaterally opposed t to foreign trade. In- 
stead, I am expressing my dissatisfaction toward the manner in which 
the trade-agreements program has been administered for the past sev- 
eral years, “whereby our domestic producers are denied access to ex- 
port markets and find their domestic markets abandoned to foreign- 
produced goods. 

Mr. Chairman, I know you and your committee colleagues are aware 
that Canada imposses a substantially higher import duty on hardwood 
plywood than exists in the United States. More than one-fourth 
of the mills producing hardwood plywood are located in the Great 
Lakes States area, and the economic labor impact that would be 
realized from permitting this industry to be destroyed by imports of 
foreign-produced board is unthinkable. 

That is the inevitable consequence unless relief against imports is 
granted. Imports are mounting so that by volume they have not only 
totally absorbed the increment of increased consumption, but they are 
also diminishing in absolute terms the share of the domestic market 
previously supplied by our domestic producers. 

Mr. Chairman, I am fully cognizant of the tremendous burden your 
committee must carry in rel: ationship to the study of the multiude of 
bills that are referred for your consideration. 

However, I believe it should be completely obvious from the testi- 
mony that has come to your attention from the industry itself, from 
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Members of Congress representing the districts that are directly af- 
fected, that bey ond all reasonable doubt relief from the heavy imports 
of ply ‘wood into the United States from foreign countries must be 
checked and quotas established restricting the imports to 15 percent 
of domestic consumption. As we well know, the people of our Nation 
have only one course in this instance, and that is to appeal to the duly 
elected Representatives in the Congress for relief. 

That completes my statement, Mr. Chairman. 

Mr. Grecory. Are there any questions ? 

Mr. Reed will inquire. 

Mr. Reep. I recall the very fine record you made as a member of 
this committee. It was a great loss to this committee when you left it. 

I want to congratulate ) you on this paper you have just presented. 

There is one point you may have brought out and which I may have 
missed. I am thinking of the community and the damage to the com- 
munity itself so far as the woodworking part of it is concerned. 

It also affected adversely the farmer who furnished the lumber to 
these communities; is that right ? 

Mr. Knox. That is correct, Mr. Reed. 

This morning I had a letter from Birds Eye Veneer Plywood Co. in 
the town of E ‘scanaba informing me, and enclosing a letter which 
they had sent out to one of their produc ers of timber, that they were 
vanceling his contract because of the fact that the company was unable 
to find a market for their plywood. 

I also have had wires from the city commissions of the cities of Glad- 
stone and Escanaba, and I believe from Munising, regarding the 

»roblem which confronted them relative to the assessment which could 
* put upon this industry because of how it was deteriorating and the 
fact that additional assessments on the property would possibly en- 
hance the driving of the industry out of business altogether. 

We all well know that when an industry is down, it is not function- 
ing; there is certainly not the value there that there is when it is ac- 
tually in operation because they start to dismantle the plants, and 
therefore, the value of the plant is decreased to a great. extent. 

But I do want to call your attention to the fact that these towns have 
looked to this industry for their lifeblood, that is the funds, in order 
to promote the town and in order to operate the town. 

But if this is destroyed, then, of course, you do not only destroy the 
industry, but you destroy the town, you destroy the people and all of 
the assets that have taken them decades to acquire. 

It is a distressing factor so far as I am concerned and I think as far 
as you are concer ned, too. 

I think you will look at this in a realistic manner in the hope that we 
can derive something out of legislation that will be beneficial to the 
plywood industry of this great country of ours. 

Mr. Reep. This is really a humanitarian problem as well as 
economic ? 

Mr. Knox. It certainly is. 

Mr. Rerep. You have made a very powerful case and I congratulate 
you, sir. 

Mr. Knox. Thank you, Mr. Reed. 

Mr. Reep. Mr. Mason will inquire. 
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Mr. Mason. Congressman, we have had testimony presented to 
this committee that at least 50 percent of the American market for 
plywood has been taken by the importers of plywood, 80 percent of 
the jewel watches of the Nation, the market for them has been taken 
over by imported watches, 60 percent of the market for bicycles of 
the American market has been taken over by imports, better than half 
of the market for sewing machines has been taken over by imports, 
and you can go on with a lot of such things as that. 

Now, you say the only solution for plywood is quota and that the 
only recourse that the plywood industry has is to appeal to the Con- 
gress to see that a quota is levied so as to protect them from being 
forced out of business. 

Is not the Congress, in your experience with it, rather a weak reed 
to lean upon because of the fact that the majority of the Congress 
over the last 24 years have been hoping and hoping and hoping that 
this escape clause will be enforced and it has not been enforced, and 
yet, the ee of the Congress has been voting to continue this 
thing with the false hope that any administration that is internation- 
ally inclined will enforce the escape clause and will protect our indus- 
tries? 

Mr. Knox. Mr. Mason, may I say in reply to your question that 
the question of whether the Congress has been weak, I think they have 
been overliberal in the designation of their power over to the executive 
department and the administration instead of keeping that power 
which was delegated to them under the Constitution. 

There has been a continual trend to delegate the power to some 
appointed administrator in the executive department of the Govern- 
ment. 

Mr. Mason. I agree entirely with that statement. That is exactly 
what has been wrong with the Congress, delegating its power that the 
Constitution places in its hands. 

Mr. Knox. I think, Mr. Mason, it is about time that the Congress 
started on the road to recapture some of the power that they have 
deliberately delegated to the departments of the Government in the 
executive branch. 

Mr. Mason. I agree, and there are bills before us that would recap- 
ture that power so far as the veto power over the Tariff Commission 
recommendation, that should come back to the Congress and not be 
in the Executive. 

Mr. Knox. I certainly agree wholeheartedly with your statement. 

Mr. Grecory. Thank you, Mr. Knox, for your appearance here 
today. 

Mr. Knox. Thank you, Mr. Chairman. 

The CuarrMan. Our next witness is Mr. Robert L. Brightman. 

Mr. Brightman, will you please identify yourself for the record by 
giving us your name, address, and the capacity in which you appear? 


STATEMENT OF ROBERT L. BRIGHTMAN, IN BEHALF OF JOHANESON, 
WALES & SPARRE, INC., NEW YORK CITY 


Mr. BricutTman. My name is Robert L. Brightman. I am vice 
« D> 
president and general manager of Johaneson, Wales & Sparre, Inc., 
250 Park Avenue, New York City. I am also a director of the 
’ « 
National Council of American Importers, as well as the National 
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Anti-Dumping Committee, beth of which are nationwide associations 
of businessmen and others directly concerned with the administration 
of our trade program. 

The CuarrmMan. Mr. Brightman, you have a short statement. 
I presume you can conclude within 20 minutes. 

Mr. BrigHtTMan. Yes, sir; it will be a little over 10 minutes. 

The CHArRMAN. You are recognized. 

Mr. Bricutman. I discovered during my only prior appearance as 
a witness here in Washington that there is a tendency for the testi- 
mony of business groups to become overburdened with generalities. 
I hope that this committee will therefore welcome a few concrete 
examples of the economic benefits that are sure to result from an 
extension of the Reciprocal Trade Agreements Act and the continued 
rejection of protectionist attempts to scuttle international trade. 

The firm I am connected with is a long-established, medium-sized 
export-import firm. Having been founded in 1922, we are perhaps not 
too long established by some standards, but 36 years of continuous 
operation as an independent firm in the field of international trade is 
no mean accomplishment. 

There are few in our field who have succeeded in keeping their 
doors open this long in the face of continuing endeavors by domestic 
manufacturers to get rid of this competition. 

Our company has a total staff of some 20 people. Thus, although 
we are medium sized for an export-import firm, we are definitely 
small business. We have some pretty good brains in our company, 
and we would like to expand, but a number of years’ experience in 
this field has taught us two very important things. 

First, we cannot export very much unless we also import, and second, 
we are ' simply asking for trouble if we try to import very much, 
partic ularly very muc ch of any one commodity. 

The reason we see so clearly the direct relationship between exports 
and imports is that we specialize in trade with a single country, namely, 
Sweden. You hear many generalities regarding the interdependence 
of exports and imports, but we see this interrelationship in actual 
operation. 

An example: Our main export item is textiles; that is, finished piece 
goods of rayon, synthetic fibers, wool, etc. Our main import item 
is rayon staple fiber, a textile raw material manufactured in Sweden 
and in other countries also. This is not direct barter business, but 
the main reason in the final analysis that Sweden is able to pay for 
our American textiles is that we import their rayon staple fiber. 

Back in 1953 and 1954, when our imports of rayon staple were 
virtually stopped because of an unfounded and eventually rejected 
dumping complaint by American rayon manufacturers, our own ex- 
ports of American piece goods fell off drastically. 

The reason for this decline in our exports? Well, our piece-goods 
customers were temporarily unable to obtain dollar exchange licenses 
to pay for our goods. 

What is the situation today in these same commodities? After the 
rejection of the dumping complaint on rayon staple in 1954, we again 
started building up our rayon staple business. 

It took a long time because we had lost our American customers 
as a result of the complaint alone. However, finally by 1957 our 
imports of rayon staple were back to their former level. And for 
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every dollar’s worth of Swedish rayon staple we sold in the United 
States in 1957, we were able to sell approximately one dollar’s worth 
of American textiles in Sweden. 

It obviously behooves us, therefore as a company—if we are in- 
terested in expanding our business—to concentrate, in the first in- 
stance, on the import end. However, here we run into the second 
inescapable fact I mentioned earlier, namely, you are heading for real 
trouble when you expand your sales of an imported product. 

Out experience is that the limit of tolerance of imports by domestic 
competitors in our own lines is at remarkably low levels. Protec- 
tionists have repeatedly harassed us with anti-import propaganda. 
They have made rather full use of the various restrictive trade devices 
at their disposal. 

This has occurred not only in connection with rayon staple fiber 
but also imported hardboard, hardwood plywood, clothespins, stain- 
less steel flatware—all from Sweden in our case. 

I can only think of one of our import products which has so far, to 
the best of my knowledge, not been seriously attacked by domestic 
industry. I hesitate even to mention what this product is, because 
I have the distinct feeling that we have been left alone thus far purely 
by oversight or apathy, and if I did mention the item here, this 
domestic industry, too, might jump on the bandwagon. 

In marketing ‘this particular product we have chosen to follow a 
sales policy which is at the very least unorthodox by American stand- 
ards, and might even prejudice my continued good standing in the 
National Sales Executives organization. We refuse to advertise this 
product extensively. We do not display it in trade shows. We even 
instruct our salesmen not, under any circumstances, to solicit more 
than a small percentage of an individual customer’s requirement. 

This is, admittedly, rather a backward and in the long run a rather 
expensive way of doing business, but so far it has worked, at least to 
the extent that the domestic industry has let us live. 

Of course, we’re not living high on the hog. You can’t under these 
circumstances, where the continuation of our business would be 
threatened by our own success. This is only one example and this is 
what I really wish to point out of the tremendous deterring effect 
that the very existence of the escape clause and other import-restrict- 
ing statutes has on the development of our Nation’s imports, which 
ultimately determine the level of our export business. 

This deterrent effect is far more significant than the relatively 
small number of cases in which escape clause relief has actually been 
provided. 

This point has been hammered home so much in these hearings 
as to the relatively small number of cases that have come to a satis- 
factory conclusion as far as the domestic manufacturers are concerned, 
and is of tremendous importance to the companies like ours that 
are engaged in the import-export business. 

Official reports indicate that there are approximately 4% million 
workers in the United States whose jobs depend either directly or 
indirectly on world trade. I have no way of knowing how accurate 
this estimate is, but I do know that there are many thousands of 
American workers and businessmen engaged in the import-export 
trade, furnishing America’s factories and distributors with the ma- 
terials they need for their business operations, and at the same time 
marketing abroad the product of America’s mines, farms, and factories. 
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There is understandably always a great deal of concern over some 
manufacturer being injured by import competition, even if he is 
inefficient and perhaps manufactures an outmoded product. 

There is virtually no concern, at least I have not heard any, over 
the hundreds of firms like ours who are 100 percent dependent for 
their existence on international trade. We are continually subject 
to the innuendo and a “foreign” taint, despite the fact that we are 
just as ‘‘American’’ as our domestic competitors and despite the fact 
that we handle in total even more exports than imports. 

By the same token, the derogatory term “cheap foreign labor’ 
certainly has nothing to do with our payroll. In the case of our firm, 
our low est. paid employ ee gets $2 per hour; the average pay of our 
nonsupervisory office employees works out to over $3 per hour. 

Then comes the question of taxes. We pay taxes just like any 
other industry, plus the amounts of import duty involved—which, 
after all, is nothing but a tax. In 1957 our import duty payments 
alone totaled more than 5 times our net profit before Federal income 
taxes, and more than 10 times our net profit after taxes. 

Thus, even in addition to the services that we render in providing 
needed materials to America’s consuming industries, and in fostering 
exports of American products, the import-export industry itself is a 
major employer and major taxpayer which is entitled to more than 
passing consideration in any discussion of a national trade policy. 

These are factors which should be considered by the Congress in 
formulating a Trade Agreements Act. They must also be taken into 
consideration in determining whether relief is warranted in a particular 
escape-clause proceeding. Even where some injury to a competing 
domestic industry might be found by the Tariff Commission, the 
granting of relief to this industry could easily bring even greater 
injury to other segments of the economy, whether it be the industrial 
consumers of imports, the farms and factories that rely on export sales, 
or even the lowly importers themselves. Someone with a broad view 
of the entire economy must strike the balance. 

Thank you, Mr. Chairman. 

The CHarrMan. We thank you, sir, for coming to the committee 
and giving us this statement. Are there any questions? 

Mr. Mason. 

Mr. Mason. On your page 1 you have this phrase: “continued 
rejection of protectionist attempts to scuttle international trade.” 

Do you have any single person that is attempting to scuttle inter- 
national trade, any one person? 

Mr. Bricutman. I can answer that in this w ay if I may, Congress- 
man Mason. Individually, most people, if not all people, seem to 
believe in international trade as being a good thing; but every single 
industry feels that they themselves must be the one exception. There- 
fore, we have a continued parade—and I say “we,” but I should say 





‘“‘vou—have a continued parade of witnesses from all different 
industries saying that they are the people who are being hurt, sir. 
Consequently, if everybody is being hurt and everybody feels that 
they must be taken care of, I feel that in total all those endeavors 
are endeavors to scuttle trade itself, even though it is only their own 
personal interest that each seeks to protect. 

Mr. Mason. Then, according to your ek enna if any industry 
is hurt and complains, they are attempting to scuttle international 
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trade, but if any industry is benefited and if any industry is in the 
import-export business, their attempts would be in the opposite direc- 
tion, and I cannot understand why it has to be those extremes. 

I am a protectionist. I have been a protectionist for longer than 
you have lived, and I am not in the business of scuttling international 
trade. I think we must have, we alw ays have had, and we should con- 
tinue to have as much international trade as can possibly take place, 
but I do not think it should be at the expense of certain industries and 
for the benefit of other industries in this country, and I do not think 
that it should have for its objective creating jobs there and removing 
jobs here. 

I am not in any attempt to scuttle international trade, and I do not 
think even Mr. Reed, who has been at it longer than I have. is trying 
to scuttle international trade. 

Mr. Reep. No, sir. 

The strange part of it is that it is sort of a paradox. We have always 
had greater exports under high tariffs than we have had under low. 

Mr. Mason. That is all, Mr. Chairman. 

The CHatrMAN. Mr. Byrnes will inquire, Mr. Brightman. 

Mr. Byrnes. Do vou import some hardboard? 

Mr. BricgutTMan. We do, sir. 

Mr. Byrnes. The reason I asked was because of an item that came 
up with the last witness with respect to antidumping. What is the 
status of that as far as intervention of countervailing duty? 

What are you doing on the item now? 

Mr. BricutTMan. I will be glad to explain that, sir. 

When the finding of dumping was made against Swedish hard- 
board, we as a company personally dropped completely the promo- 
tion and sale of Swedish hardboard. Approximate a year and half 
after that, and I could be wrong by 6 months, it could be longer than 
that, the two particular mills that we happened to buy our hardboard 
from were freed from the dumping order. 

I use that term as the term they seem to use in the release. They 
were freed from further suspicion of dumping because of their pricing 
policies, supposedly some new prices to third markets on which the 
original dumping finding was made. We again took up the sale of 
Swedish hardboard and are now selling. 

The question of the penalties is a rather simple one to answer. I 
do not think that Mr. Keck intended in his note 6 to his testimony 
here, which he also mentioned under examination by Congressman 
Simpson, to indicate that there was much of a possibility, unless 
there is a change in the law, that the importers in question affected 
by the original dumping finding were not going eventually to have to 
pay their dumping duties. Each and every one of us had to post a 
bond on every importation subject to the dumping finding and when 
the final amount is decided, and that is an arithmetical matter, the 
actual dollars will be paid in. We know we are hooked. 

Mr. Byrnes. In other words, it is based on imports that you had 
on behalf of your customers at the time of the finding of dumping? 

Mr. BricgutMan. We are assessed retroactively on those right 
back to the date of the original withholding of appraisal, which, as I 
recall, was well in excess of a year, if not in excess of 2 years prior 
to that. 
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Mr. Byrnes. Then you posted a bond? 

Mr. BricgHTMan. Yes, sir. 

Mr. Byrnes. That bond was to cover the payment of the assess- 
ment when made, including the countervailing decision? 

Mr. BricurMan. That is right. 

The amount of the bond was for the full value of the goods; not 
for just the $2 or whatever figure Mr. Keck mentioned might be the 
minimum amount, but for the full value, which was in most cases in 
the neighborhood of somewhere between $30 and $70 per thousand 
square feet, depending upon the thickness. 

Mr. Byrnes. Then do I understand that somebody made a deter- 
mination, and I assume in this case it was the Treasury? 

Mr. BricgHTMAN. Yes, sir. 

Mr. Byrnes. They made a determination with respect to indi- 
vidual companies inspecting their practice or change in their practice 
that had taken place since the time of the dumping finding and the 
time they were making the new determination, and freed them? 

Mr. Bricurman. “On future sales based upon current figures 
which you have furnished and which we have checked and verified, 
you would not dump if you sold today at that price.’ 

Mr. Byrnzs. Do you know whether they have freed all concerned? 

Mr. BrigutMan. No, sir; they have not. 

Mr. Byrnes. As far as you are concerned, they did free it on two 
companies with which you do business? 

Mr. BrigutMan. That is right. 

Mr. Byrnes. Have you any idea as to why there has been this 
long delay in determining what the countervailing duty should be? 

Mr. BricurMan. Yes, sir; I do. There is a case in the courts at 
the moment regarding the whole validity of the original dumping 
finding. 

Mr. Byrnes. So that the Treasury is holding up pending a deter- 
mination of that case; is that it? 

Mr. Bricurman. I do not know whether they are holding purposely, 
but that seems to be the result, sir; yes. 

Mr. Byrnes. I suppose, as long as that case is pending, even if 
they did impose a countervailing duty, there would still be some 
question as to whether the liability for payment was there. 

Mr. Bricurman. Mr. Barnhard, with whom I am not appearing 
here now, but he has represented us on this and the rayon fiber case, 
mentions to me a point of fact which I had neglected to recall. The 
appraisements involved in the dumping case were appealed by most of 
the importers, and in that instance the actual assessment of the duty 
is held off until final settlement of the appeal. 

The appeal itself is tied up in lawsuits and so on. 

Let me explain one thing. The money is tied up, it is all bonded. 

Mr. Byrnes. Thank you, Mr. Chairman. 

The Crarrman. Are there any further questions? 

If not, Mr. Brightman, we thank you again for coming. 

Mr. Bricurman. Thank you for the privilege, sir. 

The CuarrMan. Our next witness is Mr. Norman J. Mercer. 

Mr. Mercer, for purposes of this record, will you identify yourself, 
please, sir, by giving us your name, address, and the capacity in which 
you appear. 
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STATEMENT OF NORMAN J. MERCER, PRESIDENT, ENGLISHTOWN 
CORP., NEW YORK CITY 


Mr. Mercer. Thank you, Mr. Chairman. 

My name is Norman J. Mercer. I am the president of the English- 
town Corp., 230 Fifth Ave., New York City. 

My purpose in appearing before the committee is in behalf of sup- 
port of the extension of the Trade Agreements Act. 

The Cuarrman. Will it be possible to complete your statement in 
the 15 minutes we have allotted to you, sir? 

Mr. Mercer. Yes, sir. 

The CHarrMan. You are recognized. 

Mr. Mercer. Having listened to many of the previous speakers, 
I realize that my appearance here today, in an attempt to give any 
figures and facts dealing in the political or statistical climate, would 
be extraneous. 

Consequently, I think it best if I could just recount the experience 
of a small company in the import field. 

The Cuarrman. Mr. Mercer, would you want your entire statement 
and those matters appended to it inserted in the record, and then you 
proceed as you desire? 

Mr. Mercer. Thank you. I would appreciate that, Mr. Chairman. 

The CuarrMan. Without objection, that will be done. 

(Statement referred to follows:) 


APPEARANCE OF NorRMAN J. MERCER, PRESIDENT OF THE ENGLISHTOWN CorR- 
PORATION ON BEHALF OF EXTENSION OF THE TRADE AGREEMENTS ACT 


Mr. Chairman and members of the committee, may I thank the chairman and 
the members of this committee for their kindness in granting me this opportunity 
to appear. I fully realize the weariness which must beset each of you after nearly 
5 weeks of voluminous testimony relating to the Trade Agreements Act. 

At the outset, I must apologize for the story that I am about to recount, for 
originally it was my intention to appear before this committee with facts, statis- 
tics, and the more informed views of others better qualified than I to pass on 
international and economic matters. However, a close examination of the testi- 
mony to date has convinced me that experts have presented this data far more 
effectively than I could hope to do. The questions of the committee asked of 
previous witnesses indicate a very well informed background as to the pros and 
cons of the problems to be resolved. I therefore decided to disregard my facts 
and figures and recount the tale of our company and its experiences in its efforts 
to promote international commerce and free trade. 

In connection with my wartime membership on the War Production Board 
Advisory Committee for our industry, I traveled extensively throughout Europe. 

Upon my return home and the resumption of civil production for our company, 
we turned our backs with great relief upon the production of munitions to the 
more satisfying task of producing our normal products—household kitchen and 
table cutlery—I began to actively search for a way of suiting the deed to the 
thought. 

During my wartime travels abroad, I had occasion to view with grudging 
admiration captured articles of tableware obtained from enemy sources, stem- 
ming from the fact that these articles were produced under adverse wartime 
conditions and possessed a quality of workmanship that was unmistakable to an 
experienced eye. 

I therefore returned to Europe, first approaching England where I was told 
that my ideas of duplicating intricate silver patterns in stainless steel could not be 
executed. In West Germany, I was informed it might possibly be done. Not 
being permitted to visit Japan at that time, I commenced written negotiations and 
was advised that my plans could be realized. Taking this response with a grain 
of salt, in view of the flat “‘no” in England and the “perhaps” of West Germany, 








RENEWAL OF TRADE AGREEMENTS ACT 2099 


I sent a rather ornate spoon to Japan for duplication. To my pleased surprisei 
a counter sample was received during the latter part of 1947 authentically 
reproducing in one of the hardest commercial metals—stainless steel, the intricate 
design and detail that heretofore had been executed only in one of the softest 
metals—sterling silver. 

Having run the gamut of a flat “no” in England, a “perhaps” in West Germany, 
and a positive ‘“‘yes” in Japan, our program was initiated by sending our vice 
president to Japan. 

Many obstacles were faced at the start of this program. Suffice it to say that 
we placed American engineers in Japan. We located our production facilities in 
the little town of Tsubaume, where a small flatware industry had grown up prior 
to World War II for export mainly to European and Asiatic markets. 

Tools, dies, and designs executed in this country were flown over—but the 
language barrier was still present; therefore, we brought Japanese engineers to 
America who studied in our plant for many months and then returned to Japan. 
By this time, a mutual language had evolved through the medium of a common 
product, table knives, forks, and spoons. 

By 1949, after almost 2 years of toil, expenses, and frustration, a product had 
evolved that we considered in every way superior to the values being offered in 
Europe and in this country. 

Pleased with results of these efforts, we then undertook a marketing campaign. 
Our plan for promoting merchandise produced by a former enemy evoked a 
reluctant and unenthusiastic response from our own sales staff, but this was mild 
compared to the resistance we encountered on the part of our customers. After 
months of missionary work, we began to make a dent here and there and eventu- 
ally we found some adventurous merchants who would attempt to market flat- 
ware made in Japan. It should be noted that the merchants of those early days 
who placed their orders with us are really the true heroes of this narration. 

After placing our first imported stainless steel pattern on sale in the middle of 
1949, we anxiously awaited the results. They were overwhelming. Stocks were 
exhausted and we could not obtain replacements fast enough. Only then did we 
begin to plan production in earnest. 

All during this period our American engineers were skeptically insisting “It 
can’t be done.”’ 

We had attained nationwide distribution within a period of 3 months after 
our test marketing had ended. But our happiness was short-lived. Complaints 
began to trickle in—Japanese stainless steel tableware stained and rusted in use. 

The end of this sad tale was not triumphant success but the near insolvency 
of our company, for we had no recourse but to recall all our merchandise. Having 
accomplished this, we then left for Japan. Upon investigation, we were advised 
that our Japanese associates were using wartime scrap material when pure 
material could have been obtained. This was done as an economy measure, for 
such material cost half as much as the pure material. In so acting, our Japanese 
associates thought they had achieved a mutual saving. Thus, slowly and pain- 
fully, did a broader and more fundamental understanding of the needs, standards 
and cultures of our respective countries gradually inculcate itself through our 
pattern of association. 

When Mrs. Mercer accompanied me on her first trip to Japan, we were feted 
in oriental style, but the consternation knew no bounds when, with great ceremony 
and effort, I was received at a party given in my honor, accompanied by my 
wife. In time, the Japanese came to accept these peculiar practices of the 
Americans and eventually we were introduced to several wives of business asso- 
ciates when visiting if their homes, a truly novel procedure in Japan. 

Our task began all over again, but this time we were not marketing merchandise 
that was resented as the product of a former enemy. Now we had something 
far more formidable to overcome—a widespread reputation for a poor product. 
We were aided by other American manufacturers who went to Japan at about this 
time or the latter part of 1949, and our combined efforts eventually produced a 
feeble light in the darkness of our defeat. 

From 1951 to 1953, we saw Japanese exports of stainless tableware to the 
United States rise from the modest sum of 487,000 dozens to 930,000 dozens. 
During these fateful 2 years, the previous complaints were eliminated and by 
1953, a major undertaking was well on its way to a successful conclusion for the 
industry as a whole. Unfortunately for our company, our financial resources 
had been completely exhausted and we were forced into a reorganization. 

The consumer, who as far back as 1949, was quick to recognize the value and 
the attractive designs offered by the foreign merchandise, responded as whole- 
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heartedly in 1953, 1954 and right up to the present—so much’so that Japanese 
exports reached a 10 percent share of the American market by 1956. The results 
of these early efforts are far more important on an industry-wide basis than for 
our particular company. We are pleased to state that from these humble begin- 
nings, the City of Tsubaume, Japan, has grown from a population of 12,000 war- 
torn and weary people to 50,000 reasonably prosperous people at this time. Its 
industries have been able to contribute taxes enough for the local government to 
bring about its first paved street, a tripling of school facilities, and the establish- 
ment of a daily local newspaper. 

All those advantages that we here in America assume to be our natural heritage 
have come to these people only after 10 years of unremitting work, long hours 
and many lost fingers. 

The American makers saw in this foreign growth a threat to their existence 
and accordingly, under the terms of the escape clause provision of the Trade 
Agreements Act, a hearing was conducted by the U. 8. Tariff Commission, 
investigation No. 61, which was instituted upon complaint from the makers. 

On January 10, 1958, the Tariff Commission reported to the President a un- 
animous recommendation for an increase in duties that approximated not quite 
300 percent. The import industry was indeed floored by this decision for an 
examination of the Commission report revealed the following: 


(A) cepemeniseepaeregele, 1053... 65 2c soc sce eee. ..-- $17, 000, 000 
SN MREOS RIND iis haus kw n ss nennance wane $31, 500, 000 
(an increase of 84.2 percent.) 
(B) Number of workers employed in 1953_____--__.----.------- 2, 182 
Number of workers employed in 1956_______...--_--------- 2, 987 
(an increase of 40 percent.) 
(C) The average price per dozen in 1953_....--.-_-_---------- $3. 60 
The average price per dozen in 1956_~-__------ iin ak eee esha $4. 11 
(an increase of 17 percent.) 


In view of the foregoing statistics, which I quote verbatim from the U. 8. Tariff 
Commission report, you may wonder, as did we, how the Commission could have 
found injury or threat of same to the American industry. 

The President and his advisors wisely sifted and analyzed all of the facts in this 
case and rejected the Commission’s recommendation. 

My only purpose in reciting our experience abroad is the hope that it may 
illustrate how American manufacturers whose investment in partnerships with 
foreign manufacturers can create a new industry that benefits all concerned, for 
we have here a situation wherein at the present time a total of 103 importers 
engaging some 1,200 people, engaged in the sale and distribution of this new 
foreign tableware. 

Our free-world allies producing this ware were enabled to earn dollars with 
which to purchase American products. 

The American housewife has availed herself of a value which could not have 
been created in this country and with her savings has continued to support indus- 
tries that are typically American, such as housing, household appliances, auto- 
mobiles, ete. 

Only with the advent of the airplane could the smaller enterprise enter into 
the export and import field and where formerly there were limited numbers of 
large companies engaged in this industry, we today have tens of thousands of 
medium sized and smaller enterprises which are now able to exchange commercial 
ideological, and cultural ideas on a very broad basis. 

I prefer to believe that my interest in appearing here is motivated by the 
broadest view and that our company’s failure and recovery from our adventure 
abroad has contributed to a mutual bond of understanding that has bridged a 
distance of 10,000 miles, two different languages, two different cultures, and the 
working out of these problems, whether it was on the successful or unsuccessful 
end of the scale, a mutual understanding, respect, and a better knowledge of 
each other’s way of life resulted. 

In the final analysis, this is the most important achievement and one that will 
last far longer than the history of an individual business or industry. 

I am hopeful that those of our representatives in public office will decide simi- 
larly, for it is my hope that they, too, will be bound by the broadest interests in 
the national welfare, as well as world peace and harmony. 

The extension of the Trade Agreements Act for 5 vears, plus the empowering 
of the President to negotiate further concessions, will bring additional millions 
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of people the world over in closer contact through foreign trade, thus eliminating 
tension, suspicion, nationalism, and isolationism and thereby advancing the cause 
of democracy everywhere in the free world. 


Mr. Mercer. Thank you. 

During the war I served with the War Production Board and in 
the course of my duties certain captured articles of tableware were 
brought to my attention. Very interestingly, these articles were 
produced under wartime conditions, and I was very much impressed 
with the quality of the w orkmanship. 

One article was a captured German spoon that was manufactured 
in 1944, and it was a spoon issued to the field equipment services of 
the German infantry. The die work and excellent quality just stuck 
in my mind. 

When the war was over, it occurred to me that it might be very 
interesting if we could duplicate in stainless steel some of these ornate 
designs that were issued as field equipment for troops of our former 
enemies. Consequently, I returned to England with this very idea. 

I was told in Sheffield, the English cutlery center, that it could 
not be done. I traveled to Germany with the same thought in mind, 
and the German industrialists told me that it could eae be done, 
but under the occupation disorganization they could not undertake 
the program. 

At this very time, the occupation was occurring in Japan and we 
were not permitted to visit. It was too early. It was 1947. So I 
sent a very ornate silver spoon to Japan and, much to my surprise 
and in short order, I received a very fine duplication of what had 
been considered an outstanding example of silversmithing art in 
America. 

As you gentlemen may or may not know, silver is a relatively soft 
metal. Stainless steel is a very hard metal, and our American engi- 
neers in our own plant were confounded by this product. That was 
the beginning of a rather interesting experience for our company. 

Our vice pr resident left for Japan and very quickly established him- 
self there. We found it necessary to send American engineers to 
this little town of Tsubaume in Japan and the language barrier, the 
housing barrier, the disorganization, was very difficult. Neverthe- 
less, in due course we produced a stainless steel article of tableware 
that we thought would be very suitable for the American market. 

I therefore presented it to our sales staff and, much to my surprise, 
I found a great reluctance. They all conceded the value, but they 
were all very antagonistic to offering and selling products produced 
by a former enemy. So it was with our customers. They responded 
in the same way. But after several months of trial and error, we 
finally located a couple of adventurous customers who put Japanese 
stainless steel tableware on sale. 

Well, we were very much surprised. Unlike our customers, sales 
staff, and management, the consumers had no compunction. They 
grabbed up the merchandise as fast as offered. They recognized the 
value. Now we were off to a really expanded program in Japan. 

We sent machinery, dies, designs, engineers, several thousand feet 
of film, being tee hnical instructions, but all of this was to no avail. 
The language barrier was still too difficult to overcome. We finally 
found it necessary to bring several Japanese engineers to our plant 
in America. 
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We finally eliminated the production snags and our marketing began 
in earnest. Very quickly we were fortunate enough in being able to 
blanket the major markets of the United States with trial shipments of 
stainless steel tableware, and our experience was as gratifying as in 
the first instance. Wherever we put this merchandise on sale, it sold 
out quickly, but our happiness and success was very short-lived. 

It was not but 60 days later when we began to receive complaints 
from all over the United States that that stainless steel that our com- 
pany had sold was rusting in household use. 

Well, gentlemen, this brought us to near bankruptcy. At that 
point we had $700,000 worth of stainless steel in the hands of our 
customers and their consuming customers and it was rusting. 

We had no choice but to recall all of this merchandise. I had never 
been to Japan. My former associate had been there before me 
establishing this program. My wife and I left on our first trip to 
Japan. We got to the little city of Tsubaume, about 250 miles from 
Tokyo, and found the cause of the diffic ulty. 

During the war, the Japanese, being short of chromium, which is 
the alloying element in steel that makes it stainless, reduced their 
minimum content from a 14 percent ratio to a 9 percent ratio. Well, 
this made some of the steel stainless, but not all of it, and the only way 
you could determine whether it was or was not was in use. 

When I questioned our Japanese associates as to why they used sub- 
standard stainless when normal virgin stainless was available, the 
answer was that it cost 90,000 yen a ton less, and they could not under- 
stand why we were not interested in the economy that such material 
afforded. 

This was the painful road and pattern we had to travel to obtain 
a mutual understanding. When our amend-American standards 
of quality were explained to the Japanese, they quickly understood, 
but the language barrier had caused this original error, and, not only 
the language barrier but cultural conflicts. 

To a Japanese manufacturer, if you could use a cheaper material, 
the theory was let the buyer beware. Economy was the all-important 
consideration. 

Well, we started all over again, and 2 years later American manu- 
facturers, competitors, joined us in our efforts, and we had a rather 
orderly growth. We found that we had now a product that was just as 
acceptable as our original offering, but without the complaints. The 
product stood up, and in 1953 the American market absorbed about 
900,000 dozen pieces of Japanese stainless tableware, and by 1956 it 
had grown to not quite 9 million dozens. 

Our prosperity again was short-lived. In 1957, the American manu- 
facturers, under the escape clause provision of the Trade Agreements 
Act, brought a complaint before the Tariff Commission, investigated 
our industry from April of last year until January 10 of this year. 
No statistics had ever heretofore existed in our particular industry. 
It is a small industry. 

The American manufacturers employed a total of 2,850 employees 
at their peak. We had from our single example of imports of Japanese 
stainless in 1957 an industry grown to where, under the Tariff Com- 
mission investigation, it was shown that there were a total of 120 
importers, and the importers alone employed more than all of the 
workmen in the American plants. 
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Now, the American manufacturers, according to the Tariff Commis- 
sion, showed: 

(a) An increase in their sales from $17 million a year to $31 million 
a year from 1953 to 1956, the period covered by the investigation; 

(b) It showed that the Tae of employees had increased from 
2,100-some odd to 2,850 employees, an increase of 40 percent; and 

(c) That the average selling price of the American product during 
the period of all of this Japanese competition went from $3.60 a dozen 
to $4.11 a dozen. 

Much to our surprise and chagrin, the United States Tariff Commis- 
sion unanimously found injury to the American industry. I might add 
that there had not been a single instance of insolvency or financial dis- 
tress among the American manufacturers, but the Tariff Commission 
nevertheless found injury. The criterion for the injury seemed to be 
that the numbers of dozens had gone from 300,000 dozen in the first 
year we had started, in 1947, to 9 million dozen. 

No cognizance was taken anywhere by the Commission in their 
consideration of the fact that the total dollars of Japanese stainless 
amounted to less than 7 percent of the total dollar value of sales of all 
knives, forks, and spoons produced in this country. 

We worried and we wondered and last week, on Monday, the 
President rejected the Tariff Commission findings. 

Now, gentlemen, my purpose in appearing here today is merely to 
indicate the strength, the inherent protection built into the law by 
permitting the President with his advisors in the trade policy com- 
mittee to decide when and where an injury is perpetrated upon an 
American industry. 

It might appear right now that I am speaking from a selfish point 
of view, and I do not know whether I made it clear to the members of 
the committee at the outset that when we started this program we 
employed not quite a thousand persons producing the same articles in 
America so that I do not appear here as someone who started this 
operation with the idea of being an importer and objecting to American 
production. On the contrary, I had one foot firmly planted on both 
sides of the fence, but I truly believe in free trade. 

[ truly believe that through the medium of free trade, the kind of 
irritation and anger and economic isolationism and nationalism that 
was fostered when I left for Japan with anger in my heart about 
stainless steel that rusted was only dissipated when I spent 3 months 
there are began to understand the Japanese culture, and began to 
understand the Japanese method of thinking and they in turn visited 
here and understood our methods. 

Today in Tsubaume there are now 50 thousand people living in 
relative prosperity. I have heard for 2 days now many speakers and 
witnesses testify to the low standard of living in Japan, to the slave 
labor rates. This is not so, gentlemen. 

In 19! 50, we had an average wage rate in this country of approxi- 
mately $2 per hour, and in 1930 we had an average wage rate in this 
country of 35 cents an hour. 

Our standard of living did not materially change in those 20 years. 
Our value of our dollar did. That is really the difference that 
happened. 

So it was in Japan. When we started, we did have 11-cent-an-hour 
labor. This year our labor in Japan is 35 cents an hour. I do not 
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think the fair and true analogy is to take 30-cents an hour labor in 
Japan and for dramatic purposes compare it to $2.83 an hour in 
America, which was the point that our opponents made before the 
Tariff Commission, because to this 35 cents in Japan we have to add 
duty, freight, expenses, insurance, and you cannot compare apples and 
pears and come up with anything but a mixed fruit salad. 

I want to urge the members of the committee to pass this bill on 
the basis of the President’s s request. 

I recognize full well that there is always injury in any question of 
international politics or economics. I recognize that some American 
industries have been hurt and will be hurt, but the largest good for the 
greatest number, I think is what pertains, and I ask respectfully that 
this committee support the administration’s request for a 5-year ex- 
tension of the bill without any crippling of the President’s ability to 
decide in cases of injury. 

Thank you very much. 

The Cuarrman. Thank you, Mr. Mercer, for coming to the com- 
mittee and bringing us this very interesting discussion. 

Are there any questions. 

Mr. Eberharter will inquire. 

Mr. Esernarter. Did you say for the benefit of the committee 
that it is your opinion that the standard of living at 35 cents an hour 
for Japanese workmen provides a pretty good standard of living for 
that workman in Japan? 

Mr. Mercer. Congressman Eberharter, the people of Tsubaume, 
where 10 years ago they did not have a paved street, and they had 
but 1 school in a town housing 11,000 people, today have 4 
schools. They are halfway down their first paved street w ith the taxes 
they have collected from the cutlery manufacturers in the last 10 years, 
but it was stopped on January 11 when the Tariff Commission came 
out recommending a unanimous increase of 280 percent in the duties. 
They were frightened. 

Mr. Esernarter. Do they have a comfortable standard of living? 
That was my main question. 

Mr. Mercer. Yes, sir; they do, and I am here to say that in our 
last several trips to the Orient, we traveled extensively throughout 
the Far East; and Japan, without question, represents the kind of 
economy and democracy that we know and respect and would like to 
see furthered throughout the Far East. 

There is a high degree of literacy in Japan. Every home has a 
radio. The refrigerators that we take for granted here are being pro- 
duced in Japan. The country is highly electrified. Even their 
trains run on time and are spotlessly clean. They do have a high 
standard of living; not the American standard of living, but I think 
that is rather unique throughout the world, sir. 

Thank you. 

The Cuarrman. Mr. Mercer, there is just one thing on which 
your statement leaves a question in my mind. 

You went to England to try to find a place where they could pro- 
duce this particular design of stainless-steel flatware. You went to 
Germany. After having investigated the situation here and having 
been told that it could not be produced here, you were told that it 
could not be produced in England or Germany for this market. What 
was the reason that it could not be produced either here or in England 
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or in Germany? Was it just conditions that prevailed in Germany 
at the time, in England at the time, or here at the time, or was there 
some economic reason why this was true? 

Mr. Mercer. The reason for the objections here and in England 
and perhaps in Germany consisted of three facets: 

One, the groove or rut that manufacturers get themselves into, 
including our own engineers. “Precedent” is the proper word. 

Secondly, the matter of mass production in this country. That was 
a technical reason. A die to stamp the handle of a spoon costs in 
this country today about $300. In 1947 it cost perhaps half that. 

To get an economical run on a stamping machine and set up that 
die, we would consider anything less than 100,000 pieces completely 
impractical. 

Now, the more ornate the die, quite naturally the shorter its die life. 
If you have a very complicated design, the die has a tendency to wear 
very quickly, so that the English engineers were of the same opinion 
as the American. They were used to working in nickel silver, which 
is a very soft metal. 

To give you an example, the same die on a nickel silver spoon 
would last for a million spoons, and on a stainless steel spoon would 
last for about 40,000 in the early days. Today we have it up to 
about 100,000. 

In Japan, when their traditional markets were gone in Asia and 
they were barred under the rules from developing those areas, they 
were most anxious to develop products. They did not have enough 
precedent to say no. When we sent the spoon to Japan and they 
made 10,000 pieces on the 1 die, it did not discourage them. They 
made another die and from this an industry grew. 

The CuarrMan. Are there any further questions? 

Mr. Byrnes. 

Mr. Byrnes. Are you still manufacturing in this country today? 

Mr. Mercer. Untortunately, we are not, sir, because a year and 
a half after this program started, our plant was totally destroyed by 
a fire, and the fire coordinated with the return of $700,000 worth 
of stainless steel that rusted, and we were forced to insolvency in 1954. 

Mr. Byrnes. You were employing, you said, about one thousand 
people? 

Mr. Mercer. That is true, sir. 

Mr. Byrnes. They no longer are employed? 

Mr. Mercer. No; but during the Tariff Commission investigation, 
it turned out that, despite our leaving the field in 1953 when the fire 
occurred, there was still a net gain of employees of 850 in the same 
period of time when the Japanese imports began coming into this 
country. They went from 2,100 employees in 1953 to 2,870 em- 
ployees in 1956 in the American industry. Their sales went up from 
$17 million to $31 million in the same period. 

Mr. Byrnes. You had engineers with you at that time. Are they 
in Japan now? 

Mr. Mercer. No; I must confess that the Japanese engineers are 
in position today to help the American factories. During the Tariff 
Commission hearings, one of my very illustrious competitors candidly 
conceded that the Japanese hollow-handled knives were superior to 
anything the Americans have been able to produce. 
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Mr. Byrnes. Your position is that of importer rather than 
manufacturer? 

Mr. MERCER. No, sir. We still do a modest amount of manufac- 
turing within the scope of our capital. We manufacture on a limited 
scale because our capital is limited and we cannot afford the high 
fixed investment. It costs $13,000 per employee in American industry 
to equip a plant. ; 

Mr. Byrnes. It does not cost that abroad? 

Mr. Mercer. No, they use mostly hand labor and do not rely 
on the automation existing in this country. The productivity per 
man hour and in Japan on American standards would be 80 cents 
an hour. It takes six times as many hours to produce a given quantity 
in Japan as it does here. 

_Mr. Byrnes. I still do not understand why you say that it is a 
difficult proposition to engage in the manufacturing and operation in 
this country whereas there was comparative ease in getting going 
in Japan. 

Mr. Mercer. When you refer to it being easier in Japan, do you 
mean at the start of our program or presently? 

Mr. Byrnes. At any stage. 

Mr. Mercer. The start of our program was not easy. 

Mr. Byrnes. That was because of poor steel. I am talking about 
the productive process once you are going. 

Mr. Mercer. It is easier in Japan than here because of the high 
fixed development and necessary automation that prevails here due 
to your union rules and high cost of labor. 

Mr. Byrnes. So that in a sense, from the standpoint of an American 
manufacturer, he still has a problem as far as competing with some- 
body that does not have all of the problems that he has to face in 
getting started, his capital investment, labor costs, and so forth; is 
that not, true? 

Mr. Mercer. That is true, sir. 

Strangely enough, under these very handicaps you describe, in 1953 
the American industry was losing 6.5 percent of its net sales dollar in 
stainless steel tableware and last year they lost 1.1. They had 
reduced their losses by 600 percent. 

I want to be fair in testifying before the committee and I must 
deliver a point in favor of my opposition. 

This industry, the knife, fork and spoon industry, consists today of 
three segments: Sterling silver, which is a limited luxury market; 
silverplated flatware, which until very recently was the basic stable 
part of the industry, and more recently, since the cessation of hostili- 
ties, stainless tableware, and the stainless tableware has taken away 
much of the place of silverplate. 

During the hearings the American complainant made the point that 
the flood of imported stainless only occurred after the concessions 
were reached in 1948. In 1948 the ad valorem duty of stainless 
spoons and forks was reduced from 40 percent to 20 percent, and under 
the mutual reciprocity, it has since been reduced to 18 percent. 

The very same day that the stainless was reduced by half, silver- 
plated spoons and forks were reduced by 50 percent, and there has 
been no influx of silverplate. It is not the concession that did it. It 
is the desire for a product developed in another market. That was 
never brought out at the Tariff Commission hearings. 
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I have the brief in my briefcase, and no one mentioned that the 
silverplate had been reduced by 20 percent more than stainless steel 
and they are selling implements. In that instance the concession 
which was greater did not help the importers at all. 

Mr. Greeory (presiding). Mr. Sadlak will inquire. 

Mr. Sapiak. Mr. Mercer, I am sorry I was not here for the entire 
presentation of your case, but I was unavoidably called away. I have 
been told my plane is grounded and I must spend tonight in Wash- 
ington, although I usually go to Connecticut on Friday night. 

However, looking over your paper which I found on my desk, you 
apparently did not follow but summarized, I note in connection with 
that recent investigation on stainless steel that you said on page 6 that: 

The President and his advisers wisely sifted and analyzed all of the facts in this 
case, and rejected the Commission’s recommendations. 

Did the President actually reject the recommendations of the 
Tariff Commission? 

Mr. Mercer. Well, I heard one of the members of your committee 
refer to it as a rejection. 

My understanding of the President’s action was as follows: that he 
has decided that the Japanese have invoked a voluntary quota of 
5,500,000 dozen and that it is his desire that the Tariff Commission 
report be set aside and at that time, if any other facts and figures are 
revealed to him that would cause him to change his opinion, there 
might then be a change in the rate of duty. 

Mr. Sapuak. So that actually, the President made no decision on 
the recommendations. He did not reject them. Neither did he 
accept them. 

Mr. Mercer. That was not my understanding, sir. 

Mr. Sapuak. I think that is what the decision will show, because 
he accepted the voluntary quota that the Japanese themselves 
imposed. The defendant was the one who made the decision as to 
the penalty or fine after admitting inflicting injury on the — 

Mr. Mercer. That is not my understanding, sir. The Japanese 
invoked a voluntary quota of 590,000 dozen. 

Mr. SapLtak. Commencing when? 

Mr. Mercer. Commencing November 1, 1957. However, the 
Administration and the authorities in charge negotiated and I am 
not privileged to discuss these negotiations. I was not present, nor 
was [ a party to them; but suffice it to say, as far as I am concerned, 
it was then announced after several meetings between the Japanese 
Government, the Embassy and our State Department and the Trade 
Policy Committee, that there would be no action at this time, that 
the matter would be deferred for a year, the status quo would remain 
providing the Japanese reduced their quota to 5,500,000, which they 
did, a sacrifice of some 8 percent beyond their original sacrifice. 

Mr. Sapuak. The flatware which came to this country in 1953 was 
853,000 dozen and ran to about 11 or 12 million dozen in 1957. You 
do not contest that, do you? 

Mr. Mercer. That is correct. That is my understanding on 1953. 
I do not agree with you about the 1957 consumption. 

Mr. Sapiax. How would you dispute it? 

Mr. Mercer. Well, I have figures to quote. 

Mr. Sapuak. Figures from what source? 
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Mr. Mercer. United States Tariff Commission Report No. 61. 

Mr. Sapiak. But the United States Tariff Commission report, as 
I understand it, had to take the Japanese figures. They did not 
have their own figures. 

Mr. Mercer. That is not so, sir. 

Mr. Sapuak. It is my further understanding that commencing 
March 1, or is it April 1, 1958, we will set up an auditing of the stainless 
steel that will come to this country, because nowhere can we find how 
much stainless steel has come in here since October 1, 1957. We have 
been relying on the Japanese estimates. 

Mr. Mercer. My understanding, sir, was that at the time the 
investigation was undertaken by the Tariff Commission, the Census 
Bureau did not issue statistics on our particular industry as they did 
in many other industries. Consequently, it was necessary for the 
staff of the Tariff Commission to go into the field and establish the 
figures, and they did that. 

Mr. SADLAK. They established them from the Japanese figures, I 
understand. 

Mr. Mercer. That is not so, sir. They established it from the 
examination of the records of the importers and American makers, 
and I was advised by three staff members of the Commission and 
revealed my records to them and so did every other importer. 

That is where they got their figures. The figures given in this 
United States Tariff Commission Report No. 61, show that approxi- 
mately 8 million dozen, not 10 million dozen, w ere imported 1 in 1956. 
Their investigation only covered the first 3 months of 1957 and did 
not go en that. 

Mr. Sapiak. I think they would get a big surprise if they were 
able to bring it up to date. 

Mr. Mercer. I think so, too, but I do not think we are in agree- 
ment as to the cause of the surprise. I think the surprise would 
have been because every importer in October of 1957 was apprised 
of the Japanese Government’s intention of instituting a quota and 
like most commercial people they anticipated their needs. 

This did not create a greater market for stainless steel in America 
but merely built up the inventory of importers. I have no doubt 
that there are 3 million dozens overhanging the American market at 
this moment of Japanese imports. The 1-year moratorium will not 
be sufficient to dispose of this surplus. It will probably take 2 or 3 
years because as of January 1, the Japanese Government has pledged 
themselves to limiting the exports to this country to 5.5 million. 

I am sure everyone in the industry to the extent of their ability 
anticipated their needs when they knew a quota was to be imposed 
but it did not increase our market. 

Mr. Saptak. There was a delegation that came here from Japan 
2 months ago, it seems to me. 

Mr. Mercer. They were here 4 weeks ago, sir. 

Mr. Saptak. I think they learned a lot of things about the import 
of the stainless steel which they had manufactured. I would not be 
at all surprised if the price in Japan would go up greatly from what 
it is now. 

I think they probably found that they could send it to the United 
States at a higher price and still bring it in. 

Mr. Mercer. It is going to go up considerably. I share your 
opinion, but again, I differ as to the cause. I think that the quota 
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system is going to impose upon the Japanese economy an era of 
profiteering in that particular commodity. 

The system in Japan is antiquated compared to our system here. 
Makers deliver generally, to a trading company. The trading com- 
pany finances the manufac ‘ture, takes care of the overseas shipments, 
translates the Japanese currency and information into English, 
Spanish, whatever the country of designation happens to be. 

These trading companies pretty much control the Japanese 
economy. That is fast disappearing and now what has happened 
is that the quota is in control of these trading companies in Japan. 
The makers are not going to get any more for the goods, but the 
American importer is going to be bidding among the trading companies 
for the allowable quota. 

That, incidentally, is the main reason I object to quotas in principle. 
It does not help our country and does not help the Japanese economy. 
It is going to make some trading companies a great deal of money 
because it is making of these particular companies a privileged few. 

Already there has been a tendenc y to buy quotas from a cent a 
dozen up to 10 cents a dozen. I agree that the Japanese products is a 
fine product and has been sold too cheaply. The reason for that is 
the cutthroat competition which exists in Japan and here. 

There were originally 7 factories in that town. Today there are 
1,900 factories, the larwent of which employs 11 people. It is all 
cottage industry. They compete to get this business. Under the 
Small Superior Prices Act in Japan, they will restrict production in 
the hope of stabilizing prices. 

Mr. Saptak. That has just been put through? 

Mr. Mercer. That is right. 

I think I am holding up the committee. I did not want to be so 
wordy. 

Mr. Sapvak. That is all right. 

Mr. Mercer. Under that law they hope that Japanese economy, 
as far as this commodity is concerned, will stabilize. 

Incidentally, no new manufacturers are now permitted to enter 
the field in Japan. 

Mr. Sapuak. Thank vou. 

The Cuarrman. Thank you, Mr. Mercer, for coming to the com- 
mittee and giving us the benefit of your views. ‘Thank you. 

Mr. Mercer. Thank you very much for the time and I am sorry 
that | pic ked a Friday afternoon to delay everyone. 

The CHairMan. Our next witness is Mr. Harry B. Purcell. 

Mr. Purcell, will you please come forward and identify yourself 
for the record by giving your name, address, and the capacity in 
which you appear? 


STATEMENT OF HARRY B. PURCELL, DIRECTOR OF INDUSTRIAL 
RELATIONS, THE TORRINGTON CO., TORRINGTON, CONN. 


Mr. Purcety. Mr. Chairman, my name is Harry B. Purcell, director 
of industrial relations for the Torrington Co. in Torrington, Conn. 

The CHatrMan. Mr. Purcell, will it be possible for you to conclude 
your statement in the 15 minutes we have alloted to you? 

Mr. Purcety. Yes; it will, Mr. Chairman. 
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I would like to emphasize a few of the perhaps more important 
points of my testimony which may be somewhat different from 
some of the testimony that you have been hearing today. 

First, I wish to be recorded as being emphatically opposed to 
H. R. 10368, and to bring to the attention of this committee, expres- 
sions of similar sentiments regarding H. R. 10368, which expressions 
might well be considered to be representative of virtually the entire 
city of Torrington, Conn. 

For the benefit of the committee, I should point out that Torrington, 
Conn., is a city with a total population of approximately 28,000 people. 
It is, essentially, an industrial city in which approximately 6,393 are 
employed in 9 factories manufacturing such products as sewing 
machine needles, latch knitting machine needles, surgical needles, anti- 
friction bearings, machine nuts, screws and other specialty products, 
bicycle parts, brass products, roller skates, fishing rods, woolen goods, 
foundry products, gaskets, timing devices, and air- -impellant devices 
or fans. 

The first 10 times I mentioned, Mr. Chairman, are the products of 
my company. My company curre ntly employs 3,000 people or 
roughly 50 percent of the city’s entire industrial population. 

Background of the problem: Mr. Chairman, I want to emphasize 
the point that our position of opposition to the tariff and trade policies 
which would be extended by H. R. 10368, is not a stand that we have 
taken hastily, nor without long experience with the country’s tariff 
and trade policies. 

From 1934, the vear that the original Reciprocal Trade Agreements 
Act was enacted, until the early 1950’s, the major world trading 
nations were occupied with preparations for war; actual engagement in 
warfare; or, in vast rehabilitation work. 

And after the restoration of those foreign industrial centers was 
completed, the total productive capacity of those cities abroad were 
largely concerned with satisfying their own home consumption needs. 

As those local consumer demands began to be caught up with, 
however, foreign manufacturers began to turn their attention to other 
markets of the world, and particularly, to the United States market. 

A number of major changes had occurred, however, which tre- 
mendously improved the position of the foreign business interests over 
what was their prewar situation in competing with the United States 
in the United States own marketplace. 

I respectfully suggest, Mr. Chairman and gentlemen, that those 
who advocate the further lowering of American tariff levels, have failed 
to properly evaluate the significance and the impact of those changes: 

Among the changes to which I am referring are: 

The greatly accelerated speed with which foreign manufacturers, 
due to the strides made in airfreight transportation, have been enabled 
to Lannea United States producers in delivery matters. 

The advantage that the United States had over its foreign com- 
paiies in modern production techniques and equipment has long 
since vanished. 

Since World War II, we have poured, and we are still pouring, 
billions of dollars of our tax money into the rebuilding of foreign 
industrial centers. In addition to the money, we gave the newest 
of machinery, our most advanced technological advice, and even the 
blueprints of our products. 
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It is not uncommon to find plants abroad, so new, as to not have 
a single piece of equipment that is more than a few years old. United 
States employers and employees who were asked, or required, to bring 
about that wonderful rehabilitation, cannot match such modernity 
of facilities. 

Since 1948, approximately 8,000 specialists, engineers and_tech- 
nicians, members of forei gn production teams, have covered the United 
States, studying and copying our production ways and means. Japan, 
for example, sent 60 production teams and plans to send 39 more. 

Great Britain sent 66 teams. Germany sent about 100 teams. 
France sent more than 300, and Spain and Italy each sent 50 teams. 

More than 7,000 United States firms, laboratories, and schools 
have agreed to show these visitors from abroad how to be our equals 
as business competitors. 

While matching our production techniques, our foreign competi- 
tors have not been obliged to come even close to matching our produc- 
tion costs. 

Each year, throughout nearly the entire 24-year history of the 
Reciprocal Trade Agreements Act, most United States industries 
have granted substantial direct, and indirect, wage increases. 

The average foreign employer is not likely to pay in total wages, 
what his United States c ompetitor employer is paying in fringe benefits 
alone. 

Surely it needs no proving that with all other factors relatively 
equal, the manufacturer who enjoys a labor cost advantage over his 
competitor (to say nothing of the additional raw materials cost 
advantage) of anywhere from $1.50 per hour to possibly $3 per hour, 
will capture the market of the product involved, in an uncomfortably 
short period of time, no matter where in the world that market may 
be located. 

[ would respectfully direct the attention of any who might doubt 
that, to the accelerated exodus to foreign lands which is being made 
by important United States employers. These firms have simply 
found it possible to more cheaply manufacture abroad, and ship their 
products back to this country. 

It is currently estimated that the sale of goods manufactured out- 
side of this country by United States owned or United States controlled 
firms, has jumped to between 30 and 40 billions of dollars annually, 

causing such foreign investments to now account for 13 percent of 
of the United States total cor porate earnings. 

Such an embracing of the “if you can’t beat them, join them’’ 
philosophy, while momentarily profitable, must only hasten the final 
day of reckoning of our economy here at home. Because, as I believe 
the record shows, every such flight abroad, takes its toll in United 
States jobs. 

To the above major changes that have occurred in the position 
of the foreign business agents in the United States market place, as 
against what that position was prior to World War II, there must be 
added this further extraordinary, but little recognized, type of foreign 
aid. 

More than 50 percent of the imports that come into the United 
States now enter duty free. We have reduced our tariff levels since 
1934 by close to 80 percent, with the result that the average United 
States duty on the nonfree list is a mere 6 percent. 
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I would like to make a correction in my statement here. I should 
have said that the average duty is a mere 6 percent. If we include 
just the items on the nonfree list, [ believe the average tariff level is 
12 percent. 

In view of the foregoing cost advantages of our foreign competitors, 
the present United States tariff levels are already far too low to permit 
the United States worker, and the United States employer, to fairly 
meet the challenge from abroad. 

The results: Across the Nation a shocking number of layoffs are 
continuing in scores of our industries. And those who were so quick 
to say that “only the inefficient United States producer will succumb 
to this competition from abroad” are beginning to have some doubts 
as to the wisdom of their statement. 

It is reported that more than 5 million people in the United States 
are unemployed. But this does not begin to tell the whole story. 
Millions more are literally in a layoff status by virtue of the fact that 
they are working substantially less than a full workweek of 40 hours. 

In Connecticut, the general assembly is at this moment convening 
in an extraordinary special session, called by Governor Ribicoff, to 
consider what to do about our State’s nearly 100,000 unemployed. 

In my own city of Torrington, Conn., we have close to 2,000 unem- 
ployed out of a total labor force of about 14,000 people. But here 
again we find that the unemployment statistics do not reveal the true 
picture, because approximately 4,000 factory employees, or nearly 
65 percent of our industrial population, are only working from 24 to 
35 hours per week. 

And they have been laboring under this austerity schedule for many 
months, and in some cases, more than a year. 

We know that to a great extent, this severe decline in our economic 
security is due both directly to the competition we are receiving from 
foreign manufacturers of our products and indirectly to the foreign 
competition being met by other United States manufacturers who 
use our products either to make, or as a component of, their goods. 

Mr. Chairman. and gentlemen, with your permission, I wish to 
include at this point as a part of my testimony what I believe might 
well be an unprecedent demonstration of unanimity of opinion on 
this subject. 

It also provides the basis for my opening statement to the effect 
that, the sentiments I express here in opposition to H. R. 10368, is a 
reflection of the feelings of virtually the entire city of Torrington, 
Conn. 

I refer to the following resolution, Mr. Chairman, which was 
adopted unanimously and emphatically by the board of councilmen 
of the city of Torrington. It states: 

Whereas today’s world conditions reflect rapidly changing patterns of world 
— and a shift in economic and defense predominance to the United States; 
anc 

Whereas an extraordinary growth has occurred in the economic self-determin- 
ism of a great number of nations abroad, which growth has been aided by the 
— by those foreign nations, of a multiplicity of new trade restrictions; 
an 

Whereas our country’s tariffs have been reduced by approximately 75 percent, 
so as to cause the United States to have the least restrictive trade policy of any 
major trading nation of the world; and 

Whereas over the past 20 years this country’s procedures, governing the ad- 


ministration of tariff and trade matters, have become a hopeless jumble, so as to 
make necessary an entirely fresh appraisal; and 
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Whereas the impressing of our present tariff and trade policies, to the detriment 
of the economic well-being of our country, has wrought great harm to thousands 
of United States employers, and to many thousands of their employees; and 

Whereas industries essential to our national defense mobilization potential have 
been weakened through the substantial loss of important segments of their peace- 
time domestic markets, and the concomitant loss of critical employee skills; and 

Whereas reciprocity, the declared objective of the Reciprocal Trade Agreements 
Act of 1934, which is the basis of our present tariff and trade practices, has not 
been achieved; and 

Whereas the uncertainty of United States business conditions generally, and 
the deterioration of Connecticut and Torrington industries in particular, due to 
foreign imports give cause for national concern; and 

Whereas a strong United States is essential to all our foreign policy considera- 
tions, which strength should not be sacrificed for the short range interests of 
others; since it is upon that very strength that almost the entire defense com- 
petence of the free world rests: Now, therefore. be it 

Resolved, That the Board of Councilmen of the City of Torrington, Conn., 
declare itself to be unanimously, and emphatically, opposed to the proposals the 
United States Congress is about to consider on this subject, which proposals 
provide for a 5-year extension of the Trade Agreements Act and the further re- 
duction of tariff duty levels by 5 percent each year, or a 25 percent reduction 
over the 5-year period; and be it further 

Resolved, That said Board of Councilmen declare itself to be equally opposed 
to the continuance of the United States as a member nation of the “General 
Agreement on Tariff and Trade,’ and to any proposal that the United States 
accept membership in the body called “Organization for Trade Cooperation,’’ 
since the primary purpose of the “Organization for Trade Cooperation” is to 
administer the “General Agreement on Tariff and Trade’’ to which much of our 
present economic distress must be directly attributed; and be it further 

Resolved, That said Board of Councilmen make the following specific recom- 
mendations to the United States Congress; 

1. That it take immediate steps toward restoring to itself, its constitutional 
obligation to regulate foreign trade, which regulation in recent vears, has been 
all but completely dictated by the State Department, and other agents of the 
executive branch of our Government; and 

2. That the United States Tariff Commission be ordered to prepare a com- 
prehensive revision of our entire tariff and foreign trade regulatory structure, 
and that that commission be empowered to establish such tariffs and/or import 
quotas as may be necessary to prevent American employers and employees from 
being destroyed by unfair competitive practices of foreign exporters; and 

3. That decisions of the United States Tariff Commission be transmitted to 
Congress for approval or disapproval instead of to the President as is the present 
policy; and 

4. That governmental programs to expand exports be promoted so long as such 
action does not demand other American industries to be subjected to injurious 
import competition as a result of such export trade promotion; and 

5. That the Anti-Dumping Act of 1921 be amended to the extent necessary to 
enable it to be enforced with the effectiveness intended; and be it finally 

Resolved, That this resolution be spread upon the minutes of this meeting of 
the Board of Councilmen of the city of Torrington, Conn., and that a copy of 
this resolution be sent to the Governor of the State of Connecticut, and to each 
member of the United States Senate and House of Representatives from the State 
of Connecticut, and to the President of the United States of America. 

Dated this 6th day of January, 1958, at Torrington, Conn.: 

Attest: 

AntTHoNyY C. GELORMINO, Mayor. 
Auex G. ConstaBLE, City Clerk. 

Mr. Purcetyi. Mr. Chairman, that’resolution was unanimously and 
emphatically adopted by the entire Board of City Councilmen of 
the City of Torrington. It is signed by the mayor and city clerk on 
January 6 of this year. I wish to advise you that in separate actions 
within the past few weeks a resolution identical in composition to 
the above was also unanimously and emphatically endorsed by the 
Republican Town Committee of the City of Torrington; the Demo- 
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cratic Town Committee of the City of Torrington, and by the Board 
of Directors of the Torrington Chamber of Commerce. 

Mr. Chairman, I submit that only an extraordinary reason would 
be likely to cause ‘these major organizations, with their diverse political 
and economic views, to unite in such a course of action. 

And that reason is the drastic drop in our city’s employment 
situation. Less than 6 years ago, in the nine industrial firms | 
mentioned in the beginning of my statement there were employed 
11,203 people. ‘Today those same companies employ only 6,393, a 
reduction of 4 ,810 people, or 36 percent. I think you will agree, Mr. 
Chairman, that we have good cause to be filled with alarm. 

I would like to say parenthetically, Mr. Chairman, that of the 
11,000 people, practically all of them were working overtime and, of 
the 6,000 that are left working, over 4,000 of that 6,000 are working 
only from 24 to 35 hours per week. There is a reduction of 4,810 
people or 36 percent of the force not counting the difference from 
going from overtime to the short time. 

Yesterday, the closing of the Bigelow-Sanford Carpet Co. in 
Thompsonville, was announced. Seven hundred to nine hundred 
employees will be thrown out of work by that closing. I under- 
stand that that factory 2 years ago employed 3,000 to 4, 000 people. 

I do not say that this deplorable condition has been brought about 
entirely by our national tariff and trade policy, but it can no longer 
be denied that the impossible competition we are getting from foreign 
imports is a major cause of our trouble. 

The approval by Congress of H. R. 10368 in its proposed form, will 
cause a further deterioration of a bad situation, and will most cer- 
tainly cause additional punishment to be visited upon an already 
injured people. 

Thank you very much. 

The CuarrmMan. Thank you, sir. 

Are there any questions? 

Mr. Sadlak will inquire, Mr. Purcell. 

Mr. Sapiak. Mr. Chairman, Mr. Purcell, I want to compliment 
you for making this fine statement and for sticking it out throughout 
this Friday in order to make the presentation to the committee. I 
know that the committee will take cognizance of the entire paper that 
you have submitted. 

You have brought attention to something that has not previously 
been emphasized. That is that we have before us a locality which is 
unanimous in noting the serious effect that imports and recession are 
having upon it. It is not a matter that is affecting Republican or 
Democrats, but all of the citizens and all of the industries in a com- 
munity of some 28,000 people. 

You further emphasize that where previously, the employees have 
been working 40 hours a week and that is the minimum workweek, 
that there are a great many people who are working only about 25 
hours a week. I think in our total recession or growing unemploy- 
ment figures that is one item which has certainly not been given its 
fullest emphasis. 

I have made a few notations here but I have no questions other 
than to emphasize the fact of the unanimity of the people of the city 
of Torrington and its organizations and factory workers there being 
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in total agreement with the presentation you have come here to make 
today. I will do my utmost to be helpful. 

Mr. Purceii. Thank you, Mr. Sadlak. 

The Cuarrman. Thank you, Mr. Purcell, for coming to the com- 
mittee and giving us the benefit of your thinking on this subject. 

Mr. Purceyi. Thank you for the permission. 

(The announcement referred to by Mr. Purcell on p. 2114 is as 

hioae 


[The Hartford Courant, March 13, 1958] 
BiceELow Hauts THOMPSONVILLE VELVET OPERATION 


THOMPSONVILLE.—The Bigelow-Sanford Carpet Co. announced Wednesday 
that it will discontinue manufacture of velvet carpet and yarns at its plant here 
March 28. Approximately 700 persons will be made jobless. 

The company said the sales of its products had been sharply affected by the 
importing of carpeting from several European countries and Japan, which under- 
sell the domestic product by substantial margins. 

The company announced last year its velvet operations would be gradually 

pan} : pers gradual) 
discontinued at the Thompsonville plant for relocation at the Bigelow velvet 
mill at Landrum, 8. C. 

This operation is substantially completed and there are presently but 10 
velvet looms in operation here. 

“The acceleration of this closing date has become necessary because of develop- 
ments in the national economy and the necessity for the company to concentrate 
as Many production activities as possible in its most efficient mills,” the announce- 
ment said. 


Indications are the closing of the scheduled mill programs plus other personnel 
adjustments will drop the present work force of approximately 1,600 production, 
office, and management personnel, to 900 by the end of the month. 

Two years ago, the company had a work force of 3,200. 

The closing of the yarn and velvet departments will leave in operation at the 
plant, the Jacquard and Axminster weave shops, and finishing, engineering and 
research departments. 

The CuarrMAN. Our next witness is Mr. John G. Lerch. Although 
we quite well recall your other appearances before the committee, 
Mr. Lerch, for the purposes of this record, will you identify yourself 
by giving your name, address, and the capacity in which you appear? 


STATEMENT OF JOHN G. LERCH, NEW YORK CITY 


Mr. Lercu. My name is John G. Lerch, of the firm of Lamb & 
Lerch, 25 Broadway, New York City. I am an attorney specializing 
in the practice of customs law. I am appearing today in opposition 
to the enactment of H. R. 10368 on behalf of the following clients. 


American Manufacturers of Thermostatic Containers 

The Candle Manufacturers Association 

Collapsible Tub Manufacturers Association 

The Industrial Wire Cloth Institute 

The National Building Granite Quarries Association 

The Rubber Footwear Division of the Rubber Manufacturers Asso- 
ciation 

The Toy Manufacturers of the U.S. A., Ine. 

The Twisted Jute Packing and Oakum Institute 

United States Potters Association 

The American Manufacturers of Toy Balloons 

Manufacturers of Cotton Velveteens 

Tuna Research Foundation 
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Reviewing the alleged accomplishments of the Trade Agreements 
program over its period of operation, we come up with the fact that 
some rates that were 90 percent in the Act of 1930 are now as low as 
22% percent; rates that were 75 percent are now as low as 24% percent, 
and rates that were as low as 20 percent are now 5 percent ad valorem. 

I have selected the foregoing three examples as being indicative of 
what has happened to the range of tariff rates found necessary in 
1930 to protect the industries involved. In the quarter of a century 
that has followed, practically every economic factor in the United 
States has moved upward, whereas foreign labor and material costs 
have remained reasonably static, or in some cases diminished. Thus, 
the breach between domestic and foreign costs has widened; protec- 
tion of American industry has been consistently narrowed. 

During the existence of the trade agreement policy, Congress has 
recognized some of the fallacies of the program and_ its effect. on 
American industries, and American economy, by restoration of the 
provisions of section 516 (h) of the Tariff Act ‘of 1930, which permits 
an American manufacturer to challenge in our courts the rate applied 
by the Collector of Customs, and by the enactment of the so-called 
“escape clause,’ in subsection 7 of section 350 of the Tariff Act of 
1930, as amended. 

Congress has not yet brought itself to reinstate section 336 of the 
Tariff Act of 1930, ‘‘the flexible tariff provision,’ which was sus- 
pended as to all rates reduced under the Trade Agreements Act of 
1934. Prior to 1934, section 336 provided American industry with 
a medium through which it could assure itself of reasonable tariff 
protection against unfair foreign competition. 

Although I have read much of the writings of economists, and self- 
appointed economists, on the idealistic benefits of free trade on the 
overall economy of the United States, I have yet to find a logical 
explanation of how the introduction of foreign merchandise into a 
competitive market in the United States, with its attending results 
in unemployment and impairment of capital, benefits the overall 
economy of the United States. 

Nor have I found any explanation of why we should permit the 
introduction of foreign merchandise into our markets at a price which 
is less than it costs the American manufacturer to produce it. 

Our statute books are replete with laws that govern merchandise 
entering into interstate commerce, such as unfair practices, monopoly, 
and other provisions governing competition between American pro- 
ducers. By the operation of the Trade Agreements Act, in effect, all 
of these measures are ignored in actual practice, if not officially. 

Where can there be any logical reason for permitting a foreign 
producer to introduce into the competitive markets of the United 
States a product which can be sold for less than the bare costs of 
material and labor of a competitive domestically produced article? 

The purpose of many United States statutes is to prohibit just such 
practices between domestic producers in the markets of the United 
States. Why, then, permit vendors of imported merchandise to cir- 
cumvent these very statutes? 

From the above illustrations, we submit that Congress should 
adhere to its policy of 1930, which was intended to insure the bringing 
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of foreign merchandise into the United States at not less than the cost 
of production of competitive merchandise produced in the United 
States. 

This can be prevented only by an act of Congress, so stating, or by 
reinstatement of the ‘flexible tariff,” section 336 of the Tariff Act of 
1930. 

The Trade Agreements policy was originally enacted in 1934. Its 
extension is now before this Committee. It may be helpful to pause 
long enough to examine the intent of Congress in framing the original 
Trade Agreements Act; it appears in section 350 (a). Succinctly out- 
lined the intent of the Congress was stated to have been: 

Expanding foreign markets for the products of the United States. 

Assisting in the “present”? emergency in restoring the American standard of 
Iving. 

Overcoming domestic unemployment and the ‘‘present’”’ economic depression. 

Increasing the purchasing power of the American public. 

Establishment and maintenance of a better relationship among various branches 
of American agriculture, industry, mining and commerce. 


Regulation of the admission of foreign goods into the United States in accord- 
ance with the characteristics and needs of various branches of American production 
so that foreign markets will be made available to those branches of American 
production which require and are capable of developing such outlets. 

___ Affording corresponding marketing opportunities for foreign products in the 
United States. 

This was 24 years ago. In the meantime, under the operation of 
this law, the then existing tariff rates, averaging approximately 50 
percent ad valor em, have “been reduced to what is now an approxi- 
mate average of 12 percent ad valorem. 

No one can challenge the zeal with which the agencies charged 
with the administration of this act have applied its provisions. 

Reexamining the intent of Congress, as above outlined, and 
applying its various aspects to the economy of today as we know it, 
one might readily question the practicality of reenacting an act of 
Congress designed to accomplish those results. 

After 24 years of the operation of the present act, we find ourselves 
in the same position that gave rise, according to the stated intent of 
Congress, to the enactment of the original Trade Agreements Act. 
It would seem to follow as a logical conclusion that in a quarter of a 
century of its application, if the stated purposes of the act have not 
been realized no miracle can be anticipated during the proposed 
period of its extension which will accomplish those results. 

[ appeared in opposition to the enactment of the Trade Agreements 
Act in 1934 and have appeared in opposition to each of its extensions 
since that date. In my original appearance, I called attention to the 
unconstitutional delegation of power by the Congress to the Executive. 

In each of my subsequent appearances, I have repeated my views 
on the unfettered discretionary power delegated to the President by 
the Congress, which our Constitution reserves solely to the Congress 
of the United States. 

After years of effort, we have perfected an appeal to our Federal 
courts to test the constitutionality of this act. This appeal is now 
pending in the United States Customs Court, Star-Kist Foods, Inc. v. 
The United States, protest No. 258737-K. 

This case has been tried, briefed by the plaintiff, and is awaiting a 
reply brief by the United States. A decision on the merits of this 
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issue is expected in the near future. We give this as one more reason 
why the terms of the present act should not be extended at this time. 

Again, we propose the inquiry, if remedial legislation is in order to 
stem the tide of our receding economy, might not a more deliberate 
study on the part of Congress bring forth a more effective medium? 
At least one that would come within the powers expressly delegated 
to the Congress by our Constitution? 

In the course of the present hearings, there have been proposed 
various methods for the administration of the Trade Agreements Act 
in the event of its extension. 

One of the proposals is to give to the Tariff Commission, under 
certain conditions, the right to transfer commodities from the free 
list to the dutiable list and from the dutiable list to the free list. 

As I have pointed out, the right to levy taxes is, by our Constitu- 
tion, reserved to the Congress. When Congress enacted the free list 
of the Tariff Act, it enumerated those commodities which were not 
to be taxed. The placement of these commodities on the dutiable 
list by the Executive is effectually levying a tax. 

In other testimony of the proponents of the bill, constant reference 
has been made to the fact that Department of Commerce statistics 
show imports for the year of 1957 as $13 billion, whereas exports in 
1957, are reputed to have amounted to $19.5 billion. Secretary 
Weeks commented upon the fact that the export figure represented 
6 percent of the Nation’s output. 

The use of the foregoing figures in this connection, we believe, is 
misleading. In summary report FT 900—E, dated December 1957, 
and released on February 10, 1958, by the Secretary’s Department of 
Commerce, the following appears in a footnote of that report: 

Export statistics include Government as well as nongovernment shipments to 
foreign countries. The export statistics, therefore, include mutual security 
program military aid, mutual security program economic aid, and Department of 
the Army civilian supply shipments. Separate figures for mutual security 


program military aid (including Direct Forces Support/Consumables and Con- 
struction) are shown in Table 1. 


Another footnote on the same report states: 


The value for exports is the selling price (or cost, if not sold) including inland 
freight, insurance, and other charges to the place of export. 

Obviously, these figures are used to show the comparative benefit 
or injury that may accrue from the stated volume of exports and 
imports. 

May I call to your attention that the import statistics in summary 
report FT 900-—E represent bare costs at the point of shipment to the 
United States; wholly exclusive of ocean freight, insurance, United 
States import duties, and the cost of clearing the merchandise through 
United States customs. If the import statistics were to be adjusted to 
represent the value at the point where they enter competition with 
American-made merchandise, the $13 billion figure would be adjusted 
materially upward. 

In comparison with American standards, it is common knowledge 
that the great bulk of foreign-made goods are produced with low-cost 
material, and with wages that would not even approach United States 
minimum-wage-law standards. 

Prior to enactment of the Trade Agreements Act of 1934, the 
standard of tariff protection recognized by section 336 of the Tariff 
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Act of 1930, was a tariff which would equalize the cost of production 
here and abroad. 

If this standard were adopted as the basis of statistical information, 
instead of the foreign invoice price the $13 billion figure would be 
.further adjusted to a point where it is reasonable to believe it would 
approach if not equal the $19.5 billion export figure. 

To the uninitiated, the export figure conveys the idea of products 
produced for the purpose of entering foreign trade. Mutual security 
program military aid, economic aid, Army civilian shipments, and 
similar items now included in our figures would still be with us whether 
or not we have a trade agreements act. 

As I have tried to point out here, we feel there is no logical justifi- 
cation for extension of the Trade Agreements Act. 

However, if it is found expedient, in the judgment of the Congress, 
to extend this bill for 1 or more years, we strongly recommend that 
the bill be amended to incorporate the provisions of a bill introduced 
by Mr. Simpson of Pennsylvania into the 1st session of the 83d 
Congress, H. R. 4294. 

This bill provides for a revamping of the congressional factfinding 
agency, the United States Tariff Commission—the removal of the 
discretionary power of the President over escape clause findings— 
and various other features that would go a long way toward making 
the delegation of legislative authority by Congress come within the 
constitutional powers of Congress. 

I have read with great interest the comments of various Members 
of the House of Representatives in the proceedings on the floor of the 
House, on Monday, February 24, 1958, appearing at pages 2290-2304 
of the ( ‘ongressional Record of that day (vol. 104, No. 28). 

I believe the views and the arguments there set forth comprise as 
able a brief as can be written against the extension of the Trade 
Agreements Act. I commend them to your careful consideration. 

‘T wish that my time would permit me to enlarge upon and pinpoint 
the arguments there made—as to the unconstitutional delegation of 
discretionary power to the Executive, the policy of the Executive in 
ignoring, or failing to administer, the acts of Congress, but above all, 
the policy of free “trade economists in our Department of State with 
respect to robbing Peter to pay Paul. 

It is axiomatic that when vou reduce the tariff protection afforded 
an existing industry (Peter) to encourage the exports of another 
industry (Paul), you are robbing Peter to pay Paul. 

This occurs every time the State Department economists reduce a 
rate in a trade agreement. But this is not all. In the few instances 
where the State Department economists have allowed the escape 
clause to function, it has immediately published schedules of other 
commodities upon which reductions are offered for negotiation in 
compensation for any increases made. 

So sacred has become a concession made in a trade agreement that 
even where Congress has exercised its Constitutional obligation by 
enacting a remedial statute, compensatory reductions on other com- 
modities have been offered and effected. I am unable to find a single 
provision of the Trade Agreements Act of 1934, or any of the acts ex- 
tending it, that contemplates such action, much less requires it. 

The following are examples of discretion run wild: 
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On August 8, 1955, the President disregarded the recommendations 
of the United States Tariff Commission under an escape clause action 
and proclaimed a niggardly increase in the rate on certain types of 
imported bicycles. 

Subsequently, the Interdepartmental Committee on Trade Agree- 
ments gave notice of intention to negotiate under article XIX of 
GATT, in the following language: 

Notice is also given of intention to negotiate under article XIX of the general 
agreement regarding compensation to contracting parties to the agreement that 
have a substantial interest, as exporters, for the recent escape clause action by the 
United States increasing the duty on bicycles, should such negotiations be found 
appropriate. Accordingly, some of the items in the annexed list may be considered 


for possible compensation for this action of the United States (Treasury Decision 
53906). 


On July 8, 1954, Public Law 479 of the 83d Congress was enacted by 
Congress and approved by the President, setting forth its intended 
application of paragraph 1530 (e) of the Tariff Act of 1930 to rubber- 
soled footwear. 

This was a corrective measure defining the intent of Congress, with 
no alteration of tariff duties. However, we find the following in a 
release by the State Department, dated November 12, 1954, covering 
proposed negotiations with GATT: 

Notice is also given of intention to negotiate settlement of several outstanding 
problems arising out of various actions by the United States. Negotiations are 
contemplated looking to such modification of trade agreement obligations as may 
be necessary in view of the enactment of Public Law 479 of the 83d Congress 
relating to certain rubber-soled shoes and Public Law 689 of the 83d Congress 
relating to certain prepared fish. 

In addition the United States modified its concession on figs, fresh, dried, or in 
brine, as a result of an escape clause action. Finally, the United States did not 
find it possible to carry out obligations negotiated with Uruguay with respect to 
certain meat products. Among the possible outcomes of these negotiations, might 
be a granting of such concessions on some items in the annexed list as may be 
necessary to compensate for the above actions of the United States. 

I submit that the above illustrations clearly show a determination 
on the part of the State Department and the Executive to take from 
Congress, under the alleged authority of the Trade Agreements Act, 
its constitutional obligation “to lay and collect taxes, duties, imports 
and excises * * *” (art. I, see. 8, United States Constitution). 

To sum up and reiterate what has already been said herein, we feel 
there is no logical justification for the proposed extension of the 
Trade Agreements Act. 

I want to make just one more short statement. This morning Mr. 
Simpson raised a question that it is perfectly legal and lawful and 
laudatory to accept voluntary quotas whereas, C ongress cannot do 
such a thing. I want to say that I conduc ted an escape clause action 
on cotton velveteens before the Tariff Commission. 

We were one of those with the unanimous recommendation to the 
President. It was sent to the President and, as a result, we got an 
invitation to see Secretary Weeks. We went over to the Department 
of Commerce. We talked to the Under Secretary and we were told 
that there would be no action on the recommendation of the Tariff 
Commission and asked to withdraw the bill which we had pending 
before Congress for relief, that all of the matters concerned therein 
would be amply taken care of by the voluntary textile agreement 
entered into between Japan and the United States. 
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That is the state of the escape clause action. 

Thank you, gentlemen. 

Mr. Kine (presiding). Does that complete your statement, Mr. 
Lerch? 

Mr. Lercu. Yes, thank you. 

Mr. Kiva. Are there questions? 

Mr. Simpson will inquire. 

Mr. Simpson. Mr. Lerch, I am aware of the policy on the part of 
our Government in those few instances where for some reason or 
another we give what is termed “relief”? to some products under 
escape clause provisions or otherwise to immediately agree to make a 
bargain to compensate the country which might be aggrieved because 
we have changed the terms of the reciprocal trade agreement, and it 
is that situation to which you refer in the latter part of your statement. 
is it not? 

Mr. Lercn. That is right. 

Mr. Srmpson. My question is this: In the many instances when 
the foreign countries, after making an alleged reciprocal agreement, 
change their policy either by devaluing their money, by imposing 
quotas or requiring licenses and in other ways, is it the custom of 
our Government to demand compensatory action on the part of the 
other Government? 

Mr. Lercn. I never heard of such and might I just add to your 
question, when you said that it is the policy of the Government to 
compensate the aggrieved nation, it goes even further than that. 

In the case of our rubber-soled footware, we did not compensate 
Japan, but several other countries came in and asked for reductions 
by way of compensation. 

Mr. Simpson. Now this, as I understand it, brings in the question 
of GATT versus the reciprocal trade program. 

Mr. Lercu. That was done through GATT. 

Mr. Stmpson. Addressing myself for the moment to the Reciprocal 
Trade Act, is there anything in that act which requires compensatory 
measures? 

Mr. Lercu. As I stated in my presentation, I have been unable to 
find one single clause in the Trade Agreements Act or any of its 
extensions that would even suggest that, much less require it. 

Mr. Stimpson. Then the question of the validity of GATT itself 
arises and that has never been legislatively decided, has it? 

Mr. Lercu. No. On the contrary, in your extention of the Trade 
Agreements Act, you have refrained from legalizing that. 

“Mr. Simpson. This question I recognize cannot be answered. 
Then, where is the authority for these compensatory payments? 

Mr. Lercu. I hope with the action that I have pending in court 
to show that there is none. 

Mr. Stimpson. Have you any opinion on the reason why the adminis- 
tration seeks this new type of authority when in fact, they have not 
exhausted all the authority that they have today with reference to 
authority to cut rates further? 

Mr. Lercu. I do not know personally, but I assume that it is that 
control that they want to keep, to negotiate on what, God only knows. 

Mr. Srtmpson. But by simply renewing the act and permitting the 
authority to remain with the President w hich he has today there would 
be authority in many fields excepting where it has all be exhausted. 
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Mr. Lercu. True, but obviously, you have to extend the act to 
permit them to further negotiate. 

Mr. Simpson. And in the area where it has all been exhausted there 
may be some of these very critical industries which are coming before 
us and I assume that the new authority could be sought to cut right 
in those areas. 

Mr. Lercnu. There is no question about it in my mind. 

Mr. Simpson. So, unless the Congress does something specifically 
in this law to provide relief for these many industries which have come 
before us and before the Federal Tariff Commission and made a case, 
unless the Congress does something specifically to indicate a desire 
to aid those industries, I think it would be a proper inference that they 
are not to be aided. 

Mr. Lercu. I agree with you, Mr. Simpson. Not only that, but 
that to my mind is the only reason for extending this act at all and 
that would be to perfect a remedy which would permit that. 

Mr. Simpson. Well, this clearly then, is the position that I was 
pointing up that, if we extend the act without providing the relief, 
every industry which complains today might expect as a matter of 
congressional policy, approval of what had taken place in the past and 
might expect with respect to the future, something worse. 

Mr. Lercn. That is right. 

Mr. Simpson. So that quite clearly as I see it the ball is in our 
hands either to indicate that we are by affirmative action of Congress, 
going to help industry which comes before us or throw our hands up 
in effect, and say, ‘‘You have nothing to expect in the future but more 
of the same which has been so highly unsatisfactory.”’ 

Mr. Lercu. I would say that that is obvious. 

Mr. Simpson. Thank you very much, sir. 

Mr. Kina. Mr. Sadlak? 

Mr. Sapiak. Unavoidably, there must be a great deal of repetition 
of testimony that has been presented to this committee since we have 
been holding hearings commencing on February 17, but in my opinion, 
Mr. Lerch has emphasized one facet of these agreements which has not 
previously been brought to the attention of the committee so vividly 
as it has been brought to the committee this afternoon: 

Namely, in the instances where we do give some relief our negotiators 
immediately follow it up to state to the country that acceded to the 
help given a United States industry that at the first opportunity, 
this benefit or relief we have accorded to the industry which had 
been injured or threatened with serious injury will be overcome in 
another agreement. 

Mr. LeRcH. May I just enlarge on that for a second? 

Mr. Saptak. Go ahead. 

Mr. LERCH. It is not as simple as it sounds because when we offer 
to negotiate with GATT, we throw it in the hopper, so to speak. We 
list those things that we are willing to negotiate on. It is not with 
the country that claims to be hurt. It is, as I said, thrown in the 
hopper and any other country can come in and demand concessions 
although they were not interested in the original concession that was 
made. 

Mr. Sapuak. In the instances when you have a successful prosecu- 
tion of the matters before the Tariff Commission and they find injury 
and then it goes to the Executive to make disposition of the case, 
where the defendant finds that there has been action and the defendant 
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agrees with the findings of the Tariff Commission, in order to forestall 
a mandatory quota which has been shown to be the proper relief that 
ought to be granted, the Executive accepts the self-imposed penalty 
of the defendant. 

Therefore, after the procedures that have been set up for relief 
have been prosecuted before the Tariff Commission, a fine case has 
been made and the Tariff Commission has found injury to the industry 
and its workers, it goes down to the White House for further action 
on it; and we have had a number of instances—one of which the 
gentleman has mentioned, the velveteen in which he has participated 
and the most recent one the stainless steel flatware—where we permit 
the culprit, so to speak, to impose the penalty rather than a decision on 
the finding by the one who in the final analysis should make that 
determination and imposing a quota or relief measure. 

Mr. Lercu. I am sorry, Mr. Sadlak, that I have personally expe- 
rienced that absurdity. 

Mr. Sapuak. Mr. Chairman, I have no other questions but I would 
ask for unanimous consent to have included in the record following 
the testimony of Mr. Harry Purcell who appeared just before Mr. 
Lerch, an excerpt from the Hartford, Conn., Courant of Thursday, 
March 13, 1958 with the caption, “Bigelow Halts Thompsonville 
Velvet Operation,” stating that 700 persons will be made jobless 
at the plant at Thompsonville, Conn., on March 28th. 

Mr. Kine. Without objection, it is so ordered. 

Mr. Reed? 

Mr. Reep. I just want to congratulate you on your fine clear, 
logical statement just as you always make when you appear before 
the committee. 

Mr. Lercu. Thank you. 

Mr. Kina. Mr. Jenkins? 

Mr. Jenkins. Mr. Chairman, I want to make this observation: I 
think it is generally recognized that Mr. Lerch is one of the experts 
on taxation, especially this taxation which we have been considering 
here for seve sed weeks. 

I wonder if we would be asking too much of you, Mr. Lerch, to 
submit to us from your wealth of experience and information your 
recommendation of this situation. 

Mr. Lercu. I would be very glad to, if you so desire. 

Mr. Jenkins. I ask that he be permitted to do so. 

Mr. Kina. That may be done. 

Mr. Kina. Mr. Simpson wishes to inquire. 

Mr. Stmpson. There has been a subject coming up, in my imagina- 
tion perhaps, but it has to do with these so-called compensatory 
payments. Number one, it arises under GATT. For the moment I 
will assume that we do have to comply with and give these compen- 
satory payments. 

What would be your conclusion under those circumstances, if we 
had a voluntary agreement made on the part of the country which 
ships to us? Would you suggest in that instance that we would have 
to compensate that country because it curtailed its rights to export 
into our country and did it, so-called, voluntarily, even though you and 
1 know it is done at the behest of our Department of Commerce? 

Mr. Lercu. Not at all. As a matter of fact, it works in the oppo- 
site direction. When we are shipping too much abroad as has been 
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brought out today, they adopt every means under the sun not only 
to keep from compensating us but to put restrictions against our im- 
ports if they are hurt. 

Mr. Simpson. With respect to oil, when we set up a block here in 
this country and say that the oil may not come in or may come in in 
reduced quantity and we call that a voluntary agreement, do you think 
that if a country were a member of GATT and had been shipping to us 
and found its shipments curtailed as the result of a voluntary agree- 
ment here among the industrial giants that we would have to compen- 
sate those countries on that account? 

Mr. Lercu. Not at all. In my experience of some nearly 40 years 
in this business, the only way you could ever enforce a voluntary agree- 
ment is to make it legal here because it is a very simple thing. 

Let us take Japan, because it is a very easy country to manipulate. 
They have a voluntary quota on velveteen, since we have spoken of 
that. They can ship Japanese-made velveteen over to Hong Kong, 
reinvoice it—they do not even have to repack it—relabel it and ship 
it to this country and it does not come within the voluntary quota 
because it is a product of a British possession; and that was our 
experience in every voluntary quota I ever knew up to this quota on 
velveteen which, up to now, they have actually lived up to. I don’t 
know why. 

Mr. Simpson. We are a country that likes to live by law and that 
is why we have the Congress and that is why we have the Ways and 
Means Committee and why gentlemen like yourself appear in front of 
the committee and testify. 

You want certainty and not the question of voluntary decisions, 
particularly when it is made by force. 

Mr. Lercu. I agree with all of that, but I would like to ask you if 
we are all that we said we are, why we are in GATT. 

Mr. Simpson. You have asked me that question. We are in it 
because some people do not agree with you and with me that the law 
denies or that Congress never intended that our negotiators should 
enter into that type of agreement. 

Mr. Lercu. Exactly. 

Mr. Stupson. Thank you. 

Mr. Kina. I wish to ask unanimous consent to have the statement 
of the California Fish Canners Association made part of the record at 
this point. 

(The statement referred to is as follows:) 


STATEMENT OF CALIFORNIA Fish Canners Association, Inc., on H. R. 10368 


The California Fish Canners Association and its division, the Tuna Research 
Foundation, is opposed to enactment by the Congress of H. R. 10368, which seeks 
to extend the Reciprocal Trade Agreements Act for an additional 5 years and 
grants new tariff cutting powers to the President of the United States, for the 
following reasons: 

1. We are advised by counsel that the basic Reciprocal Trade Agreements Act 
of 1934 and all subsequent reciprocal trade agreements legislation is unconsti- 
tutional in that Congress does not possess the authority to delegate to the executive 
branch of the Federal Government its constitutional obligation and power to 
“lay and collect taxes, duties, imports, and excises.”’ 

A test of the constitutionality of this legislation is now being adjudicated by 
the Customs Court as an initial and required procedure in seeking a ruling by the 
Supreme Court of the United States. This action was instituted by a member 
of the California Fish Canners Association. 
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2. The United States tuna industry has had a most unsatisfactory experience 
with respect to reciprocal trade agreements legislation not only through the 
administration of that legislation, but also because it served as the avenue through 
which the executive department usurped the authority of Congress to regulate 
this Nation’s foreign commerce through adherence to the General Agreement on 
Tariff and Trade (GATT). A brief résumé of that experience is revealing. 

It started during the war year of 1943 when our State Department negotiated 
two bilateral trade agreements—one with Mexico, which produced virtually no 
canned tuna; the other with Iceland, which did not then and does not now, catch 
tuna, process it, or consume it. The first of these trade agreements—that with 
Mexico—reduced the tariff on tuna canned in oil from a rate of 45 percent ad 
valorem to 22% percent, the maximum permitted by the reciprocal trade agree- 
ments legislation. 

This country then was at war with Japan, the chief exporter of tuna canned in 
oil to the United States, more than half our tuna clipper fleet had been conscripted 
by the Navy to serve as auxiliary vessels, and the wartime demand for high 
protein food far exceeded our ability to meet it. 

With the conelusion of the war and the rehabilitation of Japanese tuna fleets 
and shore installations, exports of canned tuna were resumed, only now at half 
the tariff rate previously levied. In June 1950 Mexico abrogated this trade 
agreement for reasons other than the canned tuna trade and the tariff returned to 
its 45 percent level as a result, but effective 6 months later. During this period, 
mports of canned tuna from Japan flooded into this country in such quantities 
as to completely demoralize the market and plunge the domestic industry into 
a depression from which it took 2 years to recover. 

And now comes the real villain of the piece in the form of the second of the two 
aforementioned trade agreements—that with Iceland. This placed tuna canned 
in substances other than oil in a basket category and reduced the rate of duty from 
25 percent ad valorem to 12% percent. This gave the Japanese producer the 
loophole he was seeking through our most-favored-nation policy, and he soon 
diverted his production from tuna canned in oil to the same tuna canned only in 
water and salt—or brine. Now his rate of duty became 12% percent ad valorem 
instead of the 45 percent previously levied. As a result, imports of canned tuna 
from Japan climbed to 1,500,000 cases per year from the 5-vear prewar average 
of 337,000 cases. This was accomplished through price cutting and underselling 
made possible by this tariff reduction. 

A prime case, one would say, for the operation of the escape clause provision of 
the Reciprocal Trade Agreements Act, and an action to invoke the escape clause 
was started promptly before the United States Tariff Commission. A 3-to-2 
decision denied relief on the basis, of all things, that the imported product of 
tuna canned in brine was not competitive with the domestic product of tuna 
canned in oil because it was sold at a substantially lower price level, which was 
made possible largely through the very reduction in duty. 

The efforts of the domestic canned tuna industry then were directed through 
Government channels toward securing an import quota on canned tuna. We 
were met at everv turn with the statement that nothing could be done because 
a quota would violate our international commitments to the GATT not to impose 
import quotas. 

These commitments, made by the Department of State without authorization 
by the Congress, though in effect since January 1, 1948, have never been submitted 
to Congress for ratification. 

Where escape-clause action failed and pleas for a quantitative limitation on 
imports of canned tuna fell on deaf ears, we importuned the State Department 
and President Harry S. Truman to cancel that portion of the Icelandic Trade 
Agreement which was found applicable to tuna canned in brine. This, we felt, 
was an entirely logical request. The trade agreement was bilateral and since 
Iceland had not the faintest interest in tariff concessions on tuna canned in 
brine, there could be no repercussions there. The mumbo-jumbo of bureau- 
cratic language finally convinced us of little hope in this direction. 

Then came the high point in a long record of complete indifference to the 
problems of a basic domestic industry. With the domestic tuna canning industry 
in one of the most critical periods in its history, with canner inventories stacked 
up at 50 percent greater than any previous period, with the fishing fleets tied up 
at the docks—their holds full of tuna and no unloadnig date in sight—with red 
ink splattered on balance sheets from one end of the industry to the other, the 
State Department negotiated in June of 1955 a trade agreement with Japan 
reducing the tariff on tuna canned in oil from 45 percent ad valorem to 35 percent. 
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Also, in an inspired moment, it bound the duty on tuna canned in brine at 12% 
ercent ad valorem with a limitation that rendered it inconsistent with the 
celandic Trade Agreement covering the same item. This, of course, meant a 

renegotiation of the Icelandic Trade Agreement, not on the basis originally 

requested by us to afford some measure of protection, but rather to strip us fur- 
ther of our ability to meet the growing flood of canned tuna imports. 

After negotiation with Iceland, canned tuna was withdrawn from the Icelandic 
trade agreement leaving the trade agreement with Japan as a final word with 
respect to tariffs on canned tuna. By Presidential proclamation canned tuna in 
brine could be imported into the United States at a rate of 12)4 percent ad valorem 
on an amount equal to 20 percent of the previous year’s domestic production of 
canned tunainany form. This was an open invitation to the Japanese to increase 
their share of the American market on canned tuna from 12 or 13 percent to a full 
20 percent. Import statistics indicate that in 1957 this goal was almost reached 
and the largest quantity of tuna canned in brine in the history of the industry 
was imported into the United States. It was marketed in this country in concen- 
trated areas at prices at which the American producer could not compete and at 
prices which brought the American producers’ margins to the vanishing level. 

The reciprocal trade agreements program of itself has been most injurious 
to the American tuna canner and the American tuna fisherman. The pressure on 
prices of low priced Japanese tuna canned in brine has so reduced the price an 
American canner can pay for the raw tuna caught by the American flag vessels 
i and American crews that the tuna fleets of this country are in_ serious 
financial difficulties. Further tariff cutting authority contained in H. R. 10368 
would further aggravate the present extremely critical condition. The use of the 
e reciprocal trade agreements program as the avenue through which our executive 

department adhered to the GATT has virtually closed the means of securing equi- 

table and needed relief. We refer to the prohibition in the GATT to the estab, 
lishment of import quotas. Japanese ability to produce low cost canned tuna- 
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+h together with their disorderly marketing practices, make it virtually impossible 
7 to regulate the volume of imports of canned tuna by tariffs. A quota regulation, 
tf if permitted, would allow imports as a stated percentage of domestic consumption, 


and as total consumption of canned tuna grew, the increase would be shared with 
the Japanese by the American industry. 

Our experience with Reciprocal Trade Agreements legislation has been all bad. 
We must, therefore, oppose as vigorously as possible the enactment of H. R. 10368 
and any similar legislation which does not restore to Congress its constitutional 
authority to enunciate and conduct the foreign trade policy of the United States. 

Respectfully submitted. 

Cuas. R. Carry, Executive Director. 


Mr. Kine. Thank you, Mr. Lerch, for again giving the committee 
your views. 
(The following letters were submitted to the committee:) 


THe RuBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., March 7, 1958. 
Subject: H. R. 10368, Trade Agreements Act of 1958 
The Honorable WiLtBurR D. MILts, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Derar ConGRESSMAN: The American manufacturers of rubber footwear who 
comprise the footwear division of the Rubber Manufacturers Association, Inc., 
have directed me to inform your committee that they are most vigorously opposed 
to the enactment of H. R. 10368, known as the Trade Agreements Act of 1958. 
They urge, as they have in the past, that the so-called reciprocal trade program be 
abandoned, and that Congress take back its authority over foreign trade. 

Our members have not asked to be heard personally during public hearings on 
H. R. 10,368, but our tariff counsel, Mr. John G. Lerch, will be speaking for the 
rubber footwear manufacturers, as well as other interests, when he makes his 
scheduled appearance before your committee. Mr. Lerch will treat largely with 
the legal and technical aspects of the proposed legislation. 

We urge that your committee give full consideration to the harmful effects of 
the trade agreements program on many domestic industries. We have not re- 
quested permission to come before you at this time because we could do little 
more than repeat the arguments we have made before your committee many times 
in the past. The bill now before you does not differ substantially from previous 
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bills enacted to extend the Trade Agreements Act, as far as it affects domestic 
industries which are in competition with low-wage foreign producers. We have 
stated our position, at earlier public hearings before your committee, in opposing 
legislation to extend the Trade Agreements Act and to legitimatize the Organiza- 
tion for Trade Cooperation. We respectfully request that you include our earlier 
testimony in the record by reference, particularly the testimony appearing in the 
record of: 

Public hearings on H. R. 1 (January 17 to February 7, 1955) beginning on page 
2107; 

Public hearings on ‘‘The Operations of the Trade Agreements Act and the 
Proposed International Trade Organization’ (April 15 to May 9, 1947) beginning 
on page 406, and, 

Public hearings on H. R. 5550 (March 1 to 16, 1956) beginning on page 866. 

Respectfully submitted. 

C. P. McFapprEn, Chairman. 


Members of the Rubber Footwear Division, The Rubber Manufacturers Asso- 
ciation, Inc.: 
Bata Shoe Co., Inc., Beleamp, Md. 
Bristol Manufacturing Co., Bristol, R. I. 
Cambridge Rubber Co., Cambridge, Mass. 
Converse Rubber Co., Malden, Mass. 
Endicott Johnson Corp., Johnson City, N. Y. 
Goodyear Footwear Corp., Providence, R. I. 
Goodyear Rubber Co., Middletown, Conn. 
B. F. Goodrich Footwear & Flooring Co., Watertown, Mass. 
LaCrosse Rubber Mills Co., LaCrosse, Wis. 
Mishawaka Rubber & Woolen Manufacturing Co., Mishawaka, Ind. 
Servus Rubber Co., Rock Island, III. 
Tingley Rubber Corp., Rahway, N. J. 
Tyer Rubber Co., Andover, Mass. 


U. 8. Rubber Co., New York, N. Y. 





THe Century Tire & RupBEeR Export Co. 
Akron, Ohio, March 11, 1958. 
Hon. WiiBer D. MILLs, 
Chairman, Committee on Ways and Means Committee, 
1102 New House Office Building, Washington, D. C. 


DerAR CHAIRMAN Miuuis: We would like to take this opportunity to offer our 
‘opinions and suggestions, for your vaiued consideration, in view of the importance 
of the proposed Trade Agreements Extension Act 1958 which is coming up for 
extension consideration. 

It seems to us that several important facts should be stressed to appreciate the 
full benefits offered to us by the proposed Trade Agreements Extension Act 1958. 

1. It will reduce the dependence of the foreign countries on continued aid from 
our Government, and put the responsibility on our businessmen by encouraging 
business investments. 

2. Bring our imports up to a level near our exports—this will then make more 
dollars available for the further purchase of our goods abroad and create a healthy 
situation to promote the increase of world standard of living as well as create 
increased sales for American products abroad. 

3. Increase the production of our manufacturers, because of the increased 
demand for our goods when dollars are available in the foreign countries. 

t. It will give the President power to lower the tariffs on imported goods and 
create more jobs here as well as overseas, thus reducing the financial burden on 
our Government. It will also enable those manufacturers who are dependent 
upon imported raw materials to reduce their costs and furnish the United States 
publie the same product at a reduced price. 

5. The 5-year extension is necessary to give our Government the leeway for 
bargaining which will be forthcoming during the next 5 years with underdeveloped 
countries as well as the European economic community. 

We would like to emphasize further that we support the bill ‘‘in toto”? and know 
that your consideration of the above points will help you to look to the future 
and support the program which will do the most good for the most people, rather 
than buckle under to the selfish views of a few protectionists who are only looking 
after their own welfare rather than that of the great majority. 
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As you will note, we are exporters whose livelihood is dependent upon the 
availability of dollars overseas to buy our products—we are only one of over 
2,000 such combination export managers, but we know that this will only help us 
indirectly by promoting the imports, which other firms are bringing in. Your 
whole-hearted support is indeed welcomed by all men who are thinking of the 
future of not only our country, but of the world. It is up to our Government, 
as leaders of the free world, to have the most liberal policy—s»o other countries 
ean be shown the advantages of our democratic system and will follow. 

Sincerely yours, 
J. D. Srratron, Sales Manager. 


The CHarrMan. Our next witness is Mr. Tyre Taylor. 


STATEMENT BY TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. Taytor. On June 12, 1934, President Roosevelt signed the first 
Trade Agreements Act. Like the Gold Reserve Act which became 
law a few months earlier, the Trade Agreements Act was regarded as 
an emergency measure. It was never thought of or intended—at 
least in those days—as an instrument of normal trade policy. As 
Cordell Hull, then Secretary of State and author and chief advocate 
of the bill explained to a Congressional Committee— 


The bill—H. R. 8687—frankly proposes an emergency remedy for emergency 
conditions. 


And again: 


With respect to this opposing view (that the bill should not be passed), it is 
my judgment that extraordinary conditions call for extraordinary methods of 
treatment, and that the proposed measure of relief is urgently needed at this 
time. 

Looking back over it, it is doubtful whether any period of time in 
all human history has seen more far-reaching, revolutionary change 
than has characterized the 24 years that have elapsed since this bill 
first became law. 

We recovered from the great depression. 

We fought and won World War II. 

(And if I may add here, we recovered from the great depression not 
because of the Trade Agreements Act but because of the war and its 
enormous and insatiable demand upon our economy and resources.) 

We harnessed the atom. 

We experienced the greatest and most prolonged economic boom 
in our entire history—again not as a result of the Trade Agreements 
Act but because of pentup demand and accumulated purchasing power 
growing out of war scarcities. 

We changed our political orientation of a century and a half from 
nationalism to extreme internationalism, and handed out some $65 
billion in postwar aid to our friends and former and present enemies. 

We found ourselves engaged in a cold war with the Communist 
world and a hot war in Korea. 

A totally new set of power relationships came into being. It was 
during this period that the British, French, and Dutch empires dis- 
integrated and disappeared, and America became the unwilling leader 
of the free world. 

Beginning with Korea, we engaged in a massive defense buildup 
which, under the threat of Communist aggression, is still in progress. 
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The dollar declined in purchasing power by one-half—from 100 
cents to 50 cents. 

The Soviets beat us to outer space with their earth satellites, but 
we were hard on their heels. 

Such, in brief, are some of the developments during the momentous 
near-quarter of a century that has gone by since the first trade agree- 
ments bill was signed into law. 

The problems, emergencies, and crises crowding upon us today bear 
little if any resemblance to the ‘‘emergency”’ envisaged by Mr. Hull. 

For this general reason if for no other, the council deems it in the 
highest degree appropriate and necessary that a thoroughgoing review 
of the entire trade agreements program and concept should take place. 
We need to determine whether this 1934 program is fundamentally 
sound; whether it is suited to the new conditions of a changed world; 
and whether it really serves America’s best interests as a nation. 
But there are other and more specific reasons why such a review 
should be undertaken as I shall now attempt to demonstrate. 


I 


America is a free-enterprise, capitalist nation. In order to continue 
to operate and remain solvent, industry in a free-enterprise capitalist 
nation must recover the cost of the goods it makes and sells, plus a 
reasonable profit. 

Several things go to make up the cost of any given commodity. 
Interest on the original investment is one. Raw materials is another. 
Labor-management is another. Transportation is another. And there 
are others—insurance, for example—of relatively less importance than 
those named. These are the things which, added together, are the 
cost of any manufactured product, whether it be textiles, plywood, 
pottery, or what have you. 

Now, with these inescapable facts in mind, let’s take a look at an 
import-vulnerable Southern industry which finds itself in serious 
trouble. I refer to the cotton textile industry, and I would not imply 
that imports are solely responsible for the difficulties in which this 
industry finds itself. There are, of course, other factors to blame, 
but that low-cost raw material and low-wage cost of foreign competi- 
tion is a major one is not difficult to demonstrate. Let’s look first 
at the cost of raw cotton which, in the case of the cotton textile 
industry, accounts for 54 to 55 percent of the total costs. 

In this country, the price of cotton is artificially supported at a 
level approximately 20 percent above the world price. Thus, cotton 
for which the domestic manufacturer would have to pay 34 to 35 
cents a pound has been selling in the world market for 28 cents. In 
Japan, which is our chief foreign competitor, a mill can buy a bale of 
American Middling inch cotton for (on an average) $30 less than the 
United States mill would have to pay for the same grade and staple. 
This differential would be reduced approximately one-fourth to one- 
half cent per pound by transportion costs, leaving the net advantage 
enjoyed by the Japanese manufacturers over their American com- 
petitors, $27.50 per bale. 

The other major advantage enjoyed by the Japanese manufac- 
turers is found in the cost of labor. There the cost of textile-mill 
labor, including fringe benefits, is approximately 13.7 percent of what 
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it is here—or about 20.5 cents an hour there against an average of 
$1.50 here. Moreover—and as in the case of raw materials—the 
minimum cost of labor here is regulated by statute—the Fair Labor 
Standards Act. In the manufacture of cotton textiles, labor costs 
account for approximately 25 to 27 percent of total costs. 

So adding the two together—material costs and labor costs—the 
Japanese manufacturer enjoys a net cost advantage over the United 
States manufacturer of approximately 5 cents per yard—the actual 
figures being United States 17.70 cents and Japan 12.72. This 
amounts to about 20 cents for each pound of cotton reshipped to the 
United States as cloth and sold at United States prices. In other 
words—and including all tariff (2.20 cents per yard average) and 
transportation costs—the Japanese manufacturer can sell his cloth 
in the United States and still make a profit at 2% cents (average) less 
than the cost, without any profit, of the American manufacturer. 

One answer sometimes heard to this problem is that American mills 
are more modern and efficient than the Japanese mills and hence can 
operate at a lower unit cost. It is a fact that the Japanese industry 
has been largely rebuilt since 1950 and its machinery is now as modern 
and efficient as any in the world. However, to be entirely on the safe 
side, it was assumed in the cost figures given above that Japanese 
millworkers are only 50 percent as efficient as their American counter- 
parts. ; 

In order to be entirely fair, one other factor should be mentioned. 
This is the voluntary quota system under which Japan has undertaken 
to restrict her cotton textile exports to this country to 235 million 
yards a year. Another purpose of this voluntary quota arrangement 
is to spread out Japanese exports so that no single branch of the Ameri- 
can industry would find itself virtually driven out of the market, as 
occurred in the case of velveteens and ginghams. We understand 
that this voluntary quota system is working fairly well and that the 
situation improved last year. However, it should also be pointed 
out that we have no such arrangements with any other country, all 
of which benefit in varying degrees from lower material and labor 
costs. 

As a result of these and other factors, the American cotton textile 
industry has been declining for a number of years. This decline is 
revealed most dramatically in the falling off of the number of workers 
employed. Thus, in May 1957 the Textile Workers Union of America 
reported to Congress that employment in the textile industry decreased 
more than 300,000 in the past 6 years and “at least 445 large mills 
have been liquidated.” 

What I have said about the cotton textile industry is true—only in 
lesser degree—of a long list of other import-vulnerable domestic 
industries, including chemicals, lead, plywood, pottery, glassware, ete. 


IT 


But, it is said, the Trade Agreements Act is an integral part of our 
foreign policy and program, which is to open up the domestic market 
to our friends. Otherwise, it is said, they will start trading with the 
Communist bloc. This policy is also accompanied by the hope—and 
so far it is little more than a hope—that our friends will open up their 
markets to us and thereby make possible true reciprocal or two-way 
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trade. Moreover, the Secretary of Commerce stated to you the other 
day that 4.5 million jobs are directly dependent upon foreign trade. 

Through all this run two ideas—or assumptions—which we find 
deeply disturbing. 

One is that American manufacturers can and will meet foreign 
competition and can and will overcome whatever restrictions that are 
imposed against us by building plants in foreign countries, and 
indeed this is already occurring. In effect, this of course represents 
the export of American capital, manufacturing facilities, and jobs. 

A corollary to this assumption was expressed by Mr. Edgar M. 
Queeny, of the Mansanto Chemical Co., when he testified on exten- 
tion of the act in 1955. After recalling that the American organic 
chemical industry had largely develope .d since World War I and with 
the aid of adequate tariff protection, Mr. Queeny said that Montanto 
would not go out of business if the bill passed. Rather, he said— 

The character of our business will change—and our country will suffer. We 
would not research and build new plants for new products which we know in 
advance can be duplicated abroad and imported into this country at prices which 
would make our production unprofitable. We would concentrate on products 
which can be produced in volume and which have cheap, indigenous raw materials. 
We would place greater emphasis on our foreign plants and perhaps establish new 
ones. 

The other thought we find disturbing is that the textile and other 
American industries are expendable in the interests of foreign policy, 
and this idea is frequently coupled with the assertion that the Gov- 
ernment should subsidize industries that are injured by the trade 
agreements program. While there is a certain plausibility in the 
argument that foreign policy is conducted for the benefit of all the 
people, and hence its cost should not be saddled off on particular 
industries, the suggested remedy in this case is, we submit, infinitely 
worse than the disease. For what the Government subsidizes it 
also—of necessity—controls, and if such a plan were ever adopted, 
it would mark the beginning of the end of free, competitive enterprise 
as we have known it. 

Accordingly, the council reeommends— 

An immediate and thoroughgoing review of the whole trade 
agreements program and concept to determine whether this program 
and concept really serve America’s best interests as a Nation. We 
should not continue to accept rigidly and blindly the philosophy of 
this program as high policy dogma. 

2. If it passes that test, in situations such as now prevail in the 
case of many industries, where adequate protection cannot be afforded 
through upward adjustments under the trade agreements program, 
fair and reasonable import quotas should be established. 

Elimination of the General Agreement on Tariffs and Trade 
(GATT) from tariffmaking and defeat the proposal to have the 
United States join the Organization for Trade Cooperation (OTC). 
We feel that in this connection and in connection with the trade 
agreements program generally, effective control should be restored to 
ee 

Reject the idea of Government subsidies for domestic industries 
injured iy the trade agreements program. 

The CHatrmMan. Thank you, Mr. Taylor, for coming here and giv- 
ing us your views. 
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Mr. Tayxior. Thank you, Mr. Chairman. 
The Cuarrman. We will now hear from our colleague, Hon. John 
L. MeMillan, of South Carolina. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE JOHN L. McMILLAN OF 
SOUTH CAROLINA 


Mr. MecMinian. Mr. Chairman and members of the Ways and 
Means Committee, I want to take this opportunity to thank each and 
every member of your great committee for granting the plywood 
industry and the Members of Congress who represent ‘districts where 
plywood manufactories are located, permission to present our views 
on this important subject. 

I have five large plywood manufactories located in my district in 
South Carolina, and for a number of years they were doing a thriving 
business and employing a large number of employees in these factories. 
However, during the past 2 years since our country has been permit- 
ting plywood to be impor ted into this country from cheap labor coun- 
tries in direct competition with our own plyw ood industry, we have 
a sick industry on our hands. The 5 manufactories in my district have 
been operating only 1 and 2 days each week during the past year and 
have lost the majority of the profit they made during the past 10 years. 

I would like to state that if the members of your committee would 
check the percentage of plywood that has been imported into this 
country during the past few years in comparison with the importation 
of this product into the United States in previous years, you would 
find that it has increased approximately 6,000 percent. We all know 
that the domestic consumption of plywood in this country has in- 
creased steadily during the past 10 years; however, the 151 plants 
located in the 22 States have not felt the benefit of this increase in 
consumption of plywood products. Only 7 years ago the United 
States supplied approximately 93 percent of the plywood used in the 
United States; however, at the present time our local industries are 
producing approximately only 48 percent of the plywood utilized in 
our country which shows that the plywood that is being imported 
from foreign countries is just about to wreck one of the greatest in- 
dustries we have in the United States. 

We were all willing and anxious to assist our foreign neighbors and 
friends in rebuilding their economy immediately after World War II; 
however, I certainly feel that we have gone far beyond our obligation 
in assisting these countries when we finance these countries with 
funds from our own taxpayers to assist them in building up industries 
in direct competition with our industries here in the United States. 
I certainly believe in foreign trade and would subscribe to trading 
with all the countries, but not to the extent that we would wreck our 
own economy. I am certain we do not expect any other country to 
permit us to dump any goods we may have to sell into their economy 
in direct competition with their industries to the extent that it would 
destroy their local industries. We believe in competition and, of 
course, expect this country to import some plywood, textiles, and 
all other types of goods, but not to the extent that we would destroy 
our own industries. 

I know that the plywood industry has representatives here who 
can do a better job of presenting their case than I could possibly give 
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you in any statement I could make; however, I wanted your com- 
mittee to know that the plywood industry in my State and the United 
States is about to be destroyed, and it seems that the only chance 
they have of securing any assistance is through action of your com- 
mittee and the Congress of the United States. I don’t believe that 

we can ever expect any relief from the executive department as long 
as they make secret agreements with foreign countries and the people 
who are affected do not have an opportunity to express their views 
on this and many other subjects. 

Recently my colleague, Congressman Dorn, of South Carolina, in- 
troduced H. R. 11250, which embodies a comprehensive change in the 
trade agreement structure. I have given this bill some study and it 
has a great deal of merit. I am certainly of the opinion that if this 
bill could be enacted into law, it would provide remedies for many of 
the inequities resulting from the administration of the present act. 
This bill would provide a means for the Plywood Industry, the Textile 
Industry and other industries affected in the same manner from the 
unfair competition of imports. I certainly want to go on record as 
approving H. R. 11250, and hope that your Committee will give it 
your sympathetic and careful study. 

Again, I want to thank your great Committee for giving me an 
opportunity to present a statement as to the conditions existing in 
the Plywood Industry located in South Carolina. We have approxi- 
mately 32 Members of Congress who have introduced bills on this 
subject, and approximately 22 Senators who have also introduced 
bills for the relief of the Plywood Industry. 

The CHarrmMan. Are there any questions? 

Thank you for giving us your views. 

We will now adjourn until 10 o’clock Monday mornin 

(Whereupon, at 5:20 p. m., the hearing in the above-entitled 
matter was recessed, to reconvene at 10 a. m., Monday, March 17, 
1958.) 








RENEWAL OF TRADE AGREEMENTS ACT 





MONDAY, MARCH 17, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 
The committee met, at 10 o’clock a. m., pursuant to recess, in the 
committee room, New House Office Building, Hon. Wilbur D. Mills 
(chairman of the committee) presiding. 
The CuarrMan. The committee will please come to order. 
Our first witness this morning is the Honorable Cleveland M. 
Bailey. 
Please come forward, Mr. Bailey. 
For the purpose of the record, Mr. Bailey is a Member of Congress 
representing the Third Congressional District in West Virginia. 
Mr. Bailey, you are recognized. 


STATEMENT OF REPRESENTATIVE CLEVELAND M. BAILEY, OF 
WEST VIRGINIA 


Mr. Bamtny. Mr. Chairman and gentlemen of the committee, for 
the purpose of the record, I am Congressman Cleveland M. Bailey, 
of the Third West Virginia District. 

It shall not be my purpose to discuss the merits and demerits of the 
proposal to extend our Reciprocal Trade Agreements Act. 

I would much prefer to discuss the possibility of a meeting of minds 
on the wording of the legislation that can be reported by this com- 
mittee more in line with the wishes and the thinking of the Members of 
Congress. 

In this way, we can avoid gag rule legislation that is sure to bring 
on a bitter floor battle. 

Before proceeding to the details of my suggested basis of agreement, 
I feel that I would be remiss in my duty as a Member of Congress if 
I failed to remind you, Mr. Chairman, and the distinguished members 
of the committee, that the present time, with a sagging national 
economy and 6 million men and women unemployed, is not the time 
to even seriously consider extending our Trade Act for another 5 
years with authority to further reduce import duties by 25 percent 
and in doing so make idle an additional million American workers. 

This year, 1958, is an election year. It is not rational thinking 
that the Congressmen and Senators are going to vote added billions 
for foreign economic aid and then have to go back home in November 
and explain to the voters how and why he voted for a trade extension 
act that lowered the import duties on foreign made goods, produced on 
low-wage standards, and forced our domestic producers to lay off 
American workers. 
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Mr. Chairman, I wish to set forth the principal reasons for my 
opposition to H. R. 10368 and my advocacy of legislation that will 
bring Congress back to its rightful position in controlling our foreign 
trade through tariffs and quotas. 

Seven years ago, I was interested in providing our industries and 
their work force with a remedy against imports that came in at prices 
too low for our producers to meet. 

I refer, of course, to the so-called escape clause to the Reciprocal 
Trade Agreements Act which was enacted in 1951. 

We have in the past 25 years imposed many obligations on our 
industries designed to raise the standard of living of our workers and 
to put money in their pockets to buy the increased flow of goods that 
we were capable of producing. 

These obligations, in the - of minimum wages, shorter hours, 
social security and collective bargaining, raised the costs of produc- 
tion and, in many instances, made our producers more vulnerable to 
import competition. 

he Government, in seeking to improve the lot of our farmers, also 
raised the prices of food and many raw materials by subsidies. 

On top of that, the high national debt that resulted from the war 
led to higher taxation, which, in turn, added to production costs. 

In 1951, the Congress adopted the escape clause as an amendment 
to the trade agreements legislation, and it was hoped that this would 
provide a remedy against serious injury from imports. 

Applications could be made to the Tariff Commission for redress 
of injury by increasing the tariff or imposing import quotas. 

The Tariff Commission, however, after making its findings, sent 
recommendations to the President. 

I do not have to tell you what happened to the succession of recom- 
mendations that the Commission sent to the White House. The 
President looked to the State Department and other executive de- 
partments for advice on the disposition to be made of these recom- 
mendations. 

The Secretary of State, Mr. Dulles, in testifying before this com- 
mittee, made it quite clear that the Department would, in virtually 
all cases, advise rejection of the Tariff Commission’s recommenda- 
tions. Only his own interference now and then would overrule his 
own Department’s position. 

The result has been that since 1951 the President has in 7 instances 
refused to follow the Tariff Commission in 7 unanimous recommen- 
dations. To date, he has actually promulgated only 9 cases out of 27 
sent to him by the Commission. Most of these were cases of small 
commercial importance, and in most of these nine, the President did 
not accept the Tariff Commission’s recommendations and modified 
them as he saw fit. 

In no instance has the President accepted a Commission recom- 
mendation to impose import quotas on industrial products. Three 
such recommendations were sent to him, and he turned all of them 
down. 

He did this even though Congress specifically authorized the Com- 
mission to use quotas if it regarded them as necessary to prevent or 
remedy the injury it had found. 

It became clear that the President paid little attention to the Tariff 
Commission and, therefore, to Congress. Congress might as well not 
have bothered to legislate. 
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As matters stand under escape clause practice the authority of 
Congress disappears as soon as the Tariff Commission sends its 
recommendations to the White House. 

The President’s advisers obtain new evidence on considerations 
that the Tariff Commission does not take into account and that indeed 
Congress in the law does not instruct the Commission to consider. 

These are considerations of international diplomacy, the assumed 
national welfare as ranged against the welfare of an industry and 
other matters, such as other competition that the industry may face 
at home. 

These outside considerations have been used by the President for 
one purpose only, and that has been to reject the recommendations. 

In some cases, the President has even overridden the judgment of 
the commission on the facts that it did consider. The welfare of 
domestic industry has been subordinated to what the State Depart- 
ment has regarded as inconvenient in its conduct of foreign relations. 

Yet, it must be clear that in legislating as it did Congress intended 
to provide domestic industry with a remedy against injury from im- 
ports as measured by criteria that were set forth in the leer. 

Every President since 1934, moreover, has repeatedly stated that 
domestic industries were not to be seriously injured. Platforms of 
both political parties in recent years have said the same thing. 

The President’s actions have been at odds with both the avowals 
made by themselves and the platforms as adopted in national con- 
vention by each party. 

Something is clearly wrong when such glaring inconsistencies have 
developed in the actual administration of the escape clause. 

It is realization of this fact and the increasing complaints from 
industries and their workers that I, together with other members, 
have introduced legislation designed to restore the power of Congress 
over tariffs and trade. 

There is nothing obscure about what has to be done in order to 
accomplish this. After successive amendments to the escape clause 
to make it more effective, it has become clear that no legislation will 
be of any avail so long as the Presidential veto power over Tariff 
Commission recommendations continues. 

What is necessary to correct this nullification by the President 
not only of Tariff Commission findings, but of the President’s own 
professions and the stated policy of the two parties is to revoke the 
President’s veto power. 

Therefore, the Congress should have the final word on Tariff Com- 
mission recommendations. 

This does not mean that no account should be taken of certain 
serious considerations that would endanger vital international 
relations. 

The President and the Secretary of State have access to Congress 
at any and all times. If either, or both, feel deeply concerned by 
serious ill effects that would follow proclamation of Tariff Commis- 
sion recommendations, they can lay their case before the appropriate 
committees of Congress under full assurance of a hearing. 

They should experience little difficulty in convincing Congress if 
they have a convincing case and not mere misgivings or mere reluct- 
ance to help a domestic industry on the basis of free trade philosophy. 

There is little doubt that State Department objections to acceptance 
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of Tariff Commission recommendations arise in many cases from the 
mere fact that many of the economists and trade experts of the Depart- 
ment are steeped in free-trade dogma. It is easy to wrap such a 
philosophy in the colors of the national interest and international 
harmony. 

Here we encounter a direct conflict in constitutional principles. 
The system permits the substitution of the economic philosophy of the 
executive bureaucrats for the policy laid down by Congress and the 
overriding of the policymaking arm of the Government in a field 
where the Constitution is very clear. The bureaucrats do not go be- 
fore the electorate and are able to hold to policies that may have been 
rejected by the voters. 

The system is, therefore, wrong. 

It is not as if the Tariff Commission itself were lax. Actually, the 
Commission has rejected more cases under the escape clause than it 
has approved. 

In any case, the President himself appoints the commissioners and, 
therefore, exercises a tremendous influence that needs no enhance- 
ment by delivering the Commission’s decisions to nonelective officials 
who in turn take their cue from executive policy. 

Mr. Chairman. it seems to me that Congress has been very patient. 
It has seen its expression of policy set forth in amendments to the Trade 
Agreements Act ignored by the executive branch year after year. 

It should now perform the surgery necessary to restore the proper 
balance. 

While the President has been stubborn in his overriding of the 
Tariff Commission in tariff recommendations, he has been adamant 
in his rejection of import quota recommendations. He has set his 
will directly at odds with that of Congress. 

This, again, is a case where he has taken his cue from the economists 
who do not believe in import quotas. He has refused to entertain 
Commission recommendations to mapese import quotas on industrial 
products even though it is clear that a tariff increase would not 
remedy the injury. 

Let me interject at this point to explain one case in particular 
which was rejected by the President 2 months ago. 

I refer now to the case of the seven industries in the United States 
manufacturing spring clothespins. Here the decision of the Tariff 
Commission was unaminous that they impose a quota limitation on 
the amount of clothespins being imported from Sweden, Denmark, 
and 1 or 2 other small European nations. 

The President set aside the findings of the Tariff Commission and 
increased the import duty. 

At the time the Tariff Commission made its findings it was possible 
for the Swedish and Danish importers of clothespins to undersell us 
approximately 40 cents a gross—that is 144 dozen—on the wharf at 
New York. 

What the President did was to increase the import duty 10 cents 
on each gross. They can still undersell us 30 cents. What was the 
result? The largest clothespin manufacturing plant in the United 
States, located at Richwood, in my district, closed its doors on the 
31st of January, 15 days after the President’s decision, for the simple 
reason that adjusting the import duty will not solve that situation. 

It is a case where the only thing to do to protect that industry 
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would be to impose an import quota on foreign nations exporting that 
type of clothespins in order to protect the industry. 

There are many such situations, Mr. Chairman, but they are wholly 
ignored by the President because the free trade economists have his 
ear. 

The need for import quotas arises principally from our adherence 
to the unconditional most-favored-nation clause. There are instances 
in which the same tariff rate, applied to the imports from all countries 
are required under the most-favored-nation clause, will not give 
anything remotely resembling equal protection. 

The usual result is to deliver our market to the lowest wage countries 
at the expense of those that have moved to a higher level of wages. 

Gentlemen, you have heard me repeatedly before this committee, 
and > the floor of the House, state my viewpoints. I want to reiterate 
it today. 

There is no desire on my part to destroy the Reciprocal Trade 
Agreements Act. I am interested in drawing greater safeguards 
around American basic industry, particularly some 145 to 150 of the 
small industries that are threatened with extinction if we continue 
to extend our Trade Agreements Act and give the President additional 
authority to cut import duties. 

Now, let me give you an illustration of what I mean by the favored- 
nations clause. That means that all nations, 37 of them, participating 
in the international trade agreement must have the same treatment. 
Let us take an illustration: 

Here in this country the average wage rate paid in pottery industry 
is $1.72 an hour. 

England is paying 52 cents an hour, and Japan 17 cents an hour. 

Under the favored-nations clause we have to treat them all the 
same as we treat Japan, which is the one with the lowest wage level. 

What is the result? There is no inducement for Britain to build 
up her wage levels because she has to meet that competition from 
Japan and it is possible for Japan to export glassware and chinaware 
and a lot of other products into England itself because of the wage 
difference of 17 cents in Japan and 52 cents in Britain. 

So your favored-nation clause puts it to the lowest possible level 
of any one of the countries in the way of wage levels. 

You have heard me say repeatedly that the only way you can 
justify a reciprocal trade operation and a reciprocal trade act is that 
you bring up the level of wages in foreign countries to the point of 
where they will not only receive enough pay to exist, but also have 
money to buy other American products. 

If you cannot do that, it is a one-way street, and we are doing all 
the reciprocating. And that favored-nation clause stops any possi- 
bility of any inducement to go on and build a higher wage standard. 

Back in 1949 I voted for the Marshall plan, and in 1950 I caught 
them building a huge pottery plant at Milan, Italy; they started 
paving 25 cents an hour to their workers in that plant. 

You will recall I went to Europe this summer at the request of 
Speaker Rayburn in place of my good friend the late Gus Kelley to 
the International Trade Conference at Geneva. 

I took the trouble to go down to Rome and stopped off at Milan. 
After 8 years of operation the average wage is only 34 cents in that 
plant in Milan, Italy, and it is $1.72 in this country. 
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All the benefits that have accrued have gone to the producers and 
to our American importers of foreign products rather than to the 
workers. 

They are still paying the same starvation wages in the plants in 
Europe and Japan that they have always paid. 

I say to you once again that the only way you can justify a reciprocal 
trade agreement policy is that those foreign workmen get enough 
pay to buy American products, otherwise, you are just simply putting 
on a show that injures only one individual and that is your American 
workman. 

Since the most-favored-nation clause is deeply embedded in our 
treaties ratified by the Senate, the import quota affords the only 
practical means of dealing with certain well-known situations of import 
competition. 

Mr. Chairman, these great defects of the present system of admin- 
istering the escape clause can themselves be remedied by reestablish- 
ing the supremacy of Congress in a field where its power should not 
have been relinquished in the first place. 

There need be no fear of a stampede to the Tariff Commission if 
this is done; nor to the Congress itself. Predictions of such a stampede 
were made when Congress previously amended the escape clause. 

The escape clause process itself is burdensome to industry and will 
not be abused. Also, as already pointed out, the Tariff Commission 
has no history of lax administration. 

Of one thing we may be sure, and that is if the avenues to relief 
continue to remain as nearly closed as they are now in obedience to 
the free trade philosophy of bureaucrats in the executive branch of the 
Government, Congress itself will be bombarded with more and more 
demands for direct legislation. This will not become necessary if a 
reasonable hope of a remedy will be established by Congress itself. 

Take away the power of the President to overrule the findings of 
the Tariff Commission, and you have also given your answer to fur- 
ther tariff cuts. All that is left is the length of the extension. This 
will be easy to adjust. 

And I would like to call the attention of the members of the com- 
mittee to the legislation which we are proposing and which accom- 
panies the copies of my brief—other changes proposed in the com- 
a measure, merely lay down more definite rules to guide the 

ariff Commission in adjusting import duties and in imposing quota 
legislation. 

Should the committee in its wisdom desire to consider the pro- 
posals I have discussed, I shall be available to give greater detail. 

I urge that this committee heed the sound requests for legislation 
that it has heard for the restoration of its own constitutional function. 

(The legislation referred to by Mr. Bailey follows:) 


[H. R. 10886, 85th Cong., 2d Sess.] 


A BILL To extend the authority of the President to enter into trade agreements under section 350 of 
the Tariff Act of 1930, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Trade Agree- 
ments Extension Act of 1958.” 

Sec. 2. The period during which the President is authorized to enter into foreign 
trade agreements under section 350 of the Tariff Act of 1930, as amended and ex- 
tended, is hereby extended for a further period of one year from June 30, 1958. 
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Src. 3. Section 7 of the Trade Agreements Extension Act of 1951, as amended 
(19 U. 8. C. 1364), is amended to read as follows: 

“Sec. 7. (a) Upon resolution of either House of Congress, upon resolution of 
either the Committee on Finance of the Senate or the Comsnittes on Ways and 
Means of the House of Representatives, upon its own motion, or upon application 
of any interested party, the United States Tariff Commission shall promptly make 
an investigation and make a report thereon not later than six months after the 
application is made to determine whether any product upon which a concession 
has been granted under a trade agreement is, as a result, in whole or in part, of 
the duty or other customs treatment reflecting such concession, being imported 
into the United States in such increased quantities, either actual or relative, as 
to cause or threaten serious injury to the domestic industry producing like or 
directly competitive products. 

In the course of any such investigation, whenever it finds evidence of serious 
injury or threat of serious injury or whenever so directed by resolution of either 
the Committee on Finance of the Senate or the Committee on Ways and Means 
of the House of Representatives, the Tariff Commission shall hold hearings giving 
reasonable public notice thereof and shall afford reasonable opportunity for in- 
terested parties to be present, to produce evidence, and to be heard at such 
hearings. 

Should the Tariff Commission find, as the result of its investigation and hear- 
ings, that a product on which a concession has been granted is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such concession, 
being imported in such increased quantities, either actual or relative, or under 
such conditions, as to cause or threaten serious injury to the domestic industry 
producing like or directly competitive products, it shall recommend to the Con- 
gress the withdrawal or modification of the concession, its suspension in whole 
or in part, or the establishment of import quotas, to the extent and for the time 
necessary to prevent or remedy such injury, provided that any recommended 
increase in the rate of duty shall not exceed by more than 50 per centum the 
rate or its ad valorem equivalent as defined in subsection (f) (2), in effect on July 1, 
1934. 

The Tariff Commission shall immediately make public its findings and recom- 
mendations to the Congress, including any dissenting or separate findings and 
recommendations, and shall cause a summary thereof to be published in the 
Federal Register. 

(b) In arriving at a determination in the foregoing procedure the Tariff Com- 
mission shall take into consideration a downward trend of production, employ- 
ment, prices, profits, or wages in the domestic industry concerned, or a decline 
in sales, an increase in imports, either actual or relative to domestic production, 
a higher or growing inventory, or a decline in the proportion of the domestic 
market supplied by domestic producers. 

Increased imports, either actual or relative, shall be considered as the cause or 
threat of serious injury to the domestic industry producing like or directly com- 
petitive products when the Commission finds that such increased imports have 
contributed substantially toward causing or threatening serious injury to such 
industry. 

(c) As used in this Act, the terms ‘‘domestic industry producing like or directly 
competitive products’? and “domestic industry producing like or directly com- 
petitive articles’? mean that portion or subdivision of the producing organizations 
manufacturing, assembling, processing, extracting, growing or otherwise pro- 
ducing like or directly competitive products or articles in commercial quantities. 
In applying the preceding sentence, the Commission shall (so far as practicable) 
distinguish or separate the operations of the producing organizations involving 
the like or directly competitive products or articles referred to in such sentence 
from the operations of such organizations involving other products or articles. 

(d) If within sixty days after receipt of the Tariff Commission’s recommenda- 
tion by the Congress there shall not have been passed by either of the two Houses 
a resolution rejecting such recommendation, the rate or rates of duty or other 
customs treatment specified therein shall become effective upon the expiration 
of such sixty-day period. 

(e) Should the Tariff Commission make its recommendation when the Con- 
gress is not in session the rate or rates or customs treatment specified in such 
recommendation shall be put into effect provisionally after 30 days from the 
date of the recommendation but shall become finally effective only if within 60 
days after the convening of the next ensuing Congress there shall not have been 
passed by either of the two Houses a resolution rejecting such recommendstioa 
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(f) (1) In determining whether an import quota should be established in com- 
bination with the rate of duty or as an absolute limitation of the imports in lieu 
of an increase in such rate, including the limitation of imports of items on the 
free list, the Commission shall take into account the diversity in levels of competi- 
tion encountered by the domestic product in question from the imports of the 
like or directly competitive products from diverse foreign sources, the inadequacy 
of particular tariff rate to produce substantial equality in such levels of competi- 
tion among the countries of origin of the imported product or products in question, 
and the failure, in the opinion of the Commission, of the highest rate of duty au- 
thorized under this section to provide the remedy contemplated in subsection 
(a) of this section. 

(2) Should the Commission find that the highest rate of duty authorized under 
this section would fulfill the requirements of the remedy contemplated in sub- 
section (a) of this section, it shall either recommend an increase in the rate of duty 
as authorized in subsection (a) without reference to the quantity of imports or it 
shall specify the level or levels of imports in accordance with paragraph (6) of 
this subsection in excess of which the recommended higher rate or rates of duty 
shall take effect. In determining whether the recommended higher rate or rates 
of duty shall be applied to all imports of the product or only to imports of the 
product in excess of specified or ascertainable levels of imports the Commission 
shall be guided by the rule that no restrictions should be imposed on imports 
greater than those necessary in the opinion of the Commission to meet the require- 
ments of subsection (a) of this section. 

(3) Should the Commission find that the highest rate of duty authorized under 
this section would not prevent or remedy the injury as contemplated in subsection 
(a) it shall recommend the establishment of an absolute import quota in accord- 
ance with the provisions of paragraph (6) of this subsection. 

In determining whether such highest rate of duty would remedy the injury as 
contemplated in subsection (a) the Commission may, ia addition to other evidence, 
accept unit values as shown on or calculated from the import invoices (for a 
representative period) as evidence of comparative prices. 

If the spread in prices among the imported products in question is so wide 
that the highest authorized rate of duty would only restrict the imports repre- 
senting the higher unit values but would not substantially restrict the imports 
representing the lower unit values, or if the unit prices of the imported products 
in question as reflected by the invoice values or other pertinent evidence are pre- 
dominantly so far below the normal and representative wholesale prices of the 
domestic producers on the like or directly competitive product that the differential 
would not be substantially bridged by imposition of the highest authorized duty, 
the Commission shall deem the highest authorized rate of duty inadequate to 
prevent or remedy the injury. 

(4) If the rate of duty applicable to the imported product under consideration 
by the Commission is a specific rate, in whole or in part, the specific part thereof 
shall for the purposes of this section be compensated by the increase or decrease 
in the wholesale price level of the like or directly competitive product in the United 
States to bring such rate substantially to its ad valorem equivalent as of the time 
of its enactment by Congress in 1930 or in subsequent legislation, including the 
excise taxes imposed on imported products under the Internal Revenue Code; 
and such ad valorem equivalent shall for purposes of this Act be treated as the 
base rate for such modifications as the Commission may recommend to the 
Congress affecting specific rates. 

(5) Any import quota recommended by the Commission shall be in terms of a 
percentage share of actual domestic consumption of the similar or directly com- 
petitive products, or if this is not ascertainable, apparent domestic consumption 
thereof; and any such quota may be in the form of an annual or seasonal quota 
or for such part of a year as the Commission finds appropriate to the pattern of 
import competition. 

(6) In recommending the imposition of an import quota, whether or not in 
combination with a tariff rate, the Commission shall be guided by the following 
principles and limitations: 

(i) The volume of imports recommended with respect to any product in relation 
to domestic consumption, either in the form of an absolute limitation or as the 
volume in excess of which a specified higher rate of duty is to take effect, shall 
represent such a share of domestic consumption as will justify normal expansion 
of production and employment in the domestic industry without fear of further 
unreasonable encroachment of imports upon the share of the market. The share 
of the domestic consumption supplied by imports shall be computed in terms of 
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physical quantity so far as a common basis of such measure exists; otherwise in 
terms of dollar volume; 

(ii) Such recommended volume shall be at or near the attained level of the 
average imports of the three preceding years, provided the average share of do- 
mestic consumption supplied by imports of the product in question during such 
period did not exceed 15 per centum; but such recommended share may be fixed 
at a level as much as 25 per centum below such 3-year average if imports sup- 
plied from 15 per centum to 30 per centum of domestic consumption during such 
period, but in no case below 1234 per centum of such domestic consumption: 
Provided, That if the 3-year average of imports exceeded 30 per centum but not 
over 50 per centum of domestic consumption during such period, the recom- 
mended share may be fixed at a level as much as 40 per centum below the 3-year 
average but in no case below 22% per centum of such domestic consumption, 
while if the 3-year average of imports exceeded 50 per centum of domestic con- 
sumption during such period, the reduction from such 3-year average may be as 
high as 50 per centum but in no case below 30 per centum of such domestic con- 
sumption. 

(7) Any import quota, whether an absolute or a tariff quota, imposed or modi- 
fied under this Act may be confined to, or subdivided by, class, grade, species, 
measurement, value range, component material, or other well-defined variation 
that differentiates the article concerned from related products. 

(g) If the Commission does not by a majority vote of the Commissioners par- 
ticipating disapprove a proposed recommendation to the Congress as provided 
in this section, such recommendation shall be regarded as the recommendation 
of the commission and shall be transmitted to the Congress as provided in this 
section. Should the commission divide equally in support of two separate rec- 
ommendations, the recommendation supported by the chairman of the commis- 
sion shall be regarded as the recommendation of the commission. Should the 
commission by a majority vote of those participating in any action under this 
section find that no serious injury or threat of such injury exists, it shall make 
no recommendations to the Congress, but shall nevertheless issue a public report 
setting forth the essential facts and the reasons for its finding. 

(h) In order to further the policy and purpose of this section: 

(1) Upon resolution of either the Committee on Finance of the Senate or the 
Committee on Ways and Means of the House of Representatives, upon appli- 
cation of an interested party, or upon his own motion, the Director of the Office 
of Defense Mobilization shall promptly make an investigation to determine 
whether any article is being imported into the United States in such quantities 
as to threaten to impair the national security. If as a result of such investigation 
he finds in the affirmative and has reason to believe that the importation of such 
article threatens to impair the national security, he shall so report to the President 
eae than 3 months after such resolution is passed or such application is 
made. 

(2) If the President agrees that there is reason for such relief, the President 
shall cause an immediate investigation to be made to determine the facts. If 
on the basis of such investigation, and the report to him of the findings and 
recommendations made in connection therewith, the President finds the article 
is being imported into the United States in such quantities as to threaten to 
impair the national security, he shall within 120 days from the date of the report 
made to him by the Director of the Office of Defense Mobilization take such 
action as he deems necessary to adjust the imports of such article to a level that 
will not threaten to impair the national security.’ 


The CuarrmMan. Does that complete your statement, Mr. Bailey? 

Mr. Battey. That does, Mr. Chairman. 

The CuHairMAN. Are there any questions? 

Mr. Simpson will inquire, Mr. Bailey. 

Mr. Stmpson. Mr. Bailey, I know the committee is pleased to have 
you before us today. I am wondering whether you and I bave not lost 
sight of something new that has been added into international trade 
in recent years by which the authority for the act of the Congress 
which should defend industry is almost now the obligation of a foreign 
country so that representatives of our Government suggest to a foreign 
nation that they are taking too much of our market, then the foreign 
country, because they love us, voluntarily agrees that they will not 
ship into our country things to hurt us. 
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Have you heard of these voluntary agreements? 

Mr. Battery. Yes, sir. 

Mr. Simpson. Do you believe they are an answer to this problem? 

Mr. Battery. They are not. The most recent one was the case of 
your stainless steel flatware where the Tariff Commission was definite, 
where the ruling of the Tariff Commission was set aside. The only 
excuse given by the President for overriding the Tariff Commission 
was that they were working out a voluntary agreement with Japan to 
voluntarily reduce their exports of that type of ware to this country. 

There were no facts set forth pertaining to the basis of the Tariff 
Commission’s decision. 

Let me remind you, too, Mr. Simpson, about a year ago the President 
appointed a commission to try to work out an agreement with the 
importers of crude oil. There are about 785,000 barrels of that 
coming in daily. 

This commission came up with recommendations that the importers 
of that crude oil were willing to cut their imports 3,000 barrels a day 
out of 785,000. 

Just a joke, gentlemen; that is all. 

Mr. Srmpson. Mr. Bailey, my point, of course, is in the one instance 
we are referring to, foreign producers voluntarily agreeing, I am sure 
that you agree that that is no protection to the American producer? 

Mr. Battey. It is not. 

Mr. Stmpson. Now, the other mstance has to do with where 
American producers or importers allegedly voluntarily agree that they 
will not import into this country. 

You do not think that that is an answer, I assume, either? 

Mr. Bartey. Would the gentleman state that again? 

Mr. Simpson. You do not believe that American importers by 
agreement solve this problem, either? 

Mr. Battey. I do not believe it; no, sir. 

Mr. Simpson. I believe, and I know you agree, that these matters 
are so vital to our economy that they should be a matter of law and 
not agreement by interested parties. Is that correct? 

Mr. Bartey. That is right. 

It is strange, indeed, Mr. Simpson, that they do not follow their 
own rules and regulations of the international agreement, only when it 
suits them, when they want to placate some group in this country 
with the idea of keeping the opposition to our trade policies divided, 
they work out some kind of scheme and call it a voluntary agreement. 

It is not basically sound and it is certainly not according to the law 
that the act itself provides. 

Mr. Simpson. You have always advocated a return to the Congress 
of such powers as are presumed to have been given away or actually 
given to the executive branch so far as control of our foreign trade 
is concerned? You have always advocated the return of that au- 
thority to Congress. 

Mr. Batiey. That is right, and it would mean this, Mr. Simpson: 
It would refer the findings of the Tariff Commission to the President 
of the Senate, to the Speaker of the House, where they would remain 
on the desk for a period of, say, 60 days; if no Member of Congress 
or Senator offered a House resolution by which he could get a majority 
vote disqualifying the findings of the Tariff Commission, they would 
be effective. 
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That is the democratic way to handle this, Mr. Simpson. 

Mr. Simpson. Is it your contention that, if we do that, and I am 
not, of course, saying that we should not do something else with 
respect to obviously national-defense items—I assume you are not 
either—if we do that, I believe you mean that we then do not need 
to take each item up on an item-by-item basis and impose a quota, 
ourselves? 

Mr. Baruey. No, sir. That would have to be done on the appli- 

cation by industries and proof of injury before the Tariff Commission. 

Mr. Simpson. In the absence of the authority you seek on behalf 
of the Tariff Commission? 

Mr. Battey. The procedure, Mr. Simpson, is carefully laid out in 
this bill. 

Mr. Stmpson. Following your suggested course, the only alternative 
would be to impose quotas on an item-by-item basis, would it not? 

Mr. Baruey. I would not think so, except the hearings before the 
Tariff Commission developed that nothing short of a quota would be 
able to adjust the matter properly, and then they would only impose 
them and they would have to be reported back to the Congress for 
approval. 

Mr. Stmpson. There is at least a chance that the Congress will fail 
to do what the gentleman asks; namely, to make the findings of the 
Tariff Commission final. 

If that is the disposition of the Congress, it does seem to me that 
the only alternative of those of us who oppose the extension of the 
law, as it is today, is to put into the law protective devices on an 
item-by-item basis. 

Mr. Bartey. That is not contemplated in the act that we have 
before you. 

Mr. Stmpson. Certainly the gentleman, in my opinion, rightly puts 
his principal effort into legislation which will make the findings of the 
Tariff Commission final. That is what you want to do? 

Mr. Batuey. In each individual case after hearings and proof of 
injury, but not in all cases. 

Mr. Simpson. I have to recognize that in the past Congress has 
failed to follow the gentlemen’s recommendation. They may fail this 
time. If they do, I suggest that the only thing that we can do then 
is to endeavor to amend the bill by giving relief on a special item-by- 
item basis. 

Mr. Baitey. Well, I am hoping that this committee can find 
grounds on which they can report legislation that will avoid a floor 
fight. If those recommendations cannot be worked out and it comes 
to a matter of a fight on the floor, and comes to a final decision, I am 
for the junking of the whole program, if necessary, to bring relief. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Congressman Bailey, you are a man after my own 
heart. You calla spade a spade, and I like a person of that kind. 

At the top of page 5 you say: 

Every President since 1934, moreover, has repeatedly stated that domestic 
industries were not to be seriously injured. Platforms of both political parties in 
recent years have said the same thing. 

Mr. Barter. This is not a political issue, Mr. Mason. If you will 
recall, in 1955 on the first test vote we took 104 Republicans and 103 
Democrats on the rolleall on the motion to—— 
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Mr. Mason. But in spite of what the Presidents have said, in spite 
of what those platforms have said, industries have been injured, have 
they not? 

Mr. Barxtey. They most certainly have. 

Mr. Mason. So, neither Presidents, all three of them, since then, 
nor political parties, have kept their word, have they? 

Mr. Bartey. Not with the American people. 

Mr. Mason. And it is time for us to do and act in order to require 
or force actions that would prevent our industries from being injured ; 
is that not right? 

Mr. Bat.tey. That is correct. 

Mr. Mason. The only way to do that is to bring the power back to 
the Congress? 

Mr. Batvey. That is correct. 

Mr. Mason. That is all. 

Mr. EBERHARTER (presiding). If there are no further questions, 
thank you, Mr. Bailey, on behalf of the committee. We appreciate 
your appearance. 

Mr. Batiey. Again let me say, Mr. Chairman, that my services 
are available. 

Mr. Esernarter. Any exhibits you have and want to place in the 
record, will you please mention them now so we can put them in the 
record. 

Mr. Reed will inquire. 

Mr. Reep. Mr. Bailey, I have been watching you on the television 
carrying on this fight and I want to congratulate you on your efforts. 

Mr. Battey. Thank you, Mr. Reed. To me it is a matter of jobs 
for American working men and women. 

May I say this as a last thought to the committee: That what 
America needs most today is jobs. They would settle 99 percent of 
our problems right now if every man and woman who wanted to work 
had a job at good wages. That is what I am after. 

Certainly I am not in favor of seeing legislation enacted that might 
result in the loss of a million more American jobs to American 
workmen. 

Mr. Resp. The fact is that word is coming in from all parts of the 
country that many of our industries are being closed down because 
of foreign imports, competition with our labor here. 

Mr. Batuey. Yes, sir. 

It will be my purpose to put hundreds of those in the record prior 
to the time we vote on this legislation. 

Mr. Reep. Thank you, sir. 

Mr. Eseruarter. Thank you again, Mr. Bailey. 

The next witness is Mr. Dawson. 


STATEMENT OF REPRESENTATIVE WILLIAM A. DAWSON, OF 
UTAH 


Mr. Dawson. Mr. Chairman, I appreciate very much the oppor- 
tunity of appearing before this committee and presenting my views 
on an issue which | consider to be one of the most vital that we have 
before the Congress, particularly as it affects my State of Utah. 

I have a prepared statement. I believe the committee has copies 
of it, and I will try to proceed with it, Mr. Chairman. 
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Mr. EseruarterR. Without objection, Mr. Dawson, your entire 
formal statement will appear in the record. You may proceed 
informally as you wish. 

Utah happens to be one of those many areas which has suffered 
the consequences of low-cost foreign competition, particularly mining 
imports. 

But while I intend to be critical of certain aspects of our trade 
program as presently prosecuted, I do not want to create the impres- 
sion that I am opposed to extension of the Trade Agreements Act. 

I have voted, admittedly with some misgivings, for each extension 
of the act during my service in Congress. I sincerely hope the needed 
corrections can be made so I can support it again this year. 

I fully appreciate the necessity of a vigorous exchange of trade with 
the other freedom-loving nations of the world, not only to keep them 
economically healthy but for the benefit of our own economy. 

While the export business is not the factor in Utah that it is in 
many sections of our country, even there foreign markets absorb 
nearly 25 million a year of our manufactured products, according to 
a Commerce Department survey. 

Yet how can I close my eyes to what I have seen when one of our 
trade agreements backfires, bringing a prosperous American industry 
to its knees and throwing its workers into the worried ranks of the 
unemployed? 

The fault which I find with our present trade program lies not so 
much in the mistakes which inevitably must occur—through unfore- 
seen circumstances if not through fallible judgment—as in the reluc- 
tance to rectify those mistakes. 

In short, my criticism lies in the handling of the escape-clause pro- 
ceedings which were written into the Trade Agreements Act for the 
express purpose of rescuing a domestic industry put in jeopardy by a 
too-favorable trade concession. 

To correct this glaring deficiency, I have introduced legislation— 
H. R. 10675—and I urge the members of this committee to give it 
their serious consideration before reporting the extension bill to the 
House. 

Incidentally, this is a bill similar to one I introduced 3 years ago. 

Briefly, my bill would give the President all the additional power 
he seeks to negotiate new trade pacts and to reduce tariffs—in fact, 
my bill incorporates H. R. 10368 without the change of a comma— 
but it also provides that Tariff Commission recommendations in 
escape-clause proceedings would be sent to Congress instead of to 
the President. 

In the absence of a majority vote against these recommendations 
by either House of Congress, the recommendations would go into effect 
in 60 days. 

Three years ago, when the Trade Agreements Act was last up for 
renewal, I sought this same amendment, using the lead and zinc in- 
dustry as an example of why such a change is necessary. Time has 
only strengthened my argument. 

Shortly before, the lead and zine industry had sought escape-clause 
relief and the Tariff Commission had found that excessive imports 
were doing serious injury, requiring an upward adjustment in the 
tariffs. 
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Apparently because of State Department objections, the President 
rejected the Tariff Commission recommendations and chose the alter- 
natives of stockpiling and bartering. 

As this committee well knows, these programs gave only fleeting 
and limited relief. Hat in hand, the lead-zinc industry again is asking 
for escape-clause action, meanwhile having exhausted every other re- 
course and most of its resources. 

Only those mines able to withstand sustained losses are still oper- 
ating. Exploration and long-range development are nostalgic memo- 
ries. Thousands of miners have been thrown out of work and entire 
mining communities are fast withering away. 

I might interject at this point that our copper industry is always 
in a very serious state. I received word just this past week that we 
had over a thousand additional men laid off at the Utah Copper Co. 
in addition to some which had been laid off just a few months before. 
This means unemployment not only in the copper company itself but 
also in the smelters which smelt the ore. They will also lay off a 
comparable number. This is a very serious situation in a State as 
small as ours. 

If the escape clause now is belatedly invoked, the relief must be 
all that the law allows to bring the lead-zine industry back to any 
semblance of its onetime vigor. The measures which might have 
worked 3 years ago would no longer be sufficient. 

The story can be repeated in many industries: Why else would the 
Trade Agreements Act now be in greater jeopardy than at any time 
in its life? And if the act is not improved, we can expect many more 
repetitions, assuming we indeed still have a Trade Agreements Act. 

These are the situations for which the escape clause was designed. 
The amendment I propose would only make workable the safeguard 
which was the intent of Congress. 

I repeat that my amendment does not take away from the President 
any of the power he seeks to negotiate new trade agreements or to 
reduce tariffs. 

It does, however, take away from the President the power to decide 
what action, if any, should be taken after the Tariff Commission 
finds that a trade agreement entered into by the President is injurious 
to domestic industry. 

Objections which I have seen or heard to my proposal boil down 
to the simple fear that the escape clause might be invoked more often. 

This implies one of two premises: Either that the Tariff Commis- 
sion is a lenient “protectionist”? agency, or that the escape clause 
should be considered as nothing more than a palliative to make the 
Trade Agreements Act more acceptable to the American public. 

I will not belabor the latter premise. It is too obvious that if 
this is the argument against strengthening Congress’ hand, the 
escape clause should be stricken from the Tariff Act and the battle 
fought out on that basis. 

The first premise—that the Tariff Commission is in fact a ‘High 
Tariff Commission’’—certainly is greeted with hoots by the indus- 
tries which have come before it. 

Since the escape clause became a part of the Tariff law in 1951, 86 
applications have been filed with the Commission. Six of them were 
withdrawn and five are pending at the present time. 
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Of the remaining 75 cases, the Tariff Commission has recommended 
in favor of escape clause action 23 times, and against, 47 times. 

The other 5 times, the 6-man Commission divided evenly. I 
might mention at this point that my bill contemplates a seven-man 
Commission so that Congress would always be given a definite recom- 
mendation. 

Only 1 time in 3 has the Commission found in favor of the applicant. 
To put that ratio in better perspective, it should be noted that even 
in those cases the Commission has frequently made a very minimum 
recommendation, and that the figures are not padded with whimsical 
applications. Because of the expense and effort involved in an escape- 
clause hearing, coupled with the odds against success, industry does 
not lightly ask for these investigations. 

I do not think a charge can be sustained that the Tariff Commission 
is a tool of the “‘high tariff interests,’’ whoever they may be. 

If, then, an industry can convince the Tariff Commission that it is 
being injured by an agreement negotiated by the President, and if 
we are of good intent in our stated policy of protecting a domestic 
industry from such i injury, that industry should have the right to have 
its case finally det ermined by someone other than the President, who 
is responsible | for the situation in the first place. What other body of 
Government is more qualified to make this final determination than 
Congress, in which the constitutional power to set tariffs rests? 

Mr. Grecory (presiding). Are there any questions? 

Thank you, Mr. Dawson, for your appearance and the information 
given the committee. 

Mr. Reep. I am very glad to congratulate you, sir, on a very fine 
paper. 

Mr. Dawson. Thank you, Mr. Chairman. 

Mr. Grecory. The next witness is Mr. Bronson Trevor. 

Will you come forward please, sir. 


STATEMENT OF BRONSON TREVOR ON BEHALF OF THE AMERI- 


CAN COALITION OF PATRIOTIC SOCIETIES, WASHINGTON, 
D. C. 


Mr. Trevor. The American Coalition of Patriotic Societies at its 
annual convention held on January 30, 1958, by resolution reaffirmed 
its opposition to the reciprocal trade agreements program as expressed 
in a resolution passed at its annual convention held on January 13, 
1955, which reads as follows: 


REGULATION OF FOREIGN COMMERCE 


Whereas the reciprocal trade agreements program represents an unwarranted 
encroachment of the executive branch of our Government upon the legislative 
responsibility conferred upon Congress by the Constitution of the United States, 
and 

Whereas as a result of reduction of tariffs under the reciprocal trade agreements 
program, various industries important to our healthy economy and strong na- 
tional defense have been injured or forced out of business with consequent injury 
and loss of jobs by the American workingman: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies in annual conven- 
tion asse .mbled, urges Congress to allow the 1934 Trade Agreements Act (Reciprocal 
Trade Agreements Act) to expire June 12, 1955, and upon its expiration, the Con- 
gress should resume its constitutional responsibility of regulating foreign com - 
merce through its agent, the Tariff Commission. 
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The growing number of unemployed in the United States should 
cause us to examine with care the legislation to extend the reciprocal 
trade agreements program. Congress has been supplied with much 
evidence, according to U. S. News & World Report for March 7, 
1958, that thousands of American workers have been thrown out of 
employ ment by foreign imports. 

President Eisenhower in his message to Congress has argued that 
these imports were necessary ‘‘* * * to provide foreign nations the 
opportunity to earn the ol to pay for the goods we sell.” 

This argument is so basic to the whole legislation that it is important 
to see the incompleteness of its reasoning because there are other 
ways in which the money can be spent. 

With data obtained from The Economic Almanac, 1958, we find 
that from 1947 through 1956, inclusive, the United States put in 
foreign hands by spending on imports of goods and services, unilateral 
transfers, capital investments abroad, and the purchase of gold, 
about $19 billion more than the world spent on our exports of goods 
and services and on unilateral transfers. 

The $19 billion went to build up foreign balances, on investments 
in this country and in the purchase of gold. Is it any wonder that 
in the 2 years from 1954 to 1956, foreign assets and investments in the 
United States jumped from a total of $26.8 billion to $31.6 billion? 
Obviously there is something wrong with legislation which in 10 years 
allowed $19 billion, that in theory would be spent on our exports, 
to be diverted to the stock market and other channels. 

The Federal Reserve Bulletin for April 1950 pointed out that even 
during the so-called dollar shortage in 1948 and 1949, foreign invest- 
ments in the United States, some of them secret, increased by $1.9 
billion and $0.9 billion, respectively. 

The New York Times of January 2, 1955, in a special dispatch from 
Geneva reported the following: 


Fiicut or Capitat To U. 8. Continues—GATT Srvupies Inpicates It Is a Basic 
Cause or Curonic DoLtitar Crises ABROAD 

* * * The policy implications of these new studies, some of which are based on 
new data, are substantial and highly controversial. Indeed, they contain so much 
dynamite that it is highly unlikely the study will ever be published in an official 
paper. * * * The studies also throw considerable doubt on the thesis that 
lowering the American tariff is essential to the establishment of better balance in 
world trade. * * * 

The United States, because it is a great capital-creating Nation, does 
not need investment here by foreigners of money obtained by them 
because of our purchase of imports. Until we stop the diversion of 
this money from the legitimate function of paying for our exports, we 
should expect our unemployment to increase. 

This legislation is said to be necessary to meet the threat of the 
European Economic Community in creating a Common Market. 
It will do nothing of the kind. The Common Market consists of 
France, West Germany, Italy, Belgium, the Netherlands, and Luxem- 
bourg. Our present duties on imports from these countries were 
lowered in exchange for concessions on duties on our exports to them. 
The tariff duties of the Common Market could consist of the highest 
duty charged by any of the 6 nations, so that in 5 cases out of 6 our 
exports could face a higher duty and yet, for some unfathomable 
reason, our Government does not plan to avail itself of the provisions 
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of the GATT agreement to the effect that when a country cancels a 
concession, each other country which is a party to the agreement may 
cancel a concession also. The ultimate effect is obviously going to be 
that our duties will be lower, while foreign duties in many instances 
may be higher than now. 

Business W eek, of February 22, 1958, in discussing the auto industry 
says— 

Right off the bat, the Common Market and Free Trade Area mean the European 
market for U. S.-built passenger cars is almost gone. 

Another misconception of the reciprocal trade agreements program 
is that American industry will always try to safeguard the employ- 
ment of labor in its American plants by asking for tariff protection. 
This is not necessarily so because, in the auto industry, for example, 
there are foreign plants now, according to Business W eek of February 
22, 1958, whic h are as low-cost efficient producers as any company in 
the United States. General Motors, Ford, American Motors, and 
Studebaker-Packard are now importing cars trom t abroad and Chrysler 
is anxious to do likewise. Business Week (Feb. 22, 1958) says— 

With the tide running heavily against exports from the United States and 
toward production abroad, one Detroit executive has been heard to say: ‘Before 
I retire, I hope to see my company producing as many units abroad as in the U. 8.” 

The President says that the reciprocal trade agreements program 
is necessary to meet the economic offensive of the Soviet Union. 
It is a fact, however, that this legislation will not make our exports 
sufficiently cheap, as the prices of our goods are determined by com- 
mercial and not by political considerations. When we do subsidize 
our exports, there are immediate adverse repercussions from other 
exporting nations. Therefore, any benefit must be confined to goods 
which we might import, rather than to let them go to the Soviet 
Union. In this instance, also, however, the Soviet Union can outbid 
us when diplomacy dictates such a course. The money to pay for 
these imports into the Soviet Union could come from the sale of their 
gold. Although definite figures are not available, Samuel Montagu & 
Co., a leading British bullion dealer, according to the Northern Miner 
of February 27, 1958, has estimated that gold is produced in the 
Soviet Union at the rate of 17 million ounces annually, which would 
be worth $595 million a year. We must not forget that the value of 
gold is largely dependent upon the willingness of the Government of 
the United States to buy gold in unlimited amounts from no matter 
what source of production. As long as our country stands ready to 
supply the Soviet Union with an amount of dollars limited only by 
the size of the latter’s gold reserve, it is futile for us to expect to 
compete successfully with that nation in the arena of economic 
warfare. 

Under the circumstances, we do not believe that the arguments are 
valid in favor of the passage of the bill extending the reciprocal trade 
agreements program, and “the American Coalition of Patriotic Soci- 
eties opposes such action. 

Mr. Grecory. We thank you, Mr. Trevor, for your appearance. 

Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I want to compliment this witness on 
bringing out some fundamental factors which I do not believe any other 
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witness has touched upon before and certainly lie at the base of this 
consideration of the extension of reciprocal trade. 

I might state, as I have before, that I happen to think that we have 
to extend the Reciprocal Trade Agreements Act in spite of these 
arguments, but I certainly want to say this: 

These arguments need to be weighed very carefully. I am impressed 
by the reference you make as to the amount of foreign capital that 
has been coming into the United States, and that being a factor in 
this dollar gap. 

I think there is something to it and I further think that it is about 
time that our State Department realizes that when some of these 
countries who are paying these wage scales that we have heard about 
permit capital to get about a 30-percent take, we are not doing any- 
thing to build up the domestic market in those countries by expanding 
trade with them because the people that get the money are not the 
economy as a whole, but rather this small group of investors, and they 
are taking their take and investing it right back in the United States 
investment market. 

In my judgment, until we start grappling with those problems the 
Reciprocal Trade Act is not going to be a good tool to combat com- 
munism. 

Once we start dealing with those economic factors, in my judgment 
the Trade Act itself is a good device for doing it. 

But I think the witness here has called to our attention some very 
fundamental factors. I think the work that has gone into the prep- 
aration of this paper deserves the consideration of this committee. 

I have never seen this gentleman before and did not know he was 
going to testify. 

Mr. Trevor. Thank you, Mr. Curtis. 

Mr. Macnrowicz. I notice you refer to the auto industry and the 
disastrous effects in the auto industry. 

I happen to represent that district in which the industry is vital. 

I wonder if you are aware of the fact that despite your fears which 
you express here today, both the auto industry and the auto workers, 
certainly independents in the industry, and who you say are threat- 
ened by the extension of this act, have unanimously advocated the 
extension of the reciprocal trade agreements as it is. 

Mr. Trevor. I would say the auto industry does not care because 
they can make the cars abroad just as anywhere else. 

Mr. Macurowicz. What about the Auto Workers Union? 

Mr. Trevor. That is a question of who is running the Auto Workers 
Union and how he happens to feel about it. 

Mr. Macurowicz. I have heard quite a bit from my district and 
I have not heard any auto worker yet object to the extension of the 
Reciprocal Trade Act. 

Mr. Trevor. Do you think they understand it on the employment 
level? 

Mr. Macurowicz. I most certainly do. It has been seriously dis- 
cussed time and time again. 

Mr. Trevor. I think they will find out in a little while when more 
foreign cars come in. 

Mr. Macurowicz. That is all. 

Mr. Grecory. Mr. Byrnes will inquire. 

Mr. Byrnes. I too wish to congratulate you, sir. 
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Can you tell us about your membership in the American Coalition 
of Patriotic Societies? 
Mr. Trevor. The American Coalition is a group with about 103- 


or-so cooperating organizations. I have the list in my pocket. I can 
submit it. 

Mr. Byrnes. I think it might be of interest, Mr. Chairman. 

Mr. Grecory. Would you like to submit it for the record? 

Mr. Trevor. You understand these are cooperating organizations. 
They are not bound by the action of the American Coalition. 

The president of each organization is on the board of the American 
Coalition together with one of the delegates. They determine the 
policy of the American Coalition. 


I am speaking for the American Coalition, not for the cooperating 
societies. 


Mr. Grecory. That list may be included in the record at this 
point. 

Mr. Trevor. Thank you, sir. 

(The list referred to follows:) 


SocieTrES COOPERATING WITH THE AMERICAN COALITION OF PATRIOTIC SOCIETIES 


Alliance, Inc., The 

American Coalition of New York 

American Public Relations Forum, Inc. 

American Tradition, The 

American War Mothers 

American Women’s Legion of World Wars 

Americanism Defense Leagve 

Bill of Rights Commemorative Society 

Connecticut Volunteers 

Dames of the Loyal Legion of the United States 

Dames of the Loyal Legion of the United States, District of Columbia 

Dames of the Loyal Legion of the United States, Pennsylvania 

Daughters of America, National Co ncil 

Daughters of America, District of Colmbia Council 

Daughters of the Revolution, National Society 

Daughters of the Revolution, New Jersey Society 

Daughters of the Revolution, New York Soviety 

Daughters of the Revolution, Commonwealth of Pennsylvania 

Daughters of the Revolution, Colonial Chapter 

Daughters of the Revolution, Lafayette Chapter 

Danghters of the Revolution, Liberty Bell Chapter 

Defenders of the American Constittion, Inc. 

Defenders of State Sovereignty and Individual Liberty, Arlington Chapter 

Descendants of the Signers of the Declaration of Independence 

Fraternal Patriotic Americans, State of Pennsylvania, Inc. 

General Society of the War of 1912 

General Society of the War of 1912, District of Colmbia Division 

General Soviety of the War of 1912, New York Division 

Grass Roots League, Ine. 

Junior Order United American Mechanics, New Jersey 

Junior Order United American Mechanics, New York, Inc. 

Junior Order United American Mechanics, Pennsylvania 

Ladies of the Grand Army of the Republic 

Ladies of the Grand Army of the Republic, Department of the Potomac 

Marine Corps League Anxiliary 

Massachusetts Committees of Correspondence 

Michigan Coalition of Constit™tionalists 

Military Order of the Loyal Legion of the United States, Commandery-in-Chief 

Military Order of the Loyal Legion of the United States, Commandery of the 
District of Colmbia 

Military Order of the Loyal Legion of the United States, Commandery of the 
State of New York 
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Military Order of the Loyal Legion of the United States, Commandery of the 
State of Pennsylvania 

Military Order of the World Wars 

Minnesota Coalition of Patriotic Societies, Inc. 

National Constitution Day Committee 

National Huguenot Society, The 

National Society, Colonial Dames of the XVII Century, New York State Society 

National Society for Constitutional Security 

National Society for Constit: tional Security, Chapter I 

National Society for Constit:itional Security, Chapter IT 

National Society for Constitutional Security, Chapter III 

National Society, Daughters of the Union, 1861-1865 

National Society, Magna Charta Dames 

National Society of New England Women 

National Society of New England Women, New York City Colony 

National Society, Patriotic Women of America, Inc. 

National Society, Patriotic Women of America, District of Columbia Council 

National Society, Patriotic Women of America, New York Council 

National Society, Service Star Legion 

National Society, Sons and Daughters of the Pilgrims 

National Society, United States Daughters of 1912, State of New York 

National Society, Women Descendants of the Ancient and Honorable Artillery 
Company 

National Sojourners, Inc. 

National Woman’s Relief Corps 

Naval and Military Order of the Spanish-American War, National Commandery 

New Jersey Coalition, Inc. 

Ohio Coalition of Patriotic Societies 

Order of Fraternal Americans, Grand Council 

Order of Independent Americans, Inc., State Council of Pennsylvania 

Order of the Founders and Patriots of America, California 

Order of the Founders and Patriots of America, District of Columbia 

Order of the Founders and Patriots of America, Massachusetts 

Order of the Founders and Patriots of America, New Jersey 

Order of the Founders and Patriots of America, New York 

Order of the Founders and Patriots of America, Rhode Island 

Order of the Three Crusades 1096-1192, Inc. (The) 

Order of Washington 

Patriotic Order Sons of America, National Camp 

Patriotic Orders Sons of America, State Camp of Pennsylvania 

Rhode Island Association of Patriots 

Society of Old Plymouth Colony Descendants 

Society of the Sons of the Revolution in the Commonwealth of Massachusetts 

Sons and Daughters of Liberty, National Council 

Sons and Daughters of Liberty, State Council of Connecticut 

Sons and Daughters of Liberty, State Council of District of Columbia 

Sons and Daughters of Liberty, State Council of Maryland 

Sons and Daughters of Liberty, State Council of Massachusetts 

Sons and Daughters of Liberty, State Council of New Hampshire 

Sons and Daughters of Liberty, State Council of Pennsylvania 

Sons of the American Revolution, National Society 

Sons of the American Revolution, California Society 

Sons of the American Revolution, Empire State Society 

Sons of the American Revolution, Iowa Society 

Sons of the American Revolution, New Jersey Society 

Sons of Union Veterans of the Civil War Commandery-in-Chief 

Sons of Union Veterans of the Civil War, Massachusetts Department 

Sovereignty Preservation Council of Delaware 

United States Day Committee, Inc. 

United States Flag Committee 

Wheel of Progress, The 

William Thaw Council of Americans, Inc, 

Woman’s Relief Corps, Department of Potomac 

Women of Army and Navy Legion of Valor, United States of America 

Women’s National Defense Committee of Philadelphia 
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(As of December 6, 1957) 


Mr. Jenkins. Mr. Chairman, I have just inquired and I have found 
that this man is a son of a very distinguished American, one of the 
most distinguished Americans, Col. John B. Trevor, of New York 
City. Colonel Trevor was a capable man, financ ially, and every 
other way, and he was really one of the leading Americans in New 
York City. 

Mr. Gregory. Mr. Reed. 

Mr. Reep. When we try to ship our automobiles into France at the 
present time, is not the tariff on our American made automobiles 
about 33% percent? 

Mr. Trevor. I would not know, sir. 

Mr. Reep. Well, it is. In 24 years they have not whittled down 
any of the barriers abroad so far as our exports. 

Mr. Trevor. In this common market if that is not the highest 
tariff of the six nations, then the tariff could be raised to the highest 
of any one of the six and then we are supposed to negotiate down 
from that. 

Mr. Reep. Thank you for your contribution. 

Mr. Grecory. I see our colleague, Will E. Neal, of West Virginia, 
is here. 

You are recognized, Mr. Neal. 


STATEMENT OF REPRESENTATIVE WILL E. NEAL, OF 
WEST VIRGINIA 


Mr. Neav. Mr. Chairman and members of the committee, I have 
a brief statement if you will permit me to have the pleasure of reading 
it to you. 

Mr. Gregory. We appreciate your appearance. 

Mr. Neat. I appreciate the opportunity to come inasmuch as [ 
represent a small State where there is no farm area to speak of, where 
mining and oil production has been more or less limited because of 
economic conditions in the country. 

I want to impress upon you the importance of protecting the small 
industrialist who employs small groups of people and builds up small 
communities in a State that otherwise would not be particularly 
prosperous. 

We have had many industries in the State of West Virginia that 
have established themselves by reason of the fact that gas and fuel 
were abundant. They came into the area and established small 
industries of one sort or another, only later to find that the importa- 
tion of products that are made by cheaper labor from abroad has com- 
peted to the extent that they have no longer found it possible to 
operate those industries with profit. 

Small communities have grown up with several hundred, maybe 
2,000 or 3,000 people, made up largely of people who were trained to 
do work in these particular industries, who have had to dispose of 
their homes and leave the community in order to find work when 
plants had to close or reduce production. 

For that reason it seems to me that in settling this tariff question 
that due consideration should be given to small industrial areas like 
these rather than to emphasize the importance and the profitable 
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operation of the larger industries that depend so much upon export 
trade for their life. 

It is a well established fact that many of the larger industries that 
make products that go abroad have their periods of slowdowns. 

When these people are either eliminated entirely or laid off, they 
usually are left in congested areas where pretty soon they become the 
recipients of aid of some sort, they become a proble: n. 

That does not exist in the smaller communities where people usually 
own their own homes and where, by reason of the fact they can main- 
tain themselves during these periods of lack of emplovment, they have 
all the advantages. 

And I maintain it is just as important to this country to aid and 
bring about a certain amount of prosperity and good living for the 
people who live in these widely distributed areas as it is to try to 
concentrate all of our efforts toward the protection of the wealth and 
industry that go in the larger centers and endure the economic and 
social problems that result as a result of overcrowding. 

I believe, gentlemen, in addition to what I have said, if you will 
permit me to submit a statement here, including a copy of the resolu- 
tions of the legislature of West Virginia, I will desist from further 
statement. 

Mr. Grecory. Without objection, that may be placed in the record. 

Mr. Neat. Thank you. 


(The statement referred to follows:) 


STATEMENT OF REPRESENTATIVE WiLL E. Near, or West Vircinia 


Mr. Chairman, I am deeply concerned for the welfare of the operators of many 
small businesses and the trained labor utilized therein because of the insistence of 
our Government to continue its free trade policies with other nations throughout 
the world. 

The Reciprocal Trade Agreements Act was designed in 1934 to meet an adverse 
situation which had arisen because of our inability to compete in foreign trade 
with the products of other nations whose labor standards were quite inferior to 
our own. 

While this policy may be given some credit for increasing export commodities 
during the first 2 or 3 years of its operation, I contend that in itself it has con- 
tributed little or no beneficial effect to the expanding foreign trade of the United 
States. I say this because until the beginning of World War II, in spite of the 
act, there was little expansion of industrial activities and the number of persons 
unemployed remained almost as high as during the period of depression. It was 
not until we began to manufacture and export commodities essential to the west- 
ern powers of Europe in building up for, or in the conduct of World War IT, that 
our trade expansion was actually effected. It must be realized that in the period 
prior to and during the conduct of World War II the greater portion of our for- 
eign trade cons‘sted of war materials and supplies incident to the conduct of the 
war and that the financial burden of supplying these products fell upon the tax- 
payers of the United States of America. 

At the close of the war we found our industrial potential running in high gear. 
As a means of maintaining this productive capacity, we took it upon ourselves to 
attempt to restore the war-torn countries of Western Europe through outright 
grants and occasional long-term loans with little or no security. As a result of 
this policy, we now see not only our former allies but our former enemies as well, 
completely restored in their capacities to produce and to export commodities 
which we ourselves are able to produce in abundance for both domestic and 
foreign trade. 

It is easy to see that a continuation of the reciprocal trade agreements, as 
now administered with leanings toward a free trade policy, can mean nothing 
more than compel us to accept diverse and sundry commodity products manu- 
factured by these restored foreign industries, most of which products we have in 
abundance. Noone can doubt the serious disturbance resulting in our labor forces 
by reason of the fact that these commodities overflow our markets to the extent 
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that our own American industrialists will necessarily be compelled to limit their 
production and thereby employ fewer people. Layoffs and sometimes complete 
suspension of industries that are now being penalized by these foreign imports 
are given prominent publicity. These closures are not confined to any particular 
part of the country because the terms of the tariff agreements are such as to affect 
American manufactured commodities in many areas of this country. 

In my own district, to mention a few, the glass, pottery, and all ceramic indus- 
tries have suffered severely, causing many plants to reduce operations to a mere 
skeleton or to close shop entirely. One industry in my own district, which manu- 
factures shovels and small metal tools, finds it almost impossible at the present 
time to continue operation because of the cheaper implements coming in from 
foreign nations. It is almost a daily occurrence to receive in my office letters and 
complaints from people in various parts of the States relative to their inability 
to secure employment after having been separated from an industry to which they 
have devoted their lifelong interests and many of whom have reached the age when 
they are no longer employable in industry for which they have had no previous 
training. 

To further emphasize the recognition on the part of the people of West Virginia 
of injvries being experienced through the application of the foreign trade policy, I 
would like to include here a resolution adopted by the legislature of the State of 
West Virginia, regular session, on January 15, 1958: 


“Housgk CONCURRENT RESOLUTION No. 3 
“By Mr. Craig and Mr. Frazier 


‘‘Memorializing the Congress of the United States to take action so as to afford 
protection to certain small industries of West Virginia. 

“Whereas, West Virginia manufacturers of pottery, glass, ceramics, clothespins, 
and numerous other small industries are competing constantly with imports of 
foreign commodities; and 

‘“‘Whereas, said foreign commodities, because of the low cost of foreign labor and 
the use of inferior material, are sold at such low prices that aforesaid West Virginia 
manufacturers are unable to compete with them without some means of protection; 
and 

‘“‘Whereas, the import of said foreign commodities is presently permitted vir- 
tually without restriction and without protection to the aforesaid small industries; 
and 

“‘Whereas, the present influx of foreign commodities is causing irreparable 
damage to the aforesaid small industries and can only result in their eventually 
being driven out of business, which would foster increased and widespread unem- 
ployment in West Virginia: Therefore, be it 

“Resolved by the House of Delegates, the Senate concurring therein: That the 
Congress of the United States is hereby requested to take immediate action to 
afford relief and protection to the aforesaid small industries of West Virginia, 
through regulation by tariffs and through such other means as are available to the 
Congress for the accomplishment of said end; be it further 

‘*Resolucd, That the Secretary of State is hereby directed to forward attested 
copies of this concurrent resolution to the President of the United States Senate, 
the Speaker of the House of Representatives, and to each member of the West 
Virginia delegation in the Congress of the United States.” 

I realize that it is essential for both economic and political reasons that the 
American Government encourage and support foreign trade with as many nations 
as possible where such foreign trade can prove beneficial to them as well as to 
ourselves. I cannot accept the theory that because certain industrialists whose 
products are very much in demand by foreign countries should override the 
interests of the many small industrial activities throughout our State and the 
Nation that represent the very backbone of community employment and com- 
munity progress. I believe it entirely possible to engage in foreign trade through 
rules and regulations that will, to a large extent, correct the injuries now being 
endured by many of our smaller operations. 

Therefore I do not oppose extension of the foreign trade agreements provided 
the act can be so administered as to protect that segment of our own industry that 
heretofore has suffered so severely. 

Small industry, widely dispersed, providing full-time employment for specially 
trained workers and part-time employment to supplement the income of hard 
pressed family farms will insure a prosperous, stable economy, and greatly reduce 
the trend toward dependence on public relief. 


24093—58—pt. 2——43 








2158 RENEWAL OF TRADE AGREEMENTS ACT 


For the most part, American export commodities are products of major indus- 
tries requiring large numbers of employees in congested areas. These employees 
often suffer serious financial embarrassment during unavoidable suspension of 
production. On the other hand, employees of small industries, many of whom 
own their own homes, are in much better position to withstand periods of tempo- 
rary unemployment. Being a part of their local communities, they represent 
that strong, resourceful class of citizens that make up the backbone of the Ameri- 
can economy. 

It is for this reason that we West Virginians insist that renewal of the Reciprocal 
Trade Agreements Act carries a definite assurance that those industries proving 
severe injury from excessive imports receive prompt and sympathetic treatment 
by the Tariff Commission. 

Since the Members of Congress are the direct representatives of the people 
they serve, I believe the Tariff Commission should be an arm of the Congress, 
subject to its decisions, and not in the State Department whose primary interest 
in foreign relations tends to overlook and disregard the welfare of small industry, 
the backbone of the American economy. 


ADDITIONAL STATEMENT OF REPRESENTATIVE WiLL E. NEAL oF WEsT VIRGINIA 


Mr. Chairman, the economy of my district in West Virginia is largely dependent 
upon diversified industry—small, widely distributed establishments employing 
from 100 to several hundred skilled and trained operators. For the most part, 
they are home owners, taxpayers, community builders. They represent the local, 
independent, and self-respecting labor group that forms the bulwark of American 
citizens. 

For the most part, products produced in these plants do not go into export 
trade but are consumed domestically. For several years now the low import 
duty on similar products made abroad by underpaid labor has made profitable 
operation of many of these community-building operations impossible. From 
flourishing towns and communities, producing glass, pottery, ceramics, tools, and 
steel products, textiles, chemicals, and porcelains, we now witness an increasing 
number of ghost towns, each representing areas of so-called labor distress. 

It is not only un-American, but financially unsound to allow the administrators 
of our tariff policies to disregard the welfare of these people and others in similar 
straits by depriving them of the opportunity to live and prosper in communities 
which they themselves have created and planned for the employment and com- 
fortable living of those who will follow. 

People of my district will not oppose extension of the Reciprocal Trade Agree- 
ments Act. They understand that our national well-being and our relationships 
with other peoples of the world are greatly benefitted by exchanges of products 
between them. But they also know that such trade, to be satisfactory, must be 
mutually profitable. A policy that insures fancy profits to a few major industries 
and at the same time tends to penalize innumerable smaller units, depriving 
their employees of their livelihood is not only grossly unwise, it disrupts the 
orderly development and distribution of our free economy. 

Therefore, gentlemen of the committee, I respectfully ask you to seriously 
consider my plea that any bill you approve to extend the Reciprocal Trade 
Agreements Act specify language that will empower the Tariff Commission to take 
prompt action either by adjusting import duties or by establishing quotas when 
our local industries present clear evidence of injury. 

I believe I am right in saying that the future welfare of our national economy 
will depend to a very great extent upon conditions favorable to the profitable 
operation of widely distributed industries producing products for home consump- 
tion. 

Thank you for the privilege of presenting this statement. 


Mr. Grecory. Thank you very much, Mr. Neal, for your appear- 
ance and the information given the committee. 

Mr. Reep. Doctor, I congratulate you on your presentation. 

Mr. Neau. Thank you. 

Mr. Grecory. The next witnesses are Mrs. Lund and Mrs. Olsen, 
representing the association of wives of commercial fishermen. 

Would you give us your name and identification, please. 
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STATEMENTS OF MRS. MURIEL LUND AND MRS. HARRIET OLSEN, 
ON BEHALF OF ASSOCIATION OF WIVES OF COMMERCIAL FISH- 
ERMEN, SEATTLE, WASHINGTON. 


Mrs. Lunp. Mr. Chairman and committeemen: My name is Muriel 
Lund. I am the wife of a commercial fisherman and mother of two 
sons. 

My husband is half owner, and operator, of a 58 foot, 50 gross ton 
fishing vessel he and his father built in the backyard at a material 
cost of $20,000, exclusive of labor. _The replacement value of the 
same vessel today would be over $50,000. 

They fished this vessel together until 1950, at which time my father- 
in-law suffered a severe heart attack and has been unable to do any 
kind of work since. 

Thus my husband has the sole responsibility of the vessel. With 
the rising costs of operation, the continued lowering of prices of 
albacore tuna, and the inability to get competent crew members, it 
is impossible to keep the boat in a sound financial state. 

As the saying goes, ‘Necessity is the mother of invention,” and it 
has become necessary for me and our sons to go fishing with Mr. 
Lund to enable us to get a greater share of the boat earnings, so 
we can continue the operation of the boat until such a time as our 
Government sees fit to come to the aid of its fishermen. 

This year, however, our youngest son, who is 12 years of age, and 
myself, will be the crew members until the start of school, as the oldest 
boy must go into the Armed Forces. 

Even though we have been fishing our boat as a family, it is still 
necessary for Mr. Lund to obtain employment ashore during the 
winter months and for the past 4 years I have also had outside employ- 
ment to help supplement our income. Actually, he should be spend- 
ing this time aboard the boat making repairs and getting ready for 
the coming season. 

I believe the foregoing has covered our individual case, which I 
do know runs pretty much in parallel with that of most of the fishermen 
and boatowners in the albacore troll fleet. 

Up until the last couple of years my husband would start fishing 
salmon in the spring until which time the albacore would show up off 
the coast of lower California. 

Then he would fish the albacore until the end of October or the Ist 
of November. 

However, it is no longer profitable to fish the salmon in the spring, 
us the salmon run has dwindled and the start of the salmon season 
has been changed from March to May, making it only 1 month of 
salmon fishing prior to the showing of the albacore, 

Therefore, today, the entire gross of our boat is made from the 
albacore fishing, which is true of "the majority of the troll boats. 

To give some indication of the cost of operation today against that 
of a few years previous and the steady decline of the price of albacore 
tuna, I wish to submit some of the figures from our books: 

Diesel fuel in 1954 was 0.129 per gallon; in 1957, 0.163 

Shipyard labor, 1954, $4 per hour; 1957, $5.60 per hour. 

Machinists, 1954, $4.50 per hour; 1957, $5.35 per hour. 

Refrigeration labor, 1954, $4.50 per hour; 1957, $6 per hour. 
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The figures on labor and equipment show a rise in all instances. 

I know there is no need to give you the rise in food outfitting, as 
you must all know of that through your own budgets. 

The cannery price in 1954 on albacore was $410 per ton; in 1957 the 
price was $300 per ton, but dropped to $250 per ton, the canners 
claiming they were not eager to buy even at these low prices as the 
Japanese were filling the market with cheaper fish. 

In closing, Mr. Lund and myself know that unless some measure 
is taken to counteract these rising costs of operation and continuation 
of low prices for our fish, we as well as all others in the albacore in- 
dustry will be broke. We feel that our only hope for relief is duties 
that are high enough on all imported frozen tuna and albacore white 
meat tuna to enable us to receive a fair price for our albacore, or a 
quota on imported fish, if nothing else a subsidy, which is a last resort. 

Mr. Grecory. Thank you, Mrs. Lund. 

Mrs. Olsen, you are recognized. 

Mr. Epernarter. Mrs. Lund, did you come all the way from 
Seattle, Wash., for the sole purpose of testifying before this committee? 

Mrs. Lunp. Yes, sir; I did. 

Mr. Esernarter. | think you are to be commended in taking such 
interest in a problem which I know is very vital to you and your 
husband and many of the wives in Seattle. 

I happen to have some relatives out there and I say again we thank 
you very much for your appearance. 

Mrs. Olsen, are you also from the coast? 

Mrs. Ousen. Yes, sir; Il am. 

Mr. Eneruarter. Where do you come from? 

Mrs. Ousen. I am from Seattle, Wash., the association of com- 
mercial wives. 

Mr. Enernarter. My statement to Mrs. Lund also applies to you. 
It is very patriotic on your part to appear before this committee. 

Mr. Reep. I would just like to say to you ladies that you are show- 
ing evidence of very fine citizenship. It is a wonderful thing when 
people will travel this distance to the seat of government to present 
their case to a committee of Congress. 

We congratulate you on your courage and patriotism. 

Mrs. Lunp. Thank you. 

Mr. Gregory. Mrs. Olsen, you may proceed with your statement. 

Mrs. Ousen. Mr. Chairman and committeemen, my name is Harriet 
Olsen, president, association of wives of commercial fishermen, from 
Seattle, Wash. 

The organization which I represent is made up of wives of offshore 
troll fishermen, many of whom actually participate in the fishing 
operation along with their husbands. 

Our organization was founded just a year ago, primarily because 
the economic situation with our fishing fleets has become progressively 
worse and with our men either busy fishing, caring for their vessels or 
forced to offseason shorework, the burden for doing much of the 
active work toward bettering industry conditions has logically fallen 
to us. 

Beginning at the Washington State Fair at Puyallup, Wash., last 
September, our organization has sold some 700 cases of American 
caught and canned albacore tuna and the reaction from those making 
purchases both by the can and case has served to confirm our own 
opinion of the superiority of the American pack. 
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Taste, odor, and appearance are on the side of the American tuna, 
with nutritional value much greater in the fresh canned albacore than 
in albacore that has been frozen for several months. 

In 1952, our husbands and their representatives had the privilege 
of appearing before a congressional eommittee discussing the same 
eta that is before you gentlemen today. 

During 1957 most of our husbands have been forced by sheer eco- 
nomics, depressed market conditions and prices to seek offseason shore- 
work and the journey to Washington would place their incomes in 
jeopardy. 

In my own case, I am on leave from a nursing home which I operate 
at Seattle, Wash., without which the support of our family would be 
near impossible. 

My husband has been fishing for about 20 years, first in the Pacific 
Northwest trawl fishery, which has also become depressed and plagued 
with lack of markets and poor prices, and in 1946 entered the troll 
salmon and albacore fishery off the Pacific coast. 

Since about 1948 he has operated on the spring salmon fishery until 
about June 1, when he journeys south for the albacore season off 
California and Mexico. 

Despite the fact that costs and prices on nearly every item of gear 
aud supply necessary to keep his vessel on the fishing grounds have 
increased substantially, the price paid by buyers for his produce from 
the sea has decreased at even more rapid rate until today he finds 
difficulty in even selling his product. 

In 1956 at the peak of the albacore season off Washington and 
Oregon, many boats came in with a fair catch, but were unable to 
sell their albacore. They were told by the buyers that they had all 
the albacore they needed from Japan. In 1957 some of the buyers 
bought the albacore on consignment subject to pack. 

Men who have spent their lifetime at fishing, and whose reputation 
was good for the care they took of their albacore; and with full refriger- 
ation on board, had from one-sixth to one-eighth of their catch 
rejected. When they asked if they could see their rejected catch 
they were told that it had gone to a fertilizing plant. 

Some of the members of our organization have not only joined 
their husbands aboard their fishing vessels to cut costs and expenses 
but have been forced to sell their family homes and take residence 
aboard their vessel year-round to remain in the business. This may 
seem futile to many of you men, but in many cases our members’ 
husbands have fished all their lives and to suddenly abandon their 
lifetime investments to take shore work is impractical because their 
talents are devoted entirely to fishing; which knows no shoreside 
counterpart. 

To try and sell their boats and seek a more profitable business is 
almost impossible—the commercial fishing boat is worthless as far as 
resale value is concerned—-with marketing conditions so poor. 

Many of the wives have been forced to find employment to help 
supplement their incomes. With the ever-increasing cost of living 
and the demands for more taxes—the income of a fisherman today 
cannot cope with our high standards of living. The economic stress 
is too great. 

Our school levies are always up for more increases at each city, 
county, and Federal election. Our school incomes are being sub- 
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sidized by Federal income, yet Japanese albacore has been found being 
served to our children in school lunchrooms. 

Many of our members did not participate in the albacore season 
last year for the first time in a decade, simply because the prices 
offered and anticipated market ‘conditions were such that they did not 
feel they could afford the risk. In the Pacific Northwest there is no 
other fishery to turn to. In the past years, when salmon was more 
plentiful, the albacore season was looked upon as an incidental 
fishery, but to many today it is a last resort for the year’s income. 
Our bottom fisheries are in a depressed condition and much of the 
fleet is unable to find markets. The previously valuable vitamin- 
bearing fish liver industry is wiped out. No longer can our fleets turn 
to dogfish and soupfin shark for relief when the food fish market 
becomes depressed. 

The salmon season has been shortened by 2 months each year in 
the interest of conservation. The spring salmon season of 1957 was 
very poor and many fishermen didn’t make expenses. 

In 1957, with the full realization of the Japanese high seas fleets 
damage to North Pacific salmon stocks, this former comparatively 
stable fishery appears to be dwindling. For several years, our troll 
salmon fishermen have complained of the telltale net marks on salmon 
taken off the Washington coast—fish which have evidently escaped 
the Japanese fishery in the Aleutians. We no longer have any way 
to turn for income. The albacore fishery is of prime importance to 
all of us and we must have a quota or tariff relief if we are to survive. 

In the Fish and Wildlife Act of 1956, the Federal Government 
assumed a policy in the matter of fisheries. Included in that policy, 
in addition to the contribution to the Nation’s food supply was a 
clause calling attention to other contributions by our offshore fleets 
in particular. May I briefly quote to you a section of that declared 
policy: 
that the fishing industry strengthen the defense of the United States through the 
provision of a trained seafaring citizenry and action-ready fleets of seaworthy 
vessels * * * , 


Further the policy offers— 


protection of opportunity—maintenance of an economic atmosphere in which 
domestic production and processing can prosper; protection from subsidized 
products. * * * 

The American fishermen were in the first line of defense in World 
War II. They were fishing some 200 miles offshore with their radios, 
telephones, and direction finders—they were able to aid our Armed 
Forces; this has been fully realized by our Government. 

The final paragraph of the trade agreement called the escape 
clause, says that if any American industry is being damaged by 
excessive imports that the proper Government agency shall make 
the necessary corrections by increased duties or setting quotas to 
remedy the situation. The Trade Act does not protect the producer 
of American caught albacore tuna. 

Mr. Chairman, the pledge of allegiance to our flag closes with 
these words, “with liberty and justice for all.” 

Gentlemen, this is what we are asking today, the “protection of 
opportunity and justice for all.”” The liberty and privilege of our 
men earning their living in their time-honored way; with the promised 
protection from subsidized competing products. 
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Mr. Grecory. We thank you, Mrs. Olsen. 

Mr. Houmes. I have listened with interest to both the statements 
of Mrs. Lund and Mrs. Olsen. They have come here from Seattle 
and are presenting their cases in a very objective way. 

Mrs. OuseEn. I note that you refer to the fishing areas in relation 
to the Japanese and the impact of the Japanese fishing in certain 
areas in the Northwest. 

You may be interested to know that there is a conference going 
on in Geneva, Switzerland, at which there is a Seattle man present 
looking into that very matter at this meeting, discussing the law 
of the seas, which I think is extremely important to you people. 

I appreciate your statements and the fact that you have come all 
the way to testify as you have and you both have testified very well. 

Mrs. Ousen. Thank you. 

Mr. Curtis. I thought maybe these housewives could answer these 
questions. 

Has the price of tuna to the housewife gone up? I know the figure 
in 1954, in reference to other things, I just don’t know; does it cost 
less to buy a can of tuna? 

Mrs. OusENn. No, sir; it costs more. 

Mr. Curtis. It costs more? 

Mrs. OLsEN. Yes. 

Mr. Curtis. I wonder who is making the difference between the 
cheap tuna, the price of the tuna they get from Japan. 

Mrs. OtseN. Maybe I misunderstood your question. We have the 
Japanese tuna in Washington—I speak for Seattle alone—that runs 
5 cans for a dollar. The American processed tuna runs 33 to 39 cents 
a can. 

Mr. Curtis. That is the differential I was interested in. That 
was about the same as it was in 1954; is that right? 

Mrs. Ousen. I believe it is about the same, perhaps a couple of 
cents higher. 

Mr. Curtis. Now, the other question which I was interested in is 
this: 

Has the amount of tuna eaten by the American public increased? 

In other words, are our people eating more tuna, do you know? 

Mrs. Outsen. According to reports, they are. 

Mr. Curtis. But your people are not sharing in the increased 
consumption? 

Mrs. OusEen. No; we do not share in it. 

Mr. Curtis. I have one final question: 

In your statement in regard to the school lunch program, you did 
not mention that any of the Japanese tuna was actually part of the 
Federal food that is sent for school lunches. 

Mrs. OuseN. Whether it was sent by Federal aid, I don’t know, 
but we found the cans being served in schools marked “Product of 
Japan.” 

Mir, Curtis. Do you not imagine that it is the tuna they bought 
themselves? 

Mrs. Ousen. I assume they bought it. 

Mr. Curtis. Rather than anything that was distributed. 

Mrs. Otsen. No; I don’t believe it was distributed. It was pur- 
chased by the buyers for each district. 

Mr. Curtis. I think the point is well taken. 
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Mr. Grecory. We thank you for your appearance. 

The next witness is Mr. Ross J. Pritchard. 

Mr. Pritchard, will you come forward, please, and identify yourself 
for the purpose of the record? 


STATEMENT OF ROSS J. PRITCHARD, DIRECTOR, PROGRAM OF 
INTERNATIONAL STUDIES, SOUTHWESTERN COLLEGE, MEMPHIS 


Mr. Prircuarp. Mr. Chairman and members of the committee, I 
am Ross Pritchard. I am from Memphis, Tenn. At the present 
time I am director of the program of international studies at South- 
western College of Memphis. 

This program trains students for careers in Government service, 
and also for careers in international business, which forms a large 
part of the employment pattern in the Memphis and Midsouth area. 

In addition, I would like to say that I have my Ph. D. in interna- 
tional relations from the Fletcher School of Law and Diplomacy, and 
for the past 3 years I have been engaged in the research and writing 
of a biography of William L. Clayton. This country’s first Under 
Secretary of State for Economic Affairs. 

This book deals mainly with our economic foreign policy since 
World War II. 

I am appearing in support of the extension of the Trade Agreements 
Act for 5 years without any further crippling amendments. 

My main point is that such a renewal is the very least we can do 
toward the revival and reconstruction of a strong economic foreign 
policy. 

For the past 25 years the act, which is before this committee, has 
been the basis of our economic foreign policy. During this period of 
time a record of achievement has grown up around this act. I would 
like to review this record briefly. 

In the first period of its development, the period from its inception 
in 1934 until the onset of World War II, the reciprocal trade agree- 
ments program was a modest, but farsighted, attempt to turn the tide 
of economic nationalism. In a world engulfed by tariffs, quotas, 
embargoes, subsidies, and other “begger my neighbor’’ techniques, it 
was the first step toward the development of a worldwide cooperative 
trading philosophy. More important, the Hull principles became the 
basis of the wartime economic planning for the peace, and subse- 
quently, the point of departure for our economic foreign policy in the 
postwar period. 

In my opinion, not only the reciprocal trade agreements program, 
but the entire economic foreign policy of this country gained its 
greatest forward impetus and achievement in the years 1945-50 
under the leadership of Will Clayton. 

Amid the prevailing needs of that time for relief and recovery, our 
economic foreign policy moved in two main directions. Through the 
extension of credits and loans, it sought to restore productivity. In 
addition, through the expansion and development of the Hull 
principles, our policy sought to open the channels of trade and pay- 
ments. The policy landmarks of this period are well known. 

The lend-lease settlement took the burden of debt from the backs of 
our Allies. The Anglo-American financial agreement and other credits 
helped countries to push in the direction of recovery. Careful and 
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fruitful negotiation on the basis of the Hull principles led, in 1947, 
to the General Agreement on Tariffs and Trade, which brought 23 
nations together in a program of simultaneous and multilateral reduc- 
tion of tariffs. 

During all this, however, the normal evolution of this policy was 
complicated by the appearance of two unanticipated challenges. In 
1946-47 the threat of Soviet expansionism replaced the hope of unity 
that had existed in San Francisco in the spring of 1945. In 1946-47 
the strong currents of nationalism, which always seem to come in 
the aftermath of great wars, began to appear among the under- 
developed peoples of the world. To meet these challenges, the basic 
policy instituted in 1984 had to reach into the future with new plans 
and new programs. The record, I think, shows that this happened. 

In 1947 the threat of the Soviet Union was not the threat of aggres- 
sion. That spring the threat came in alarming proportion in Western 
Europe, and was one of political infiltration and subversion which 
seized upon the economic chaos brought by the war. The answer, of 
course, was the Marshall plan, which had one objectave—to restore the 
productivity of Western Europe so that the people of those countries 
might trade and prosper. 

In essence the Marshall plan was a corollary to the Hull principles. 
The logic of this corollary was simple: Before trade can move, the cycle 
of modern production must be restored. Restored production lead to 
trade; trade leads to economic stability which denies communism its 
seedbed. In other words, the Hull principles of 1934 were expanded 
to meet the challenge of 1947, and there was introduced into the 
economic foreign policy of the United States the basic “aid in order to 
trade” concept. 

The interesting thing, in my opinion, is that once the nature of the 
Communist threat was exposed, and once this “aid in order to trade”’ 
principle was explained to the American people, they came forward 
enthusiastically in support of the Marshall plan. The achievements 
of the program need no retelling here. The Marshall plan is not the 
subject of much serious controversy these days. 

In response to the second challenge coming from the underdeveloped 
nations, another, but similar, program evolved. In 1949 the point 4 
program was announced. This was not a program to restore pro- 
ductivity, as was the intention in Western Europe, but a program 
that would initiate and develop productivity through contributions 
of technical assistance and development funds. 

Both the point 4 program, and the Marshall Plan were the Hull 
principles brought up to date to meet the challenges of a changing 
world. The Marshall plan was successful in realizing its objectives. 
As for point 4—before it could really get off the ground, the main 
focus of our foreign policy abruptly shifted. 

It shifted because of Korea. Our efforts and attention were now 
commanded by the threat of Soviet aggression. This threat was met, 
and ultimately, we insured ourselves against further aggression by 
negotiating a vast, interlocking series of regional security pacts. 
Standing in support of these pacts, there was the Strategic Air Com- 
mand. We had, in effect, bolted the front door against Communist 
ageression, but at the same time we had left the back door unattended; 
and the Soviet began to move through this unattended back door, 
quietly and subversively. Furthermore, it seems reasonable to as- 
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sume that in view of the weapons stalemate, the Soviet will continue 

to pursue its diplomatic objectives by less than forceful means; that 

. — diplomacy via economics—diplomacy by trade, diplomacy 
aid. 

Not only must we acknowledge the possibility of this, but we must, 
in light of the sputnik, recognize the serious potential of this di- 
plomacy. For where we once discounted the ability of the Soviet 
Union to operate competitively with us scientifically, technologically, 
and industrially, we must now pay due concern. 

In view of the developments since October, it seems to me there is 
a useful policy guide that can be drawn from our past experience. 
The Soviet challenge in 1958 is not unlike the political and economic 

ressures which existed in western Europe 10 years ago. Merely the 
ocus of this threat is changed. The Soviet now seeks to penetrate 
the Middle East. Southeast Asia, Africa, and has even in recent 
months made commercial overtures as close home as Latin America. 
In 1947 we took the basic Hull program and implemented it with 
forward thinking and new programs. We reestablished productivity 
in western Europe and then sought to convert this productivity to 
prosperity through trade. 

In 1958 our economic foreign policy seeks the same objectives in 
the underdeveloped countries. Once again the reciprocal trade pro- 
gram can be expanded to meet new challenges, and it should move 
ahead into the world of 1958, 1959, and 1960; instead of retreating to 
the diplomatic myopia of the thirties. 

It is for this reason that I argue that a renewal for 5 years without 
the usual back-tracking amendments is the very least we can do. 

The fact that we have added the serious argument for national 
security in support of reciprocal trade does not mean for one minute 
that the sound economic arguments are to be abandoned. We know 
from experience that expanding, reciprocal trade means a greater 
division of labor, more efficient specialization, an expansion of markets, 
lower consumer prices, and consequently a real improvement in the 
standard of living. In the 25-year period record of legislative debate, 
newspaper comment, and in the hundreds of books and magazme 
articles the overall validity of this argument has, in my opinion, never 
been seriously challenged. 

Anyone attempting to argue against the logic of expanding, recip- 
rocal trade is soon confronted by these basic questions: 

In order to maintain our highly productive, surplus producing 
economy, do we not need expanded markets abroad? 

In order to feed and tool our industrial plant, do we not need raw 
materials produced by other countries? 

To keep the United States employment at high levels, do we not 
need the 4% million jobs created by international trade? 

The answers to these questions have been handled in detail by 
many of the witnesses who have appeared before this committee. 
Secretary Weeks has discussed the employment implications; others 
have shown the growing need of the United States for strategic im- 
ports, many of which originate in the underdeveloped countries now 
threatened by the Soviet Union. 

These economic arguments are, of course, applicable to Memphis 
and the mid-South. Memphis stands astride the flow of trade as it 
moves out of the Mississippi Valley for export. Goods come in and 
out of Memphis creating employment and income. 
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In addition, our own production—hundreds of millions of dollars 
worth each year—contributes to the flow of exports. Our cotton and 
soybeans and timber, and in more recent years the diversified addi- 
tions of chemicals and pharmaceuticals are all part of the foreign 
trade pattern which nourishes our community. On the basis of 
day-to-day operations Memphis could argue the benefits of world 
trade, as could hundreds of other communities throughout the Nation. 

While Memphis could do this, and thereby add a concerted force 
of opinion in support of trade legislation, I think Memphis has been 
like a hundred other communities in the United States in that it hasn’t, 
and this is one of the most crucial problems of foreign policy. 

Outside of voting, people just don’t know what to do in support of 
policies they consider to be of general interest and benefit. Frankly, 
most of the people have felt in the past that their individual effort 
was insignificant and unavailing, and therefore a waste of time. Most 
people are overawed, and sometimes intimidated over the prospect of 
writing a Congressman. As a result, a broad area of public opinion 
which could rise in support of foreign policy remains unassembled 
and inarticulate. 

The Reciprocal Trade Agreements Act is a good case in point. For 
25 years the debate on this Act has been carried on. Most people 
have had access to enough information to make up their minds. Most 
have, I think, and I would venture to say most Americans are in favor 
of the Act and would support its intent and purposes. 

Yet most Americans have not come forward in determined support 
of this bill. As a result, the general interest has been sacrificed amid 
the welter of organized, specific grievances which come, renewal after 
renewal, clamoring for crippling amendments and_ back-tracking. 
A climate of defeat has grown up around this legislation in which the 
supporters of a liberal trade philosophy come with great fear and 
trembling, hoping that they can survive, ‘‘one more go around.” 

In effect, the overall attitude is that if we can just hold our own, 
we are doing well. All of this at time when we need the assembled 
strength of our economic foreign policy in order to meet the challenges 
confronting us from abroad. 

For 7 or 8 years this reciprocal trade agreements program has been 
hamstrung because the average American would not come forward 
and fight for the general good with the same determination that local 
interests pursue their own particular advantages. 

{ am inclined to think this attitude is changing. Sputnik has 
shaken a good many Americans out of their complacency and lethargy. 
At least it seems so in Memphis. 

Memphis is a city of almost a half million people. Like most 
Americans Memphians were, of course, concerned about the national 
security. Like most Americans this concern was seldom translated 
into action. Since October, however, these people have become 
information hungry, and they want to find out about the cold war, 
about underdeveloped countries, foreign aid and foreign trade. 

I move out into this community three or four times a week, appear- 
ing before groups that range in size from 400 people to as few as 25. 
At the close of each talk or discussion the reaction is generally the 
same. They want to know where to get more information and what 
they can do personally. For the first time in my experience there is 
a ground-swell of public responsiveness and a genuine interest in 
what is going on in Washington. I am sure that Memphis is not 
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unique in this. I am sure that concern and interest prevails Nation- 
wide. 

In the particular field of reciprocal trade legislation these people 
are seeing the act in the light of the overall, cold-war challenge. 
They are beginning to consider it as an important aspect of a total 
economic foreign policy. And it is my opinion that if you are looking 
for support and response for this bill, it is growing day by day in 


your own communities. To this public responsiveness vision and 
leadership in W ashington must be added. The history of our eco- 
nomic foreign policy in the years just past shows that when this 


public responsiveness is one? ae with energetic leadership, success- 
ful economic diplomacy results. 

In conclusion I would like to say this. We are confronted today by 
very real and very imposing challenges. In a changing world you 
cannot stand against progress; if you try, progress will sweep you 
aside. Among out allies important economic developments are taking 
place, bringing about the integration of Europe and the Common 
Market. Our policy must be devised to meet our needs in this respect. 
Among the underdeveloped peoples, the Soviet Union has launched a 
full-scale trade and aid assault. We must combat this. At home we 
must always strive to maintain high levels of employment; we must 
continually seek to expand market outlets; and we must always insure 
the supply of strategic raw materials. All of these can be achieved 
by a sound, rejuvenated economic foreign policy. 

To achieve this policy, we must, in my opinion, do two things. We 
must bring together into some kind of me saningful relationship the 
scattered programs of aid, trade, and investment, and try to present 
these in a coherent program that can be understood by the American 
people. Essential to this is the return of this economic foreign policy 
to the authority and direction of a single person—an Under-Secretary 
of State for Economic Affairs. Unless we do this I think we stand in 
jeopardy of losing the new responsiveness that is developing among 
the people. 

I am not advocating a ‘paper reappraisal’’ of our economic foreign 
policy. We have had enough studies made already. I would say 
respectfully, but nonetheless candidly, that the time has come for 
action. 

In my opinion the first step forward should be a 5-year renewal of 
the Trade Agreements Act without crippling amendment. That 
concludes my statement, Mr. Chairman. 

The Cuarrman. Mr. Pritchard, I am sorry I could not be here 
during the entire morning because of other official matters and that 
I could not be here to welcome you to the committee, but let me take 
& moment to advise the membership of the committee that I have 
known you for a number of years and that you were at the University 
of Arkansas one of our very outstanding athletes and particularly an 
outstanding football player during your collegeiate days. 

Mr. Pritcuarp. This is like playing Texas on a Saturday after- 
noon. At least I feel the same way. 

The CuarrMan. Thank you very much for coming to the com- 
mittee and giving us the benefit of your viewpoint. 

Mr. PritcHarp. Thank you, sir. 

The CHarrRMAN. Our next witness is Miss Marjorie Thompson. 

Miss Thompson, will you please identify yourself for the record 
by giving us your name, address and capacity in which you appear? 
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STATEMENT OF MARJORIE THOMPSON, ON BEHALF OF WOMEN’S 
INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, UNITED 
STATES SECTION 


Miss THompson. My name is Marjorie Thompson, 519 Old Buck 
Lane, Haverford, Pa., and I am speaking in behalf of the United 
States section of the Women’s International League for Peace and 
Freedom. 

‘] should like to express my appreciation, Mr. Chairman, at being 
allowed to present testimony before this committee. 

Our aim has been, since the League was founded in 1915 under the 
leadership of Jane Adams, to bring together women all over the world 
who believe in true justice and freedom and are determined in their 
efforts to try, as far as in them lies, to abolish the political, social, 
psychological, and economic causes of war. 

It is because of our concern with the economic causes that we have 
wished to testify today. 

We believe that an enlightened economic foreign policy must be 
the base on which our political foreign policy rests. 

New factors in the werld situation make an extended Reciprocal 
Trede Agreements Act more necessary for the United States than 
ever before. 

i shall want to speak later of what it means to those others who 
‘ struggling to preserve their freedom and enjoy democratic forms 
government. 

The establishment of the European Common Market made up of 
six European nations and the proposed organization of the much 
broader Free Trade Area, including Great Britain, means quite liter- 
ally that this country can no longer afford any kind of isolationist 
policy or any attempt to withdraw within its own boundaries. 

The Marshall plan did much toward the economic integration of 
the countries where it was in effect. The Schuman plan—the Coal 
and Steel Community——was another successful step in that direction. 
We should weleome further integration and strengthen it in every 
way we cen because it will raise living standards, help to remove 
tensions that lead to war between neiions, and strengthen the free 
world. 

However, we also have to face the problems that the Common 
Market poses for this country. Trade is ». two-wa Vv aie t. The 
goods we ship must be paid for by the coods we buy; the refore, exports 
roughly should oe imports, for an imbalance creates an unhealthy 
economy, not only for ourselves but for the whole world. Unless 
we have some means, such as the Trade Agreements Act, by which 
to negotiate unilateral tariff, we are in danger of losing our foreign 
markets. [ should like to quote frem the director of the legislative 
department end from the director of the AFL-CIO testimony which 
they presented before this committee. I quote: 


s) 
a 


of 


United States exporting industries will be faced with the problem of having to 
clear tariff barriers while their Kuropean competitors can export to other European 
countries in the Common Market without any tariff duties being imposed against 
them. Clearly the United States exporters will be operating under a severe 
competitive disadvantage. 


This disadvantage will affect both the manufacturers and labor, 
as well as our agrarian interest. What happens to those who have 
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things to sell when there are no markets in which to sell them is 
obvious, and therefore increased productivity would no longer be a 
way to lower high costs or increase wages 

As for labor “itse If, we have something like 4% million workers, 
according to the Department of Commerce, who depend on foreign 
trade for their employment, either directly or indirectly. 

Certainly during a recession and in a time of rising unemployment, 
we should in view of this try to strengthen our foreign trade rather 
than adopt a course that might weaken it. Undoubtedly, in some 
eases of highly protected industries, tariff adjustments might cause 
a period of difficulty while we adapted our production in the light 
of new imports, for we cannot step up our selling unless we step up 
our buying. The hardship would probably not be greater than that 
which normally accompanies technological changes. 

As one of the manufacturers said before this committee. Mr. 
William Blakely, who is executive vice president of the Caterpillar 
Tractor Co., said: 

if both U adhe’ States exports and foreign investments are to be sustained 
and expanded there must be more, not less, opportunity for foreign countries to 
sell whatever they have to offer to the United States markets. 

There is your two-way street, a way to peace. 

In the present state of flux of the foreign market and with the 
changing trade picture it is vitally important that we continue our 
membership in the General Agreement of Tariffs and Trade, known 
at GATT, and join the Organization for Trade Cooperation—OTC— 
which is the administrative structure for GATT and comprises 
between 30 and 40 countries. 

It will be remembered that the United States initiated both organi- 
zations. At the present time our contribution to GATT comes from 
the State Department’s contingency fund and is not a congressional 
appropriation, and our participation is based on the power to negotiate 
delegated to the President by Congress. 

This is one of the cogent reasons why the Reciprocal Trade Act 
should be passed certainly for a 5-year period, and longer if possible, 
in order to give long-term stability to our policies. It is important 
that we not only lower tariffs on appreninately the scale that they 
are being lowered over the 5-year period in the common market, but 
that we take part in the discussions and by our cooperation prevent 
external tariff walls being raised against us. If we were no longer a 
member of GATT, we ourselves would be at a great disadvantage, and 
furthermore would be in the position of having repudiated the prin- 
ciples of freer trade and nondiscrimination. 

Our trade is such a large proportion of the total trade that our 
withdrawal might be the cause of the dissolution of the organization, 
with resulting disastrous effects on the free-world economy. 

My arguments thus far have been, for the most part, based on the 
enlightened self-interest of the country as a whole, but I think we 
must also remember how often, when we were giving large sums to 
war-torn or undeveloped nations, the cry was raised: “Trade not 
aid.”” The Women’s International League for Peace and Freedom 
believes in both trade and aid in the form of economic and technical 
assistance. 

With a liberalized trade policy, we can accomplish a twofold pur- 
pose, and incidentally equalize competition for ourselves in our inter- 
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national trade. We can foster trade and we can in the long run 
strengthen these countries internally and raise their standard of 
living by making it clear, in our negotiations, that no tariff concessions 
will be granted on products made by workers where wage practices 
and wages are substandard in the exporting country. 

The less developed countries, as well as some more advanced ones, 
are under constant economic foreign policy which is liberal and wise. 

Walls must not be raised on either side, if the tensions that cause 
wars are to lessen or disappear. ‘If goods do not cross borders, 
armies will.’”” We must recognize the great stake this country has 
in world affairs and its vital interest in promoting economic stability, 
economic and social progress, and genuine peace. It was Talleyrand 
who said, perhaps cynically: ‘There are no friendships between 
nations, only communities of interest.” 

The basis of this community of interest is trade. The growth of 
trade between countries, and between the trading areas that are 
gradually forming in different regions, will draw the world closer 
together. 

j@ When nations are able to procure the goods and materials they need, 
freely and on fair terms, many of the tensions and causes of war will 
have been removed. 

For that reason, the women in the organization that I represent 
urge the extension of the Trade Agreements Act for a period of 5 years 
without weakening amendments. 

The CHarrMan. Miss Thompson, we thank you for coming to the 
committee and giving us the views of the Women’s International 
League for Peace and Freedom. We appreciate your very fine 
statement. 

Miss THompson. May I have just 1 minute to read a resolution 
that was passed at our last board meeting. 

The CHAIRMAN. Certainly. 

Miss THompson. This was adopted at the February 6-8, 1958, 
meeting of the national board. 


RESOLUTION ON ReEcIPROCAL TRADE ADOPTED BY THE NATIONAL BOARD OF 


Women’s INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM, FEBRUARY 
6-8, 1958 


The National Board of the Women’s International League for Peace and Free- 
dom, at its meeting in Philadelphia February 6-8, 1958, recommends the 5-year 
extension of the reciprocal trade agreements which has been advocated by the 
administration. We also support membership in the Organization for Trade 
Cooperation. 

The formation of the European Economic Community and the opening of the 
St. Lawrence Seaway in July 1959 make the evaluation and strengthening of our 
trade agreements of immediate importance. The administration’s favorable 
attitude on freer trade will have a significant and beneficial effect upon the future 
of the countries which are currently in economically unsound condition. 


The CuatrmMan. Mr. Curtis will inquire, Miss Thompson. 

Mr. Curtis. I want to join the chairman in congratulating you on 
a fine statement. I wish to say that I find myself in accord with 
everything that is said here. 

[ particularly want to commend your group for the statement that 
was made in the third to the last paragraph: 

We can foster trade and we can in the long run strengthen these countries in- 
ternally and raise their standard of living by making it clear in our negotiations 


that no tariff concessions will be granted on products made by workers whose 
wage practices and wages are substandard in the exporting country. 
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I regret that a study of what has been done in the past in our ne- 
gotiations shows we have neglected that. 

I am satisfied that if we will start emphasizing that more, we will 
both solve a great many of our problems of our domestic manufac- 
turers and at the same time really accomplish the objectives of the 
Reciprocal Trade Agreements Act. 

Miss THompson. We felt, too, that it would meet the objection 
about dumping goods made by cheap labor on our markets. 

Mr. Curtis. Of course, you point out one of the social standards 
that we set in our country for our people are wage scales, but there 
are health standards, there are standards against antitrust laws and 
so forth that we think are desirable for social advancement and those, 
too, are proper matters to be considered in the negotiations at the 
time we grant concessions. 

Miss THompson. Yes. Of course, I do say just wages are sub- 
standard. I could have mentioned the others. 

Mr. Curtis. That is right. It is the whole general concept that 
we have of what we regard as socially necessary in order to attain the 
standard of living we have been fortunate enough to attain in this 
country. 

Miss THompson. Thank you very much for your compliment, 

The CHartrman. Thank you again, Miss Thompson. 

Our net witness is Mrs. Chase 8. Osborn. 

Will you please identify yourself for the record by giving your name, 
address, and the capacity in which you appear. 


STATEMENT OF MRS. CHASE S. OSBORN, SAULT STE. MARIE, MICH. 


Mrs. Ossporn. I am Mrs. Chase 8. Osborn, Sault Ste. Marie, Mich., 
and Poulan, Ga., widow of a Republican Governor of Michigan, and 
author, with Governor Osborn, and alone, of books in the fields of liter- 
ature, geography, and history. 

I am here as a private citizen, representing no interest except a 
strong personal need to do all in my power to defend individual 
freedom. 

The survival of freedom itself is involved in this trade question. I 
care very much about freedom. 

This statement presents facts in the relationship of the United States 
to Iceland because that is an example, particularly easy to visualize, 
which makes the worldwide situation clear. 

In this little country hundreds of millions of dollars invested in a 
military base for NATO have failed to turn back Russian imperialism’s 
economic and political aggression, and our tariff policy has actually 
opened the door for Russian penetration. 

The statement is based on discussions over a period of 3 weeks in 
Iceland with such leaders as Hon. Bjarni Benedikisson, vice-chairman 
of the Independent Party, floor leader of the Opposition, former 
Minister of Foreign Affairs who signed the North Atlantic Treaty for 
Iceland; Hon. Emil Jonsson, then Acting Foreign Minister; Hon. 
Haraldur Gudmundsson, chairman of the Social Democratic ‘Party: 
Dr. Gylfi Gislasson, M. P., Minister of Education; Dr. Alexander 
Johannesson, rector emeritus of the University of Iceland, who pre- 
sided at the symbolic reunion of the Althing in 1944 when the Republic 
was proclaimed; Hon. Johann! Hafstein, M. P., president of the Iceland 
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Fisheries Bank and member of the Standing Committee of the NATO 
Parliamentary Conference; Mr. Kjartan Thors, president of the board 
of the Icelandic Trawler Owners Association; Hon. Benedikt Gréndahl, 
M. P., secretary of the Social Democratic Party and head of a large 
cooperative; Col. Ragnar Stefansson, public relations officer for the 
base at Keflavik; and others in the higher circles of government, 
education, business, diplomacy, religion, civil organizations and 
women’s groups, including the editors of the four non-Communist 
newspapers at Reykjavik. 

In the spring of 1956 the news broke out that Iceland was asking 
for the withdrawal of our troops from the NATO base at Keflavik. 
It struck me like the first Sputnik. It meant that the oldest republic 
in the West—the cradle-land of parliamentary government—was 
sliding under the control of Communist despotism. To me, as to 
President Eisenhower, this was incredible. I decided to go there and 
see for myself what was happening. 

I found this strategic island-nation well defended from military 
attack by army, air, and radar installations; but that the Com- 
munists had sufficient political and economic power to push the 
NATO base off the island—to defeat us there ignominiously—with- 
out the firing of a single gun. The one thing the Communists lack 
for the achievement of this victory is a wave of anti-Western or 
neutralist sentiment. It was such a wave that the Communists 
were riding in the spring ef 1956. The Hungarian revolution blew 
that wave away. We must expect that the Communists will continue 
to exert their cunning to whip up another wave. Meanwhile their 
power remains: 2 out of 6 cabinet posts are in the hands of the Com- 
munists; the labor union, with strike power able to cut Iceland from 
supplies by both sea and air, is under tight Communist control; the 
current of trade has been turned to the East away from the West. 

There were a number of contributory causes for the startling 
action of the Icelandic Parliament in 1956, but the taproot of the 
dangerous situation was national trade conflict. 

American fishing interests had gained high tariff protection against 
Icelandic fish, and were asking for still tighter restrictions. Added 
to the definite barriers, there was the factor of constant threat and 
uncertainty. Iceland had practically nothing but fish to sell abroad 
to get the means to purchase its supplies; and it is dependent on the 
outside world for practically everything. The attitude of our fishing 
industry made the United States seem to have no regard for Iceland 
except as a military base. This was perfect grist for the Communist 
propaganda mill, that the Americans were completely callous as to 
whether the people of Iceland lived or died. Moscow came in, 
then, agreeing to buy Icelandic fish—at a good price—for a term 
of years that banished uncertainty. The Communists appeared in 
the role of rescuers. 

One influential Icelander told me, as the one fact to be underlined, 
that as long as Iceland must increasingly sell and buy in the East, 
nothing can stop the growth of Russian influence on Iceland. 

While I was there an eastern delegation signed a trade agreement 
upping still more the percentage of Iceland’s trade with the Com- 
munist bloc. 
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A recent report to the New York Times (January 7, 1958), from 
the editor of Visir in Reykjavik, says 


Iceland’s foreign commerce in 1957 was characterized by the steady increase in 
trade with Eastern Europe, primarily with the Soviet Union, and the rapid decline 
in trade with the United States. * * * The Russians have increased their pur- 
chases of Icelandic products 40 percent since 1955; * * * during the same period 
imports from the Soviet Union have jumped more than 50 percent. * * * Trade 
with other countries behind the Iron Curtain has also been on the rise, especially 
with Eastern Germany, which has doubled its share. * * * The United States, 
which for years was Yeeland’s best buyer and supplier, has been relegated to 
second place in both categories by the Soviet Union. * * * Icelanders face the 
future with misgivings, both in the economic and political field. * * * Part of 
the government (i. e., the Communist) thinks Iceland’s difficulties can be solved 
by closer ties with the Soviet bloc. Many (pro-westerners) also think that the 
Western Powers are letting Iceland down, letting her slip into the Soviet bloc. 


Dr. Alexander Johannesson, rector emeritus of the University of 
Iceland, a pioneering airline executive as well as an internationally 
known philologist, has just written that— 


There is no better way to check their [Communist] influence than to increase 
steadily the trade between the United States and Iceland. 


If I may, I would like to file with this statement Dr. Johannesson’s 
letter and a cartoon he enclosed; also a clipping of the report to the 
New York Times by Mr. Hersteinn Piilsson. All are dated January 
1958. 

The CuarrMan. Without objection, that may be included in the 


record. 
(The material referred to follows:) 
UNIVERSITY OF ICELAND, 
Reykjavik, January 20, 1958 
Mr. WaLpEN Moors, 
Project Director, Declaration of Atlantic Unity, 
New York, N. Y. 

Dear Mr. WALDEN Moore: I have received your letter of January 9, in which 
ou inquire about my opinion regarding Mr. Hersteinn Palsson’s article in New 
York Times, January 7. 

There is no reason to doubt that the figures cited about Iceland foreign trade 
and national economy are correct. In broad outline the situation as described 
corresponds to facts—and these facts are not very palatable. 

There has been a steady and universal progress in Iceland since the separation 
from Denmark in 1918. At the turn of the century everything remained to be 
done. When we founded the Republic in 1944 we shouldered a responsibility of 
an independent, although small, Republic. But in later (especially the postwar) 
years we have spent a lot of money. But the money which we obtained through 
extraneous circumstances was almost entirely spent very wisely: in electrification, 
renewal of the fishing fleet, new machinery for agriculture, a fertilizer factory, 
a cement factory, etc. 

The increasing trade with Soviet Russia and its satellites has been of serious 
concern to us. The great majority of the Icelanders is full of admiration for and 
gratitude to the United States. (President Roosevelt was first to agree to the 
formation of the Republic in 1944 and was represented at the ceremony by a 
special ambassador—without his support the final step in the struggle for inde- 
pendence might have been a more difficult one.) It has been my opinion as that 
of many other Icelanders that the United States might have prevented the present 
trend in Soviet-Icelandic trade. The United States-Icelandic trade is quite in- 
significant to America. If Iceland has sold fish and fishery products to the 
United States in 1957 for 100 million kronur and bought American goods for 180 
million kronur whereas the Soviet-Icelandic trade had in the same year a turnover 
of 260 to 270 million kronur—would it not be possible and wise to exert some 
influence in order to reverse this proportion in favor of United States-Icelandic 
trade? 

It must be borne in mind that although the number of Communists has de- 
creased in later years, they have now scored a greater triumph than any time 
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before by placing two of their men in cabinet posts (out of six cabinet ministers), 
The aim of the Icelandic Communists is the same as that of Communists all over 
the world. They strive to create a Soviet Iceland, dependent on Moscow. They 
also receive generous support from Russia for this purpose. In my personal 
opinion, the Commmvanias Party should be banned, but that is not feasible. On the 
other hand, there is no better way to check their influence than to increase steadily 
the trade between the United States and Iceland and to make their strife as difficult 
as possible for them. This is the aim of the Icelandic Independence Party. In 
the national economy of Iceland the strike power is the most dangerous factor. 
This power has been wielded politically to great damage to the country from time 
to time, especially in 1955. It might be expected that if the Independence Party 
came into power, the Communists would again wield that terrible weapon, If an 
agreement cannot be reached about a tribunal in wage disputes among the respon- 
sible parties, it is our hope that the development will be similar here as in other 
Scandinavian countries: toward general wage agreements for 2 to 3 years at a time, 
With my kindest personal greetings, 
Yours sincerely, 
ALEXANDER JOHANNESSON, 


[New York Times, January 7, 1958) 


IceELAND’s TrapeE Drirts to Soviet as Her Trapge WitH UNITED STATES 
Drops 


By Hersteinn Palsson 


REYKJAVIK, IcELAND—Iceland’s foreign commerce in 1957 was characterized 
by the steady increase in trade with Eastern Europe, primarily with the Soviet 
Union, and the rapid decline in trade with the United States. 

Since 1955 the Russians have increased their purchases of Icelandic products 
from 156,400,000 Icelandic kronur (16.28 kronur equal $1) to 203 million in 1956, 
and almost 220 million in 1957. This is an increase of 40 percent since 1955. 

During the same period imports from the Soviet Union have jumped from 
172,700,000 in 1955, to 240,700,000 in 1956 and about 260 million in 1957. This 
means an increase of more than 50 percent and it is also to be noted, trade be- 
tween the two countries would probably have been even greater if Iceland had 
been able to deliver more herring in 1957 than she actually did. The summer 
season failed to a large extent and the fall season failed completely. 

Trade with other countries behind the Iron Curtain has also been on the rise, 
especially with Eastern Germany, which has doubled its share. 

While Eastern European countries have been increasing their trade with Ice- 
land, through agreements calling for additional exchange of goods, the United 
States have been on the defensive. In 1955 Iceland bought United States goods 
worth 290 million kronur, 246,600,000 worth in 1956, and about 180 million worth 
in the last year. This means a decrease of almost 40 percent in the 3 years. 

At the same time United States purchases in Iceland were worth 98,800,000 in 
1955, rose to 127,600,000 in 1956, but fell again to about 100 million in 1957. 


UNITED STATES OUSTED BY SOVIET 


Thus the United States, which for years was Iceland’s best buyer and supplier, 
has been relegated to second place in both categories by the Soviet Union. This 
is both caused by the increased purchases of the Soviet and steadily diminishing 
income from United States defense installations and construction in the Keflavik 
area and other parts of the country. 

Iceland for some years has had to contend with annual trade deficits runnin 
into hundreds of millions annually. In 1955, when the total exports amount 
to almost 850 million kronur, the deficit was no less than 415 million, and in 1956 
amounted to 440 million, when the exports jumped to 1,030 million. The ex- 
pected deficit in 1957 was around 400 million, with exports just off the billion 
mark. 

From 1951 until 1955 the deficit was offset by the income from the United States 
forces and their constructions, but these dollar earnings have been drying up. 
Nothing indicates that they may increase in the near future. 
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This has emphasized the need for foreign loans, and some were obtained last 
year in the United States. Since they were already earmarked for various con- 
struction purposes, they will only satisfy the currency hunger temporarily. The 
Government is, therefore, still looking for new ways to obtain loans. 


DROP IN FISHING CATCH 


Iceland’s economic difficulties have also been aggravated by the decreasing 
catches of the fishing fleet. The trawlers have not had such small catches during 
the last 10 to 15 years, and although last winter season was very favorable to 
the motorboats because the weather was exceptionally good, their catches con- 
tinued a downward curve. Only an increased number of boats kept the total 
catch up. This means that the increased subsidies needed last year are now 
insufficient, and fishing vessel owners have told the Government that if the 
subsidies are not raised as of January, the vessels will be kept off the fishing banks. 

To illustrate the big role these subsidies play in the Icelandic fishing industry, 
which supplies the nation with 95 percent of its exports, it suffices to mention 
that the big, modern trawlers obtain the equivalent of more than $300 for every 
operating day. 

These ominous trends in Iceland’s economy—smaller catches, dwindling dollar 
earnings, higher prices, increased difficulties in getting needed income for the 
Treasury, unchanged trade deficit with lessening chances of closing the gap, 
demands for mounting subsidies for the fisheries—evoke the question that many 
fear to face: Are circumstances and mounting difficulties going to force Iceland 
into devaluation? And then again; is devaluation going to be any better as 
a solution now than before, if it is going to be followed by a wave of strikes as 
formerly? 

Icelanders face the future with misgivings, both in the economie and political 
field. Part of the Government thinks Iceland’s difficulties can be solved by 
closer ties with the Soviet bloc. Many also think that the Western powers 
are letting Iceland down, letting her slip into the Soviet orbit. 
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Mrs. Osporn. On the surface there appears to be a dilemma: as 
to whether the interests of the fishing industry in the Eastern United 
States are going to be damaged, or our strategic base in Iceland is to 
survive. Actually there are alternative solutions, 

One wise course of action that has been offered as an amendment 
to the extension of the Reciprocal Trade Agreements Act would pro- 
vide, when tariff protection must be lowered for the sake of national 
security, that those industries which are disadvantaged shall file 
claims and be reimbursed for damages. Such a visible subsidy, which 
the American taxpayer would pay directly to injured American 
industries and their employees, would give the taxpayer lower prices 
on his purchases and gain for the said taxpayer a strengthening, by 
the ties of trade, of the defense bases that national security so greatly 
necds. The present hidden subsidy by tariff, which the American 
taxpayer cannot measure and pays for in higher prices, if uncontrolled 
by consideration of the larger welfare, can, as the example of Iceland 
shows, cut the ground from under major structures of national 
defense. 

There is also an alternative to the visible subsidy. Moscow is not 
attempting to carry on her trade offensive alone. Increasingly it is 
pooling the markets and products of its satellites, creating a coopera- 
tive bloc of despotisms which undertakes to provide a market wherever 
a market is needed, and especially where our trade door is closed. 
Our necessity, as shown in Iceland, to provide a free-world market 
for our partners and for other uncommitted nations, is a problem 
bigger than this country can solve alone. Keeping the plight of 
Iceland and the procedure of Moscow in mind, it seems clear that 15 
NATO partners, pooling their economic problems in a joint trade 
commission of some kind, could divide in some manner, among 14 
free nations, the Icelandic product. The disposition of that product 
must eventually persuade the Icelandic people which system best 
provides for the first need of Iceland, which is to earn its livelihood. 

We must meet this basic economic competition from the Communist 
bloe or we shall lose not only military bases but bits of the free world 
itself to devouring dictatorship. In the case of Iceland, we shall lose 
the spot where freedom under law first lifted its head in this millen- 
nium. Iceland’s Thingvellir—the place where the first parliament 
assembled in 930—is the political Mecca of western civilization. 

Whichever alternative 1s followed, the example of Iceland makes 
clear that final decision in the matter of trade restriction should not 
be left in hands too close to the power of any industry, whose vision 
may be limited by and to the outlook of that industry, but should be 
in the hands of the authority which is responsible for our protection 
from war and the preservation of our freedom, namely, the President. 
In a smaller zone of interest, the right of eminent domain is reserved 
to the representatives of all the people, their need taking precedence 
over individual property rights, for the building, say, of a public 
road; providing remuneration to the individual who suffers. Equal 
recognition should be given to a principle of eminent domain over 
individual industries when the security of all the Nation is at stake; 
with remuneration of the industry and the employees who suffer. 
[t is important to contrast the amount of money involved in a visible 
subsidy and the immense national need for a dependable base for 
security. 
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Keenly realizing what is happening to our vital defenses in other 
parts of the world, because I know clearly what is happening in 
Iceland, I plead that Congress extend to the executive branch, for 
5 years or indefinitely, the power and the responsibility of final 
judgment in matters of reciprocal trade; so that we may build, in 
addition to strong military bases, sound and secure defenses on the 
economic, political, and psychological fronts—not only for ourselves 
but for this thing called Freedom, which so many have suffered and 
died to give us, which is so largely entrusted to us now. 

The CHarrMan. Does that conclude your statement, Mrs. Osborn? 

Mrs. Osporn. Yes. 

The Cuarrman. I want to thank you, Mrs. Osborn, for coming to 
the committee and giving us the benefit of your views. 

You made a very fine statement for the committee. 

Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I, too, want to congratulate Mrs. 
Osborn for presenting these facts to us. There have been a number 
of articles written recently about this Iceland situation. 

It has come before this committee previously in some of the wit- 
nesses’ testimony. I think that this matter ought to be investigated. 

I frankly do not know what the facts are. I just checked with 
our staff to see if we ever had a report from the State Department as 
to just what has occurred here and what the actual facts are. 

You see, your plea for extension of 5 years of the Trade Agreements 
Act with the power in the Executive is not going to solve the difficulties 
that occurred in Iceland. If that was the basis of it, the executive 
did have the power to override the fishing industry. 

Mr. Chairman, I would like to request, if I may, that our staff 
request the State Department to give us a complete report on this, 
including the economic factors as well as what really went on. 

I should like to have that public information so that if there are 
misconceptions in these various articles that are being written about 
that, that that misconception be corrected and let us find out what 
really is the difficulty here. 

The Crarrman. The Chair proposes to have Mr. Dillon from the 
State Department before the committee in the course of these hearings 
prior to the conclusion of the hearings. 

I think it will probably be better for us to suggest ahead of time to 
Mr. Dillon that he come to the committee prepared to discuss this 
Icelandic situation. 

At that point, the gentleman from Missouri could add, through 
questioning of Mr. Dillon, additional facts for the record. 

Will that not be satisfactory? 

Mr. Curtis. I think it would. I would say, Mr. Chairman, that 
we might get into some matters that we could not publicize. I am 
anxious to have what information can be made public be made public 
because there is a lot of concern about it. 

On the surface I think everyone recognizes that we did suffer a 
diplomatic defeat in Iceland. Iceland is important and it is also 
entirely possible that we can use the case history of Iceland to give 
us some insight into what might be wrong with the way our Recip- 
rocal Trade Agreements Act is being carried out. 

I personally suggest that the difficulty lies in the improper analysis 
of the complications in the most-favored-nation provisions. 
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Mrs. Ossorn. There has been some misstatement in the amount 
of money involved. 

Mr. Curtis. It is inconsequential, really, in comparison to the 
United States trade. 

Mrs. Ossorn. It might pay us to buy it and use it for fertilizer. 

The CuHarrman. If there are no further questions, Mrs. Osborn, we 
thank you again for coming before the committee. 

We will now hear from our colleague from the other side, Senator 
George W. Malone, of Nevada. You are very welcome, sir. 


STATEMENT OF SENATOR GEORGE W. MALONE, OF NEVADA 


Senator Matone. The Constitution of the United States pointedly 
separates the regulation of foreign trade through the laying and 
collecting of ‘‘taxes, duties, imposts, and excises’’—and the fixing of 
foreign policy. 

Article I, section 8, says that the Congress shall have power— 


to lay and collect taxes, duties, imposts and excises * * * to regulate commerce 
with foreign nations * * *, 


Article IT, section 2, says the President— 


shall have power, by and with the advice and consent of the Senate, to make 
treaties, provided two-thirds of the Senators present concur; * * *, 

The 1934 Trade Agreements Act (so-called Reciprocal Trade) tied 
the two powers together in the hands of the President without bother- 
ing to amend the Constitution; thus creating a virtual dictatorship 
which the Constitution sought to avoid through the separation of 
powers. 

George Washington in his Farewell Address said: 

If in the opinion of the people, the distribution or modification of the constitu- 
tional powers be in any particular wrong, let it be corrected by an amendment in 
the way which the Constitution designates. But let there be no change by 
usurpation: for though this, in one instance, may be the instrument of good, it 
is the customary weapon by which free governments are destroyed. 

If it is the intent of the Congress to leave the authority to regulate 
foreign trade and the national economy in the hands of the Executive, 
who in turn may then delegate that authority to the State Department 
and ultimately to Geneva and the 36 foreign nations joined in the 
General Agreement on Tariffs and Trade, an amendment should be 
submitted to the people which states that the people wish to have 
Congress abrogate the powers delegated to it in article I, section 8 
of the Constitution and transfer those powers to the Executive to be 
administered as he sees fit. 

Through the 1934 Trade Agreements Act Congress attempted to 
delegate to the President the discretionary power ‘‘to lay and collect 
taxes, duties, imposts and excises’? or tariffs on imports into the 
United States, which it clearly had no power to do. 

The language of section 350 (a) of the 1934 Trade Agreements Act 
is clear in that it attempts such transfer to the President, with no 
prescribed formula, factual or otherwise, to regulate his action. 

Under my questioning before the Senate Finance Committee 
Secretary John Foster Dulles testified that the President could, at his 
discretion, trade a part or all of any industry to foreign nations if, in 
his judgment, such transfer would advance his foreign policy. 
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Under the authorization of the 1934 Trade Agreements Act the 
President, in 1947, organized the General Agreement on Tariffs and 
Trade (GATT), administered in Geneva, Switzerland, and operated 
by 36 foreign competitive nations. We are a member with one vote. 

These nations continue the division of American markets among 
themselves by the simple process of a continual lowering of tariffs 
through multilateral trade agreements. The “gimmick” there is that 
such foreign nations are not bound to keep their part of the bargain as 
long as they can — that they are short of dollar balance Ps iyments. 


This they will always be able to show until our wealth end markets 
are divided siimallis among them. 

As a result we are the only free import Nation in the world. Ali 
other Nations protect their workingmen and investors through teriffs, 


quotas, import permits, exchange permits or manipulation of the price 
of their money in terms of the dollar for trade advante ve 

All of this is well understood by our State Department snd is 
illustrated by their sponsorship of legislation providing specifically for 
Government appropriations to train for other jobs workingmen dis- 
placed by imports and to transport them to other areas. The legisl- 
tion also provides for compensation of the owners of the property 
rendered useless through such imporis. 

This a complete remaking of the industrial map of the United 
States is deliberately contemplated—and has proceeded on schedule 
since 1934. The impost of such rearrangement has been delayed by 
two wars and preparation for war. 

This is the Russian method, however, they do not need legislation 
to do the job. 

For almost 150 years the duties or tariffs on imports were adjusted 
on the basis of fair and reasonable competition—so that the American 
workingmen and investors could compete on an equal basis for the 
American market. 

Such adjustment did not prevent imports, but such products came 
in on a comparable basis with the American standard of living. 

The import taxes on these products of cheap foreign labor went 
directly to the United States Treasury to support our Government 
thereby lessening direct taxation. 

The import tax was an equalizing tax. It gave the low-wage nations 
equal access to our markets but no advantage, and allowed Americans 
to compete on an equal basis for the American markets. 

Congress seems to have developed a complex over the last 24 years 
that they must always pass something on every occasion. 

We simply need to sit still—pass no legislation, and revert to the 
Constitution of the United States in the regulation for foreign trade 
and the national economy. 

If the 1934 Trade Agreements Act (so-called reciprocal trade) is not 
extended the adjustment of the flexible tariffs reverts to the Tariff 
Commission, an agent of Congress, under existing law. 

The House Ways and Means Committee or the Senate Finance 
Committee may consider the regulation of any imported product at 
any time in the regular manner. However, the Tariff Commission is 
charged with continually keeping such tariffs in balance. 

If the act is not extended, after June 30 neither Geneva nor the 
State Department may make further trade agreements. 
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Upon 2 months’ notice, as provided in GATT, all Geneva multi- 
lateral trade agreements—and upon 6 months’ notice, all bilateral 
agreements expire and revert to the Tariff Commission. 

I am submitting a letter from the Tariff Commission dated January 
29, 1958, and a copy of section 336 of the 1930 act to follow my state- 
ment in the record. 

These two documents outline specifically how, and under what 
conditions, the regulation of foreign trade, through the adjustment of 
the flexible duties or tariffs, revert to the commission, and the definite 
principle laid down by Congress under which the Tariff Commission 
must conduct its business. 


Hon. Grorce W. MALONE, 
United States Senate. 


Dear SENATOR MALONE: Reference is made to your telephone request to Mr. 
McCauley of our legal staff, on January 28, 1958, for a statement of the provisions 
of the several trade agreements to which the United States is a contracting party 
governing termination of such agreements. You are particularly interested in 
the procedures available for terminating our outstanding trade agreement con- 
cessions on petroleum and petroleum products so as to accomplish the reinstate- 
ment of the statutory rates of duty on such articles. 

Subsection (b) of section 2 of the Trade Agreement Act of 1934, as amended, 
provides: 

“Every foreign trade agreement concluded pursuant to this act shall be subject 
to termination, upon due notice to the foreign government concerned, at the end 
of not more than 3 years from the date on which the agreement comes into force, 
and, if not then terminated, shall be subject to termination thereafter upon not 
more than 6 months’ notice.” 

All existing bilateral trade agreements to which the United States is a contract- 
ing party are now subject, in accordance with the terms thereof, to termination 
upon the expiration of 6 months after either the United States or the respective 
foreign country gives notice to the other party of its intention to terminate the 
agreement. 

Any contracting party to the general agreement on tariffs and trade (GATT) 
(including the United States), in accordance with the terms of the protocol of 
provisional application of the general agreement on tariffs and trade, is free to 
withdraw from the agreement upon the expiration of 60 days after notice of such 
withdrawal is received by the Secretary-General of the United Nations. 

The United States could, under the above-mentioned procedures, eliminate all 
trade agreement obligations. In these circumstances, the statutory rates of duty 
(or in certain instances, the rates established pursuant to section 336 of the 
Tariff Act of 1930) for the articles currently covered by trade agreement con- 
cessions would become effective. With respect to those articles covered in the 
GATT and not previously or presently covered in a bilateral agreement, the 
reinstatement of the effectiveness of the statutory rates of duty thereon could be 
accomplished solely by withdrawal from the GATT. With respect to those 
articles covered in the GATT, which are also covered in a bilateral agreement 
between the United States and a foreign country that is now a contracting party 
to the GATT, and the bilateral agreement has not been terminated, termination 
of the bilateral agreement in question, in addition to withdrawal from GATT, 
would be necessary to bring about the effectiveness of the statutory rates. Finally, 
with respect to those articles covered only in a currently effective bilateral agree- 
ment, termination of the said agreement would be necessary for the reinstatement 
of the statutory rates of duty. 

Petroleum, crude, fuel or refined, and all distillates obtained from petroleum, 
including kerosene, benzine, naphtha, gasoline, paraffin, and paraffin oil, not 
specially provided for, are free of duty under paragraph 1733 of the Tariff Act of 
1930. However, under the Internal Revenue Code of 1932, as amended, the 
following import taxes (duties) were provided for: Crude petroleum, one-half 
cent per gallon; fuel oil derived from petroleum, gas oil derived from petroleum, 
and all liquid derivatives of crude petroleum, except lubricating oil and gasoline 
and other motor fuel, one-half cent per gallon; gasoline or other motor fuel 2% 
cents per gallon; lubricating oil, 4 cents per gallon; paraffin and other petroleum 
wax products, 1 cent per pound. These taxes were continued in the Internal 
Revenue Code of 1939. 
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In 1939, pursuant to concessions granted by the United States in the bilateral 
trade agreement with Venezuela, the rate of tax on crude petroleum and fuel oil 
derived from petroleum was reduced to one-fourth cent per gallon, applicable to 
imports of such products which were not in excess of 5 percent of the total quan- 
tity of crude petroleum processed in continental United States refineries during the 
preceding calendar year. All imports in excess of this amount remained subject 
to the one-half-cent-per-gallon tax. 

In 1943, in a bilateral trade agreement with Mexico, the 5-percent-tariff-rate 
quota was superseded by a concession tax-rate of one-fourth cent per gallon on 
an unlimited quantity of imports of such articles. In addition, the tax on 
kerosene and liquid petroleum asphaltum, including cutbacks, and road oil was 
reduced to one-fourth cent per gallon pursuant to the Mexican agreement. 

In the GATT (Geneva 1947), a concession was made as follows: 

“Topped crude petroleum, fuel oil derived from petroleum including fuel oil 
known as gas oil, and all-liquid derivatives of crude petroleum (except lubricating 
oil and such derivatives specified hereinafter in any item 3422 (of the Internal 
Revenue Code), one-fourth cent per gallon.”’ 

This GATT concession contains a proviso to the effect that in no event shall the 
import tax applicable to topped crude petroleum be less than the rate of tax 
applicable to crude petroleum. 

The following rates of duty are also provided for in GATT: Mineral oil of medic- 
inal grade, derived from petroleum, one-half cent per gallon; gasoline and other 
motor fuel, 1% cents per gallon; lubricating oil, 2 cents per gallon; and paraffin 
and other petroleum wax products, one-half cent per pound. 

Effective January 1, 1951, the bilateral trade agreement with Mexico was 
terminated. This resulted in (a) the reinstatement of the concessions granted in 
the bilateral trade agreement with Venezuela, with particular emphasis on the 
reestablishment of the 5-percent-of-domestic-refinery-output tariff-rate quota, 
supra, and (b) the tariff-rate quota becoming applicable to topped crude petroleum, 
in accordance with the proviso to the GATT concession, supra. This joint 
Venezuela-GATT arrangement remained in effect until late 1952. 

In 1952, the President entered into a trade agreement supplementary to the 
1939 agreement with Venezuela. Pursuant to this agreement (effective October 
1952), the tariff-rate quota on crude petroleum, fuel oil, gas oil, and topped crude 
petroleum was removed. In addition, the tax on these products testing under 
25° (American Petroleum Institute) was further reduced to one-eighth cent per 
gallon. Also, the following GATT-rates were granted to Venezuela: Gasoline 
or other motor fuel, 1% cents per gallon; lubricating oil, 2 cents per gallon; and 
paraffin and other petroleum wax products, one-half cent per pound. 

The Internal Revenue Code of 1954 reenacted the taxes originally established 
by the 1932 code, as amended, and continued in the 1939 code, but such reenact- 
ment specifically preserved existing trade agreement rates. 

In order to accomplish the reinstatement of the statutory rates of duty on 
these petroleum products by the ‘termination’ process (as distinguished from 
elimination of the particular concession by such negotiating procedures as may 
be available), it would be necessary for the United States to withdraw from the 
GATT and to terminate the bilateral agreement with Venezuela. It should be 
noted that the termination of trade agreements would not, in all instances, result 
in higher duties. The higher-than-statutory rates of duty which have been 
established pursuant to the trade agreements legislation (including those estab- 
lished under the “escape-clause’”’ procedure), would be superseded by the lower 
statutory rates. 

Sincerely yours, 
Epcar B. Brossarp, 
Chairman, United States Tariff Commission. 


THe Tarirr Act or 1930 
Pusuiic Law 361 
EXCERPTS FROM SECTION 336 


Sec. 336. EqQuALIZATION OF Costs oF PRODUCTION. 


(a) CHANGE OF CLASSIFICATION OR Duties.—In order to put into force and 
effect the policy of Congress by this Act intended, the commission (1) upon re- 
quest of the President, or (2) upon resolution of either or both Houses of Congress, 
or (3) upon its own motion, or (4) when in the judgment of the commission there 
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is good and sufficient reason therefor, upon application of any interested party, 
shall investigate the differences in the costs of production of any domestic article 
and of any like or similar foreign article. In the course of the investigation the 
commission shall hold hearings and give reasonable public notice thereof, and 
shall afford reasonable opportunity for parties interested to be present, to produce 
evidence, and to be heard at such hearings. The commission is authorized to 
adopt such reasonable procedure and rules and regulations as it deems necessary 
to execute its functions under this section. The commission shall report. to the 
President the results of the investigation and its findings with respect to such 
differences in costs of production. If the commission finds it shown by the investi- 
gation that the duties expressly fixed by statute do not equalize the differences 
in the costs of production of the domestic article and the like or similar foreign 
article when produced in the principal competing country, the commission shall 
specify in its report’ such increases or decreases in rates of duty expressly fixed 
by statute (including any necessary change in classification) as it finds shown by 
the investigation to be necessary to equalize such differences. In no case shall 
the total increase or decrease of such rates of duty exceed 50 per centum of the 
ates expressly fixed by statute. 

(b) CHANGE TO AMERICAN SELLING Price.—If the commission finds upon any 
such investigation that such differences cannot be equalized by proceeding as 
hereinbefore provided, it shall so state in its report to the President and shall 
specify therein such ad valorem rates of duty based upon the American selling 
price (as defined in section 402 (g)) of the domestic article, as it finds shown by 
the investigation to be necessary to equalize such differences. In no ease shall 
the total decrease of such rates of duty exceed 50 per centum of the rates expressly 
fixed by statute, and no such rate shall be increased. 

(ec) PROCLAMATION BY THE PRESIDENT.—The President shall by proclamation 
approve the rates of duty and changes in classification and in basis of the value 
specified in any report of the commission under this section, if in his judgment 
such rates of duty and changes are shown by such investigation of the commis- 
sion to be necessary to equalize such differences in costs of production. 
® (d) Errective Date or RATES AND CHANGES.—Commencing 30 days after 
the date of any presidential proclamation of approval the increased or decreased 
rates of duty and changes in classification or in basis of value specified in the 
report of the commission shall take effect. 

(e) ASCERTAINMENT OF DIFFERENCES IN Costs oF Propuction.—In ascer- 
taining under this section the differences in costs of production, the commission 
shall take into consideration, insofar as it finds it practicable: 

(1) IN THE CASE OF A DOMESTIC ARTICLE.—(A) The cost of production 
as hereinafter in this section defined; (B) transportation costs and other 
costs incident to delivery to the principal market or markets of the United 
States for the article; and (C) other relevant factors that constitute an 
advantage or disadvantage in competition. 

(2) IN THE CASE OF A FOREIGN ARTICLE.—(A) The cost of production 
as hereinafter in this section defined, or, if the commission finds that such 
cost is not readily ascertainable, the commission may accept as evidence 
thereof, or as supplemental thereto, the weighted average of the invoice 
prices or values for a representative period and/or the average wholesale 
selling price for a representative period (which price shall be that at which 
the article is freely offered for sale to all purchasers in the principal market 
or markets of the principal competing country or countries in the ordinary 
course of trade and in the usual wholesale quantities in such market or 
markets); (B) transportation costs and other costs incident to delivery to 
the principal market or markets of the United States for the article; (C) other 
relevant factors that constitute an advantage or disadvantage in competition, 
including advantages granted to the foreign producers by a government, 
person, partnership, corporation, or association in a foreign country. * * * 


The CHarrMan. Are there any questions? 

Thank you, sir, for giving us your views and feel free to come back 
any time you so desire. 

Senator Martone. Thank you, sir. 

The Cuamman. We will now hear from another one of our col- 
leagues from the other side, Senator Henry M. Jackson, of Wash- 
ington. You are very welcome, sir. 
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STATEMENT BY SENATOR HENRY M. JACKSON, OF WASHINGTON 


PLYWOOD WORKERS’ PROPOSALS FOR STRENGTHENING THE ‘ESCAPE 
CLAUSE”’ PROVISION OF THE TRADE AGREEMENTS EXTENSION ACT OF 
1951 








Senator Jackson. I have received many communications from ply- 
wood workers in Washington State who point out that the hardwood 
plywood market is being taken over by imports from Japan. 

The communications I have received urge modification of the exist- 
ing law to achieve two objectives: 

1. The Congress should exercise the right of approving or dis- 
approving Tariff Commission recommendations under the ‘escape 
clause” provision of the Trade Agreements Act. 

2. The act should be tightened to insure that import quotas will be 
applied when justified by the injury to domestic industry. 

As the committee is well aware, the Tariff Commission has rarely 
been sympathetic with the pleas of domestic industries for assistance. 
Furthermore, even when the Tariff Commission has recommended 
relief, the President has almost invariably refused to act. 

When the Congress approved the “escape clause” provision of the 
act (sec. 7 of the Trade Agreements Extension Act of 1951), it was 
recognized that desperate inequities could result if, as a result of trade 
concession, domestic industries were forced out of existence. Section 
7 is supposed to offer relief in this situation. Unfortunately, our 
experience with plywood imports offers another example of how the 
Congress’ intent is not being carried out with vigor by those who have 
the authority to act. 

Plywood imports are now subject to import duties which vary 
from 15 to 40 percent ad valorem, according to species, as follows: 


Percent 
ad valorem 
PRON oe ie ‘ 15 
Alder and parana pine wax hen oh cet Sete 25 
Red pine -_- ‘ . albeierelatad tr ree 19 
Spanish cedar ‘ staal isha in i Set a. . 10 
Other species._......_.----- 5 Sec erat 20 


Except for Spanish cedar, daheda are reduced trade-agreement rates 
saasdbon from a concession granted by the United States in the 
General Agreement on Tariffs and Trade (GATT). The original 
rates in the Tariff Act of 1930 were 50 percent ad valorem on alder 
and birch and 40 percent ad valorem on other plywood. 

In 1955 the Tariff Commission completed an escape-clause investi- 
gation covering hardwood plywood (which, according to the Tariff 
Commission, constitutes over 98 percent of the ply wood imported 
into the United States). The Commission issued a report claiming 
that “hardwood plywood is not being imported into the United 
States in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing 
like or directly competitive products.”’ Consequently, the Commis- 


sion made no recommendation to the President for establishment of 
quotas or other action for withdrawal or modification of the con- 
cessions on plywood. 

The Commission’s investigation was based on the situation in 1954. 
At that time plywood imports amounted to 434,637,819 square feet. 
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The latest figures the Tariff Commission has provided indicate im- 
ports rose to 846,712,237 square feet in 1957. At the same time that 
imports have been increasing, our domestic industry has faced a 
severe economic pinch. For 2 years our lumbering and wood prod- 
ucts industries have suffered from the recession which only recently 
hit come other segments of the economy. Whereas, in the past, the 
plywood industry continued to grow in the face of import competition 
because of the greatly expanding market, our domestic industry has 
now shrunk. Many plywood plants in Washington State have 
reduced their labor force, gone on shortened workweeks, or closed. 

It is crucial that another look be taken at the need for plywood 
import restrictions. But the only step available to the plywood 
industry is to make another “escape clause” application to the Tariff 
Commission. Once again, the burden of proof is on them—they 
must gather the evidence, prepare the substantiation of their appli- 
cation and present it to a Commission which turned them down 
before. Even more discouraging to those who might file an addi- 
tional application is the record on those cases in which the application 
has been successful and the Tariff Commission has recommended 
assistance. On all but a very few items the President has declined 
to act. What are the exceptions? Since the adoption of the “‘escape 
clause”’ the following articles have been granted relief: women’s fur 
felt hats and hat bodies; hatter’s fur; dried figs; alsike clover seed; 
watches, movements, and parts; bicycles; toweling, flax, hemp or 
ramie; spring clothespins; and safety pins. 

Essential as relief may be to the safety-pin industry, the President’s 
support in this case inspires some sad laughter from our plywood 
workers who are losing their jobs or working short weeks. On the one 
hand, our plywood industry has been squeezed by tight money, by 
decreased housing construction, and the recession. On the other 
hand, the industry sees imports increasing while the overall market 
dwindles. They have received no help from the administration on 
either problem. 

If the Trade Agreements Act is to be extended as the President 
has most strongly urged, then teeth must be put in the “escape clause”’ 
provision. Otherwise, the Congress is going to see an overwhelming 
demand from industry and labor for “junking the whole program. 

The communications I have received from plywood workers in 
Washington State are sensible and thoughtful. They take a most 
reasonable stand, in view of the hardships they are facing. I sincerely 
commend their suggestions which I believe deserve sympathetic 
consideration by the committee. 

The CuarrMan. Are there any questions? 

Thank you, sir, for giving us your views and feel free to come back 
any time you so desire. 

We will now hear from our colleague, the Honorable John Taber, of 
New York. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE JOHN TABER, OF NEW YORK 


Mr. Taser. Industries in this country are very much upset. We 
must keep the wheels of industry turning and avoid the things that 
creep up on us unless we are able to keep the wheels of industry turning 
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in order to maintain the American economy and continue to pay the 
wage scales that our people are accustomed to. 

Just recently the Ways and Means Committee had to bring out a 
bill and put it through on the floor extending to higher class wools 
the right to come in free of duty so that our carpet industries could 
compete with those of other countries in Europe and elsewhere. 

At this moment our rope and twine industries are in very difficult 
shape because of the fact that baler and binder twine can come in 
free of duty. We are fast approaching a situation where in the event 
of war we would have no rope or twine industry which would be able 
to carry us forward. When we have had trouble it has always been 
the domestic industries that have pulled us out and always after we 
have had a war, the first approach has always been to open up our 
markets and then we begin to suffer a drop in employment and a 
general slackening of business. 

For instance, the baler twine industry has dropped to 107 million 
pounds in 1955 from a total of 140 million pounds in 1951, while the 
imports have risen from 26 million pounds in 1951, to 117 million 
pounds in 1955. 

Steel wire, nails, and woven wire cloth are being imported in large 
quantities espec ‘ially along the eastern seaboard which is the natural 
market of people in my district. These goods are imported because of 
the low prices at which they are offered re presenting very largely 
countries where the wage scale is about 25 percent of what it is here. 
With the Reciprocal Trade Agreements Act, the tariff on fine wire has 
been reduced from 25 percent to 9 percent and industrial wire cloth 
from 50 percent to 25 percent, and on the cheaper types from 25 
percent to 10 percent. 

The salt producers are plagued by the absence of any duty upon the 
imports of salt and the market for salt to be used on our highways 
has dropped down to the point where because of the high freight 
rates on the railroads and the high wages that have to be paid to the 
employees, there is no possibility of their obtaining a market on the 
eastern seaboard. 

Under these circumstances and scores of others where the duty is 
creating a competitive wall that is driving our people out of employ- 
ment, I hope that we will not extend the Reciprocal Trade Agreements 
Act again. If we are to maintain our wage scale and have any type of 
prosperity in the United States, it is necessary that this reciprocal 
trade proposition be defeated. The exporters are going to be in 
trouble because of the lack of a domestic market if all our factory 
towns are turned into ghost towns. 

The Cuarrman. Are there any questions? 

Thank you, sir, for giving us your views. 

We will now hear from our colleague, the Honorable Walt Horan, of 
Washington. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE WALT HORAN, OF WASHINGTON 


Mr. Horan. Mr. Chairman, | thank the committee for allowing me 
to appear before you on behalf of the mining industry—particularly 
the mines in my congressional district. The quarterly report for the 
quarter ending ‘December 31, 1957, for one of the I: argest lead and zinc 
mines in our part of the Nation contains a statement which I think 
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pretty well summarizes the problem which confronts the mining 
economy of today. It reads as follows: 

Foreign imports of lead and zine are continuing to enter our country in un- 
precedented volumes at prices below our domestic quotations and are causing an 
imbalance between supply and demand. So long as this situation persists, prices 
for our metals will continue to be inadequate to provide reasonable profits. We 
sincerely hope that relief will come shortly, either through the balancing of world- 
wide supply and demand or from governmental protection and that it will result 
in a substantially improved condition for the industry. 

This, gentlemen, is the problem we are faced with. In my area, the 
largest lead and zinc mine in the State of Washington has had to cut 
its work time from a 6 to a 4 day week. ‘The largest copper mine in 
the State—which produces 90 percent of all the copper in the State 
of Washington and which is also located in my congressional distriet— 
has closed permanently. 

The only chrome ore producing plant on the Pacific Coast is located 
in Spokane, Wash. ‘This plant also shut down just last month. I 
realize that this committee does not have any direct control over 
the uranium markets but it is also a fact that the buying of foreign 
uranium at higher prices than our domestic producers are asking is 
causing complete chaos in this field. 

Believe me when I say that I could cite example after example prov- 
ing that the mining economy has reached the point when they are now 
depending on us to save this vital industry from utter collapse. 

I would like to commend you, the members of this committee for 
your conscientious work in helping to arrive at constructive legislation 
which will save our mines and I sincerely hope that your efforts will 
be the answer to the hopes of many hundreds of citizens who are 
presently unemployed in my district. Thank you. 

The CuHarrMan. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleague, the Honorable Charles W. 
Vursell, of Illinois. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE CHARLES W. VURSELL, OF 
ILLINOIS 


Mr. Vursetut. Members of the committee, I shall make my testi- 
mony very brief, as I feel that representatives of the oil industry have 
brought to your attention in their testimony practically all of the in- 
formation the committee needs, so as to give you a clear picture of 
the rather sick condition of the oil industry nationwide. 

I can speak with factual knowledge as to the tri-state situation, 
which area embraces Illinois, Indiana, and Kentucky, as my district 
in southern Illinois produces about two-thirds of the crude oil from 
my State. 

I have had a chance to observe the hundreds of riggs and the thou- 
sands of employees busily engaged in the production of oil in the years 
past, and I have had an opportunity to observe the tremendous de- 
cline which has continued to get worse through 1956, 1957, and into 
this year, 1958. 

The same thing has happened in Indiana and Kentucky. In fact, 
oil well drilling fell off 24 percent in 1957, and thus far in 1958 well 
completions are down 23 percent below the 1957 production. Rotary 
riggs active in the whole tri-state area declined 31 percent in 1957 
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under 1956, and have further declined 20 percent under 1957 up to 
the present time. 

Employment in oil and gas producing industry declined 17,000 per- 
sons between August and November 1957, with a further decline so 
far in 1958. 

In the light of these circumstances, unless positive and effective 
action is taken, it would seem to me that Congress, if it does its duty 
in protecting the oil industry of the United States will be compelled 
to take legislative action that will give this great industry the relief 
that it must have if it is to fill its two great and important missions: 
One, to continue to furnish two-thirds of the power for industry in 
this Nation, and two, to continue to power the Army, the Navy, the 
Marines, the Air Force, yes, and the defense of our Nation. 

I feel that section 7 of the Trade Agreements Act must be strength- 
ened by legislative action that will limit oil imports more closely to 
the 1954 ratio of imports to the demand for oil in this country, as 
recommended by the President’s Cabinet-level Committee over a 
year ago. 

The Cuarrman. Are there any questions? Thank you, sir, for 
giving us your views. 

The Cuarrman. We will now hear from our colleague, the Hon- 
orable Russel V. Mack, of Washington. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE RUSSELL V. MACK, OF 
WASHINGTON 


Mr. Mack. Mr. Chairman and members of the committee, I thank 
you for this opportunity to inform your committee of a very serious 
unemployment condition in the Pacific Northwest States of Oregon 
and Washington that has resulted from too heavy imports of Japanese 
plywood. 

Japanese plywood imports which were only 13 million square feet 
in 1951 and 21 million square feet in 1952 increased to more than 686 
million square feet in 1957. 

These 1957 imports of Japanese plywood had a wholesale value of 
about $60 million and were the equivalent of the combined output of 
12 large plywood mills that employ a total of about 5,000 American 
plywood workers. Because of these plywood imports about 5,000 
American workers in plywood mills of the South and Pacific North- 
west are out of jobs and in addition in the two areas about 4,000 
loggers who supply these mills with raw material are unemployed. 
As the result of this heavy unemployment in plywood producing areas, 
which is largely the result of plywood imports from Japan, many 
small businesses and their employees are suffering employment-wise 
and income-wise. 

T am inserting here a table showing how Japan’s plywood production 
has expanded during recent years and how her shipments of plywood 
into the United States has increased by leaps and bounds year after 
year. This table follows: 
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Japan production and exports to United States of plywood 
{In million square feet] 








Exports to | Exports to 
Year Production United | Year |Production United 

| States States 

| 
Ri ocegaseas naghvuencap awk 625 Bt ac ntawk an nee eabewaverds 1, 800 436 
Shs chablbtsh ddbb eb deans 789 GH Bib cdcesccduccaweltbe 2, 250 541 
i iceseices le atime subigaiee 1, 064 AE Os «i chen shih paneer anes hem Radmiel 686 
SOUR w wihidischibdcuaaked 1, 404 311 


There have been rumors and reports that Japan voluntarily has 
agreed to curtail her exports of plywood to the United States to 400 
million feet a year. I can find no official evidence of this. 

A dispate h from the United States Embassy in Tokyo to the Ameri- 

can State Department (No. 894391) dated September 1957 said that 
Japan had agreed to curtail her plywood exports to the United States 
for the 6 months, October 1, 1957, to April 1, 1958, to 310 million 
board feet. T his, on an annu: il basis, would be to 62 0) million board 
feet. This, if adhered to, would be a reduction of only about 10 per- 
cent on the 686 million feet of plywood Japan shipped into the United 
States in the calendar year 1957. Such a small eduction would have 
no appreciable effect in increasing jobs in the American plywood 
industry. 

I have obtained figures showi ing Japan’s shipments of plywood 
figures in the last quarter of 1957. Theses how that in the last 3 
months of 1957 United States imports of Japanese plywood totaled 
167 million board feet. 

Imports by months of plywood from Japan were: October, 58 mil- 
lion board feet ; November, 44 million board feet; and December, 65 
million board feet. This is at about the same rate of plywood imports 
from Japan as for the entire year 1957 and far above the 1956 import 
figures. 

“The w age rate in the Japanese forest product industry is only 1114 
cents an hour. Our American workers cannot and should not be ex- 
pected to compete with such a low-wage scale. 

It is interesting to note that Japan last year shipped goods of all 
kinds valued at $625 million into the United States. Ply wood exports 
from Japan represented, therefore, about 10 percent of her total 
exports to the United States. Our plywood industry is one of the 
hardest hit of all industries by these Japanese imports. 

The Japanese plywood industry is still expanding and growing as 
the table of Japan’s plywood production indicates—increased from 
625 million board feet in 1951 to 2,250 million board feet in 1956 
and to 2,600 million board feet in 1957. I am told the rated annual 
capacity of her plywood mills is now about 3,600 million board feet. 
In short, Japan’s plywood mills can produce a billion feet a year more 
plywood than they produc ed last year. 

Unless something is done by the Ways and Means Committee and 
Congress soon to place some limits on these Japanese plywood ex- 
ports, our American plywood industry and its workers will suifer 
even more severely in the months and years ahead than it is suf- 
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fering employmentwise and prosperitywise now. If Japanese ply- 
wood exports continue to increase, more of our American plywood 
mills will be forced out of business. 


JAPAN USES RUSSIAN LOGS 


Logs from the Soviet Union now are being used by Japan in the 
making of her plywood. This means that when Americans buy 
Japanese prerens they are, indirectly, trading with Russia and 
thereby helping the Soviet economy. 

Where do I get the information that Japan is buying logs from 
Russia? I obtained it from a Japanese source, and from a Japanese 
authority. 

The Lumberman, of Portland, Oreg., a large and influential trade 
paper of the Pacific coast lumber industry, recently published a news 
article written by its Tokyo, Japan, correspondent, Mr. Kenji Sakai. 
The news article by Tokyo correspondent Sakai, as published in the 
Lumberman, follows: 


JAPANESE To INCREASE SOVIET TIMBER IMPORTS 
(By Kenji Sakai, the Lumbermen’s Correspondent, Tokyo, Japan) 


Late in 1957 a general trade agreement was at last realized between the Soviet 
Union and Japan. As result, Japanese importation of Soviet timber in 1958 will 
be more than three times as much as in 1957. 

In 1957, Japan imported nearly 60 million feet of Siberian coniferous wood. 
In 1958, Japan is enabled to import up to 500,000 cubic meters. This would be 
equivalent to about 198 million feet. MITI has arranged a permit for the use 
of foreign currency held by Japanese for the import. 

The outlet windows composed by importing firms have organized a new import 
association. On the other hand, the actual recipients of the Soviet timber are 
now composing a nationwide federation of North Seas Timber Import Associa- 
tion and this federation composed of nationwide timber merchants and sawmills. 

Annual Japanese import of North American timber has held a level of 70 mil- 
lion feet or so. There is a difference in species and monetary value by species, 
but so far as quantity is concerned, the import from North America will be 
superseded in 1958 and onward by the import from the Soviet. 


You will note that Correspondent Sakai, in this article, reports that 
whereas Japan imported 60 million board- ‘feet of logs from Russia in 
1957 that she expects to import from Russia 198 million of Russian logs 
in 1958. 

One thousand board-feet of logs produces 1,500 board feet of 3-ply 
plywood. If all of the Russian ‘logs imported this year were used in 
making plywood panels, they would produce about 300 million board- 
feet. of plywood. If, however, the Russian logs were used only to 
make core stock for plywood panels, the Russian ‘logs could go into the 
making of almost 1 billion board-feet of Japanese-made ply wood. 

A Japan forest-resource utilization rationalization conference in a 
statistical report on Japanese timber imports from Russia gives the 
following figures: 


Japanese import of Soviet timber 
Board measure 


Ne ee eee ee erence erin tie eaten 960, 000 
nt ee iio ela Ce 8, 160, 000 
RN I ce Nc Natacha abides SALA Daibealbidi aebdeininth Raced stiches 26, 000, 000 


Tokyo newspaper correspondent Kenji Sakai in his article in the 
Lumberman says that Japan’s 1957 imports of timber from Russia 
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were about 60 million square feet or more than double the quantity 
imported in 1956 and that 1958 imports from Russia are estimated to 
be 198 million square feet. or 6 times the quantity of Russian timber 
Japan imported from Russia in 1956. 


QUOTA LIMITS URGED 


My constituents in the plywood industry, its operators and its work- 
ers, are not asking that our doors be closed tightly against all Japanese 
plywood imports. We are asking, however, that quota limits on the 
amount Japan is permitted to ship into the United States be imposed. 

We believe that if Japan were permitted to ship into the United 
States 250 million square feet of plywood a year instead of the almost 
800 million square feet she now is shipping annually into our country 
that Japan still would have a large market in the United States—a 
far larger market for Japanese plywood than she ever enjoyed prior to 
Pearl Harbor and World War II. However, by limiting her to 300 
million feet valued at $20 million a year about 3,700 jobs in American 
mills could be saved for American plywood workers and 2,500 other 
jobs created for loggers who are now idle. 

The Cuarirman. Are there any questions? Thank you, sir, for giv- 
ing us your views. 

We will now hear from our colleague, the Honorable James T. Pat- 
terson, of Connecticut. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE JAMES T. PATTERSON, OF 
CONNECTICUT 


Mr. Parrerson. I am Congressman James T. Patterson, represent- 
ing the Fifth District of Connecticut, comprising the famous Nauga- 
tuck Valley, the center of the copper and brass mill industry of the 
United States. 

I am presenting this statement before this committee because I am 
convinced that the interests of my people demand that this Trade 
Agreements Act not be extended for 5 years and that additional tariff 
cutting powers not be granted in excess of the ones which the President 
already has. My contention is that this Trade Agreements Act should 
be extended for 1 year only until a final assessment has been made of 
the regression in our current production with the concomitant unem- 
ployment so very evident today and the general effects on our foreign 
commerce. 

I am opposed to this extension for the following reasons: 

I submit that the Trade Agreements Act as extended during the last 
10 times has not achieved true reciprocity in its avowed purpose of 
reducing tariff levels by foreign countries. I am convinced that its 
extension as well as additional cuts in tariffs will not achieve equitable 
reciprocity, nor increase trade volume. At this moment, 89 foreign 
countries have various impediments to the flow of trade and capital 
and our exporting community finds these trade barriers most onerous. 
Forty-six countries require export licenses ; 62 countries require import 
licenses; 33 countries have exchange licenses and approximately 30 
countries have restrictions on incoming and outgoing capital move- 
ments. These trade and exchange restrictions are not indicative of 
true reciprocity. 
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Weare being asked to extend our Trade Agreements Act for 5 years 
because of possible tariff concessions which might have to be applied 
to the European Common Market which will certainly restrict our 
export trade without such concessions or negotiations. There is also 
much talk of a Northern European Common Market, of one in Latin 
America, and of one in the Far East. Surely, if our cuts in tariffs 
have not reduced the trade hindrances which we have expected on a 
reciprocal basis, then certainly these new and additional marketing 
agreements or unions, with the resultant trade barriers inherent in 
such unions, will most certainly inhibit additional United States 
exports. Tariff cuts on our side cannot therefore increase exports, 
but will most certainly add to our import troubles. 

Secondly, I submit that the dollar gap of which so much is spoken 
is a chimaera in the minds of economists who forget that the dollar 
gap is merely the difference between exports and imports. Foreign 
countries receive dollars also from services which they sell to us, such 
as shipping, from tourism, from our investments, as well as from our 
vast foreign aid programs. In fact, the dollar gap is on our side 
because consistently during the last 10 years, foreign countries have 
built up their dollar and gold reserves at the expense of the United 
States. Thiserosion of our gold reserves is so enormous that currently 
from 10 to 13 billion dollars of our current gold stock of $23 billion 
are earmarked for foreign countries. 

Thirdly, I submit that the extension of this Trade Act and the 25- 
percent cut in tariffs will result in more jobs being destroyed. I and 
many other Congressmen representing industrial districts have been 
told of the difficulties caused by excessive imports in the ‘elds of tex- 
tiles, textile machinery, glass, ceramics, hardwood, plywood, heavy 
electrical equipment, bicycles, brass mill products, rubber goods and 
many others. We are told by the administration spokesmen that 4.5 
million jobs are related to foregin trade and that less than 200,000 
jobs will be affected should all tariffs be eliminated. It seems strange 
to me that even with tariffs as low as they are today, excessive imports 
are already injurying the workers in 40 to 50 industries. Is it not 
therefore laaical to expect that if tariffs are cut even more, many 
other industries will be injured by excessive imports ¢ 

Fourthly, I submit that it is most necessary that the United States 
stay strong economically. Our prosperity has a profound influence 
on the economic welfare of the world. A recession here and the re- 
sultant lack of buying in foreign areas for raw and strategic materials 
will affect many other nations. Our current unemployment figures 
are still growing and the question in my mind is whether we can afford 
to import products, which are comparably produced in ample abund- 
ance here, and which are displacing American workmen, not because 
they are inefficient or because the quality is poorer, but rather because 
foreign workmen have a lower standard of living and receive lower 
wages. Can we afford to cut our tariffs still more when even today 
our tariffs are insufficient to offset the margin of profit created by the 
low-cost production factor of foreign goods 

I am deeply concerned about the economic well-being of the people 
of my district and do not think that renewing the Trade Agreement 
Act for 5 years and extending the President’s tariff cutting power by 
25 percent will be conducive to their well-being. I propose that our 
Trade Agreement Act be extended for 1 year only until we know 
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whether we have overcome this temporary recession. I propose also 
that we maintain the status quo of our tariff cuts and not increase 
the President’s power to give additional tariff relief to other coun- 
tries because such cuts will merely result in additional imports. Fur- 
thermore, I am convinced that we in Congress should reassert our 
congressional authority insofar as commerce is concerned since, after 
all, our oath of office demands that we be responsible for the economic 
well-being of our constitutents. Certainly a prosperous import and 
export trade does affect such well-being. 

I propose, therefore, that any industry where imports are having an 
injurious effect and the Tariff Commission has so certified and if the 
Tariff Commission recommends an increase in tariffs to offset the 
export and low-cost advantage of foreign countries, such a recom- 
mendation become immediately operative by a vote of Congress. In 
fact, I would go further to state that an increase in tariffs is prob- 
ably a very poor way of controlling imports. The Tariff Commission 
should be given additional powers to set tariffs either on an ad valorem 
basis comparable to the rate of tariffs in existence in 1934, or have 
power to set quotas based on a 5-year average of imports. Only in 
this way will those industries hurt by excessive imports be able to 
readjust themselves and offset the injurious effects created by the 
excessive importation of competitive products, especially those which 
we make so efficiently ourselves. 

The Cuairman. Are there any questions? 

Thank you, sir, for giving us your views. 

We will now hear from our colleague, the Honorable John J. Riley, 
of South Carolina. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE JOHN J. RILEY, OF 
SOUTH CAROLINA 


Mr. Rirxy. Mr. Chairman and members of the committee, thank 
yon for this opportunity to present my views on this vital subject of 
foreign trade which you are now considering. 

Tam appearing in suppoort of H. R. 11250 which was recently intro- 
duced by my colleague and good friend, the Honorably Bryan Dorn. 
I have introduced an identical bill, H. R. 11536, which is also pending 
before this committee. These bills would set up a new foreign-trade 
machinery and trade policy which will, in my opinion, assure our re- 
turn to true trade reciprocity between nations for mutual advantage. 
And they will return control over our trade policy to the Congress 
where historically and constitutionally it belongs. 

It is my firm belief that continuation of the present trade policies 
of our Government can lead only to the destruction of large segments 
of our domestic industry and a swelling in the already large ranks of 
unemployed. 

The time has come when we must decide affirmatively that our do- 
mestic industry is to be preserved. In order to remain the great 
military power that we are, we must continue to have a great indus- 
trial economy. The reasons are many. I shall name only two of the 
most important. Obviously, military strength is dependent on indus- 
trial might. And, secondly, our industries must be strong, profitable, 
and secure in order to assure the great sources of revenue with which 
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this committee is so closely concerned and which are necessary to 
support our military efforts. 

t is more important that our domestic industries have domestic 
markets for their products, and thus remain assured sources of reve- 
nue, than it is for our allies to have markets here. The trend of re- 
cent thought in the executive branch has been regrettably to the con- 
trary. I am for truly mutually advantageous foreign trade. But 
mutuality has disappeared from our foreign trade as administered. 
Apparently our negotiators in the executive branch are too far re- 
moved from the people to reflect their desires. Their concern ap- 
pears to be more with the economies of other nations than with our 
own. This is another reason why control of our foreign trade must 
be returned to the Congress which is the most sensitive branch to the 
true needs and desires of our own people. It shows again the wisdom 
of our Founding Fathers in placing it here when they drafted the 
Constitution. 

It is too well known to require comment that most of our indus- 
tries cannot compete on a cost basis with the countries with which we 
trade. I am sure that this committee is aware of the industries most 
affected by our present trade policy. I can speak with some authority 
on two—the textile industry and the hardwood-plywood industry. 
In South Carolina the textile industry and the lumber industry, 
which includes the hardwood-plywood industry, represent the two 
largest sources of industrial income. They have felt the effects of 
foreign imports very keenly for several years. Irreparable damage 
is sure to come to them unless something is done to curb imports of 
the products which they produce. 

Although I have referred to two specific industries, I want to stress 
that H. R. 11250 and H. R. 11536 do not represent benefits for single 
industries. The prime consideration in the drafting of this legis- 
lation was the national welfare. 

We are the key to preservation of the free world. To maintain 
that position we must remain militarily and economically strong. 
Our industries cannot survive if forced into domestic competition 
with the cheap-labor countries of the world. If we fall, the free 
world will fall with us. It would be irony in its most tragic form if 
this should come to pass because of our own shortsightedness. 

I urge this committee to restore the authority of Congress in 
matters of foreign trade. 

_The Cuatrman. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleague, the Honorable Wayne L. 
Hays, of Ohio. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE WAYNE L. HAYS, OF OHIO 


Mr. Hays. The trade agreements program has been of profound in- 
terest to me since my election to Congress 10 years ago. The reason 
is very simple. My dictrict is one of many in the United States that 
has indstries that are in the frontlines of import competition, partic- 
ularly pottery and glassware. 

_ It isall very well for the good people in this country who are either 
in no producing industry at all or who are in industries or represent 
industries that are either free from such competition or are only 
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indirectly affected, or who may be in industries or fields of agriculture 
that are interested in export markets—I say it is all very well for such 
people to speak up in favor of the President’s bill to extend the Trade 
Agreements Act another 5 years and to cut the tariff another 25 per- 
cent. 

Strangely enough those people are never referred to as selfish or as 
representing local selfish interests. They indentify themselves freely 
as being in support of the national interest and wrap the flag of high 
virtue around them. 

I would like to point out that the export interests are as selfish as any 
other economic group and that their interests no more and also no less 
represent the national interest than do the interests of industries that 
seek to preserve themselves agains a form of import competition that 
is essentially unfair and inequitable. In fact, the law of self-preser- 
vation has never been put in the forefront of purely selfish principles. 

For particular groups to assign to themselves the virtues of unsel- 
fishness and willingness to sacrifice in behalf of the national interest 
opens them immediately to suspicion. Either they have nothing visi- 
ble at stake, in which case their virtue crumbles to nothingness, or 
they do indeed have something at stake and seek to promote it under 
the color of virtue. 

It goes without saying that unless those who are adversely affected 
by particular governmental policies speak up for themselves no one 
else will do it for them. If they have compelling reasons for asserting 
themselves they not only have a right to do so, they owe it to them- 
selves and those who look to them for their livelihood and welfare to 
speak up. 

Let me say that the industries in my district have a most compelling 
reason for expressing themselves, and doing so in no uncertain terms, 
about the ale agreements program. 

The pottery industry represents a first-class example of what may 
happen or, indeed, what has happened and will most likely happen to 
an industry when the tariff is lowered on imports that have a wide 
margin of cost advantage in competing in this market. 

Within the past few years a number of pottery manufacturers 
have gone out of business. In very recent months one company on the 
west coast announced closing down of its kilns and going out of the 
pottery business, while the largest west coast company has just an- 
nounced that it will now supplement its domestic line with a line of 
imports from Japan. Other companies in other States, such as Ohio, 
West Virginia, Pennsylvania, and Tennessee, have discontinued op- 
erations. 

Some people look with satisfaction upon such a trend. A national 
weekly publication recently referred to the action of the pottery, above 
referred to, that began importing from Japan as a “Free Trade 
Victory.” 

This, let me say, put its very aptly indeed. The question is how 
many such free-trade victories we can stand. It also raises the ques- 
tion of what kind of policy it is that can count as a victory an action 
that a company takes in self-defense but which means less employ- 
ment of American workers in the United States for the benefit of 
greater employment in another country. 

This is what is called internationalism. This is also what goes 
under the name of enlightened national interest. We must adopt 
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policies and firmly adhere to them that will relentlessly decimate our 
industries (unless, of course, they are huge mass production industries 
with far-ranging political power) and then applaud the results, as 
they come to pass in the form of unemployment and community dis- 
tress, as great victories for free trade. 

I am glad to have the goals of free trade so clearly defined. I ana 
glad that we now have an insight into what is meant by enlightened 
national interest as contrasted with local selfish interests. 

The pottery industry and its distressful experience with the noble 
experiment of free trade also gives up a chance to test some of the 
fine-spun theories of the economists who are generally such ardent 
supporters of free trade. 

They will tell you unhesitatingly that an industry that cannot com- 
pete with imports should go out of business. I am afraid that these 
economists throw more light on themselves in taking such a stand 
than they shed on the realities of the economic and business world. 

Whereas the testimony of the domestic manufacturers who cannot 
compete with imports is virtually unanimous in asserting that the 
trouble lies with the lower wages paid abroad, the theory-loving econ- 
omists insist on denying this. They repeat, parrot-like, the lessons 
expounded to them by their economics teachers before them. They 
say that the low wages of other countries are offset by the higher pro- 
ductivity of our workers and the machines they use. 

At one time this may have had some truth to support it. Today, 
however, other countries have much modern machinery and equip- 
ment, much of it supplied by us, that has vastly increased their pro- 
ductivity. The result is that the lower wages in fact take effect in a 
competitive advantage to the overseas producers. 

Why is it that branches of American companies can invest in plants 
overseas and come up with cheaper products than they can produce 
here? Why is it that General Motors, Ford Motor Co. and the Amer- 
ican Motors Co. import small cars from Europe instead of manufac- 
turing them here? The answer has been given by the Chrysler Corp. 
no less than by the manufacturers of the Volkswagen themselves. 
The former has concluded at least for the time being that it could 
not meet the competition of the cars made abroad. The German com- 
pany acquired a plant in this country for the very purpose of manu- 
Saari the Volkswagen here. After studies and tests it reached 
the conclusion that it would not be a competitive undertaking. 

Should the American automobile industry go out of business along 
with the pottery industry? Or is it possible that the theories of the 
economists fall wide of the field of reality simply because the econ- 
omists themselves are so far removed from it, and write not from 
practical experience, tested in the competitive world, but from text- 
books whose authors suffer from the same defect ? 

The pottery industry is not an industry in which automation has 
made much headway. The individuality and variety of the product, 
the great range of designs and other features militate against auto- 
mation. Therefore, direct labor figures as a high portion of the cost 
of production. This in turn makes the product all the more vul- 
nerable to low wage cost competition from abroad. 

Now, say the bright economists, that is all the more reason why 
both capital and labor should be withdrawn from this field or why we 
should allow imports to drive them out. Both capital and labor 
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should find investment and employment in fields where both could be 
more productively employed. 

What a beautiful land of milk and honey. Of course, the logic is 
absolutely irrefutable—as note how often it is used by those who are 
far removed from the front lines, those who perhaps would not recog- 
nize the front lines if they saw them. 

Drive the workers and capital out of the pottery industry and out of 
a hundred other industries throughout the country, located in a thou- 
sand selfish localities and send them bag and baggage to Detroit and 
Pittsburgh. Surely there they would be welcomed with open arms. 

What a vision. 

It is unfortunate that it takes a condition of growing unemploy- 
ment such as we witness today to throw the spotlight on the stupiidty 
of this grand vision of unreality. For what is a theory worth if it 
falls to the ground and shatters the moment an adverse economic wind 
rises ¢ 

I am not afraid to say, as I have never been afraid to say, that the 
pottery industry, along with other similar industries in this country, 
is entitled to the degree of protection necessary to stay alive and 
give employment to workers at good wages. This protection should be 
sufficient to make up for the handicap our producers suffer when they 
are faced with import competition that is not burdened as are our 
own industries with the cost-raising obligations that have been imposed 
upon them as a means of achieving the high standard of living in this 
country. I refer to minimum wages, maximum hours, obligatory 
collective bargaining, social security, farm-price supports, and so on. 

Mr. Chairman, I am proud to be able to speak in behalf of the local 
selfish interests known as the pottery and glassware and other indus- 
tries that have borne well their economic responsibilities of producing 
excellent products, providing employment, paying taxes, and giving 
the free traders something to shoot at for nothing better to do. 

The Cuatrman. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleague, the Honorable Elizabeth Kee, 
of West Virginia. You are very welcome, Madam. 


STATEMENT OF REPRESENTATIVE ELIZABETH KEE, OF 
WEST VIRGINIA 


Mrs, Kee. Mr. Chairman, the economic fate of thousands of resi- 
dents of West Virginia rests in the hands of your committee. Your 
decisions with respect to legislation dealing with international trade 
policy will determine whether these people must continue a life of bare 
existence—largely provided by unemployment compensation, relief, 
surplus foods, and the generosity of charitable agencies and individ- 
uals—or whether they will be permitted once again to obtain employ- 
ment and rise from the destitute conditions that have enveloped so 
many of our communities. 

As is customary, spokesmen for the administration will appear 
before you during the opening days of your hearings. They will seek 
to prevail upon you to carry out the President’s program for more 
liberal foreign trade policies. Many of these Government officials 
have traveled extensively through other nations of the world and are 
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thus equipped to recount the advantages that accrue to these nations 
when American markets are opened to the goods which they produce. 
I do not challenge this philosophy. Obviously, the refineries of 
Venezuela and the Middle East, the textile mills o Japan, the machine 
shops of Germany, and the glass houses of Belgium will prosper so 
long as the markets of America are open to their production. 

As you delve further into the realm of foreign trade with members 
of the President’s Cabinet and their subordinates, I am hopeful that 
you will utilize the opportunity to discuss with them the domestic 
repercussions of the President’s program. It would indeed be reveal- 
ing to discover whether any of these officials have, for instance, visited 
mining communities of West Virginia in the past several years. I 
am curious to know whether anyone who actually understands condi- 
tions in our State could recommend that America’s fuel markets con- 
tinue to be exposed to the rampaging floods of foreign oil while coal 
ere search in despair for a way toearna liv elihood for their fami- 
lies. Can these public officials continue to ignore the plight of the 
unemplo on pottery, glass, and ceramics wor kers whose jobs have been 
displaced by the importation of commodities made in areas of the 
world where wages are far below those set by the Congress itself? 

Mr. Chairman, if it is the wish of the administration to create a mu- 
tual standard of living between our country and those to whom our 
markets have been opened, then it would appear that the mission has 
already been accomplished. No matter how little the wage levels of a 
foreign nation may be, I can assure you that the foreign workers 
supplying our markets are enjoying a greater income than are those 
American workers whose jobs have been taken away in consequence. 

I ask that the committee insist that our thousands of unemployed 
workers be kept in focus at all times during the dispassionate pleas of 
administration witnesses. Unfortunately, diplomatic strategy has 
been substituted for humane reasoning by many of the supporters of 
more liberal trade laws. As representatives of the American people, 
Congress is obliged to provide the balance to prevent this country’s 
side of the trade seesaw from becoming mired in the dredges of eco- 
nomic inertia and frustration. 

The Cuatrman. Are there any questions? Thank you, Madam, for 
giving us your views. 

We will now hear from our colleague, the Honorable Winfield K. 
Denton, of Indiana. You are very w elcome, sir. 


STATEMENT OF REPRESENTATIVE WINFIELD K. DENTON, 
OF INDIANA 


Mr. Denton. I am Congressman Winfield K. Denton, represent- 
ing the Eighth District of Indiana. I want to thank the chairman 
and members of this committee for their courtesy in granting me time 
to appear here today and express certain views of mine with regard 
to the extension of the Trade Agreements Act. 

First, let me say that I am emphatically in favor of the reciprocal 
trade program, and always have been. I know the advantages to this 
country of easy and friendly trade with other nations of the world, 
and what such trade does to enhance our position in international 
affairs; and I would not want to cripple our progress toward the long- 
range objectives of the reciprocal trade program, 
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But I am here today on behalf of the workingmen of the coal in- 
dustry and the independent oil operators, who have already suffered 
considerable distress, and face still more critical injury from the 
operation of the Trade Agreements Act in its present form. Yet, I 
believe the serious and sincere grievances of these important groups 
in our national economy do not oppose the original and legitimate 
aims of the reciprocal trade policy. : 

I have, of course, heard the common expression that “everybody 
favors reciprocal trade—but wants some one item or industry pro- 
tected.” I habe I am not guilty of such a charge; and I believe that 
the well-being of our domestic oil and coal industries is of such par- 
ticular importance to the national security that it can be considered 
in a category apart from the question of trade policy. 

At the end of World War II, this country was importing crude 
and refined oil products at the rate of slightly more than 300,000 
barrels a day. Since that time, oil production in the United States 
has been curtailed and restricted, without a corresponding reduction 
in oil imports, so that for the past 5 years total oil imports have been 
at a rate in excess of 1 million barrels a day—more than 3 times the 
rate at the end of World War II. Where oil imports supplied about 
5 percent of the United States market power, they are now taking 
up about 17 percent of the market here. 

A very significant part of the oil imports is made up of residual 
oil, or heavy fuel oil. This is the last byproduct of the refining 
process, one made very cheaply in foreign countries. This residual 
oil can be dumped on the east coast of the United States at prices 
so low that it easily displaces coal in the market for industrial fuel— 
pushing coal aside at the rate of 1 ton for every 4 barrels of residual 
oil. If the coal so displaced from the market had been mined, it would 
have provided jobs for more than 25,000 American coal miners. 

I might go on interminably with recitations of such figures, but I 
feel other witnesses will have supplied such information to this com- 
mittee. By now I think there can be little doubt about the impact of 
these imports, and the lowering of the market for domestically pro- 
duced oil and coal. But I want to emphasize another aspect of the 
problem—a serious one. ‘This is the effect this imported oil will have 
on the national security and our international position in the long run. 

The oil industry is one which is in a position which prevents it from 
meeting stable production quotas, or meeting normal increases, depend- 
ing on existing resources. It must constantly seek new fields and 
prove up new reserves. This requires expensive and risky explora- 
tion and discovery operations, which involve the drilling of many 
“dry holes” for each few good producing wells that are brought in. 
Much money is risked for the development of even a 1 percent increase 
in production, or, for that matter, merely holding up the existing level 
of output. 

I:xperience in this country has shown that more than 75 percent of 
such exploratory wells are drilled by independent operators, and that 
these independents have been responsible for an equal percentage of 
newly discovered reserves. These men are the real pioneers of the 
industry, and their ranks form the source of initiative and enterprise 
that must constantly be employed to keep up and increase productive 
capacity. 
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But in order to take the risks that they do, they must be able to be 
assured of a market to sell the oil from the new sources. This, in 
turn, enables them to finance new expansion and exploration. But as 
long as imported oil is in such heavy supply, domestic wells are sharp- 
ly limited, and the allowable production per well continues to be re- 

uced. Thus, the heavy importation of oil is destroying the inde- 
pendents’ incentive and financial ability to explore new wells. If 
no remedy is provided, the result will be a serious cut in such ex- 
ploration, and an eventual cut in production capacity. 

You have already heard from witnesses here how this slowdown 
in exploration has already become evident, and how, also, it has 
reduced the number of rotary rigs now active in many oil fields. The 
independent oil producers are already beginning to feel the pinch. 

This decrease of production is not a problem that can be put aside 
until the appearance of some grave national emergency. Proven 
reserves and production capacity. must always be kept ready in the 
event of an all-out war. 

Practically speaking, almost no new oil capacity can be developed 
after we find ourselves involved in a crisis, for materials and man- 
power shortages caused by this crisis, or military emergency would 
prevent any such expansion. Therefore, it seems better to me to keep 
our oil production and resources at a continued high level. 

Rear Admiral Biggs, of the Munitions Board of Petroleum Com- 
mittee, who appeared before the House Small Business Committee in 
June 1949, said that military authorities are concerned over conserva- 
tion of petroleum reserves in the ground in those areas representing 
the greatest possible accessibility during a possible war. But he 
also emphasized (and I quote) : 

* * * first consideration for preparedness must be in a high level of developed 
production in those areas. Oil reserves that must be developed after the start 
of a war will probably contribute only minor quantities to the war effort, but 
shut-in production is an immediate military asset. 

Most of our oil imports now come from Venezuela and the Middle 
East. Any enemy submarine activity in the Caribbean Sea would 
make it difficult for us to continue bringing in oil for Venezuela dur- 
ing time of war, and the great ocean distance separating us from the 
Middle East would make imports from that area all but impossible. 
Further, as Admiral Carney, now Chief of Naval Operations, told the 
Petroleum Subcommittee of the House Armed Service Committee 
in January 1948 (I quote) : 

* * * the Middle East oil is vulnerable from the military standpoint under 
any circumstances. The fields are vulnerable to attack; pipelines and pumping 
stations vulnerable to sabotage and attack, and I think we would be assuming 
too much to insure full avaliability of the capabilities and capacities of Middle 
East oil * * *. 

It should appear that we must take every precaution to avoid any 
dependence whatsoever on outlying foreign sources of oil for defense 
and military needs. And to maintain the health of our domestic 
oil industry, the only certain supplier in time of an emergency, we 
must avoid undue damage to it from imports at any time. Not even 
the strongest advocate of free trade will say that such free trade 
should be achieved at the expense of national security. 

As to the matter of proration of oil production, which complicates 
the import question, I can only say that some such system is certainly 
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essential for the conservation and planned use of a vital national 
resource. But, if proration of oil production is good for the United 
States, it should be good for Venezuela and the Middle East. Ac- 
tually, their economies are heavily dependent on oil ees So 
they should have an even greater interest in its careful conservation 
than we have in our own. | 

In the practical sense, it is not good for the United States in the 
long run to maintain a policy which encourages American companies 
to exploit and excessively drain away the natural resources of these 
other countries, as they are doing at present under the free-trade 
system. We want the friendship of their people not only for now but 
for years and decades ahead. We do them no real service now by 
taking great quantities of oil they will have need of 25 or 50 years 
from now. Heavy American imports may lend a flush of prosperity 
that is a temporary advantage to the Latin American and Arab coun- 
tries, but it is wrong for us and harmful to them in the long run. 

Gentlemen, I have endeavored to show the weakness of our present 
system as it relates to oil, in the light of international policy and 
our national security. 

I now offer the following proposals for your consideration : 

1. That United States imports of crude and refined oil be restricted 
to a quantity not to exceed 900,000 barrels per day ; 

2. That United States imports of residual fuel oil, or similar heavy 
oil, be restricted to a quantity not to exceed 5 percent of the total 
permitted ; 

3. That, if prior to expiration of the Trade Agreements Act as 
extended, international policy considerations should make it impera- 
tive that the United States afford a market for greater quantities of 
crude oil and refined oil than stipulated under the first and second 
proposals above, the proper authorities of the executive department 
shall be authorized to purchase, for national-defense stockpiling pur- 
poses, additional amounts of these items, or either of them, insofar as 
feasible ; 

4, That the committee urge as strongly as possible upon the Chief 
Executive the advisability of seeking international agreement, among 
interested nations, upon the proration of oil production in the interest 
of mutual security. 

Again, may I thank you for the privilege of appearing at this 
time before you on this matter, and express the hope that my re- 
marks may be of some value in your deliberations. 


ADDITIONAL STATEMENT OF REPRESENTATIVE WINFIELD K. 
DENTON, OF INDIANA 


Mr. Denton. I am Congressman Winfield K. Denton, representing 
the Eighth District of Indiana. I wish to thank the chairman anc 
members of this committee for their courtesy in granting me time to 
appear here today, and express certain views of mine concerning the 
Trade Agreements Act. 

First, 1 would like to reaffirm my position concerning reciprocal 
trade. I have always been in favor of it, and understand the tremen- 
dous amount of good it is domg for the have-not nations, helping 
them to attain some degree of self-sufficiency. I would be the last to 
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advocate any course which would cripple the long-range objectives 
of this worthy program. 

But several businessmen in my home district have called my atten- 
tion to startling conditions which are about to drive them out of busi- 
ness, and, indeed, have had that very effect on others engaged in the 
same industry, the business of manufacturing plywood. 

The chief reason for this growing difficulty in the industry has 
been imported Japanese plywood. The cheapness of labor in that far 
eastern nation has long been well known. It is this facet which en- 
ables the manufacturers of that nation to make plywood and trans- 
port it to this country and sell it at prices which our own manufac- 
turers can scarcely meet and still maintain the high standards of pay 
for workers which this country has long been famous. 

These manufacturers are caught in a squeeze between mounting im- 
ports and America’s high standard of living. In 1951, imported Jap- 
anese plywood accounted for 1, percent of the sales in the American 
market. Last year, the Japanese supplied 42 percent of the same 
market. While the total consumption of plywood in this country has 
been on the rise since then, the American manufacturers’ share of the 
market has grown smaller. 

This, in turn, is taking jobs from American workers. I would like 
to cite the example of three such small industries in my home district. 
The Hoosier Panel Co., of New Albany, Ind., employed 272 men in 
1955. They worked a total of 598,000 man-hours. In 1957, the total 
number of employees had shrunk to 219, and the man-hours worked 
had dropped to 438,000. This represents a 19 percent reduction in 
work force, and those who did remain employed worked an average 
of 3.6 hours less per week. 

The same is true in the other two plywood plants in Indiana’s 
Eighth District, General Plywood, of New Albany, and Jasper Wood 
Products, Inc., of Jasper. ‘ 

Their figures on employment are as follows: 








Employees | Man-hours 











employment, and an average loss of 
1.2 man-hours per week. 


Year Remarks 
I ot Dod Shs detcttcidtinncoe 1955 | 251 533,848 | This represents a 6 percent drop in 
1957 236 468, 619 employment, and an average loss 
of 4.7 man-hours per week. 
General Plywood --__------ 1955 174 363, 000 
150 303, 000 | This represents a 14 percent drop in 
| 
| 


And these figures will be worse this year. No figures for the first 
quarter are available yet, as it is not completed, but the trend of 
slackening employment has obviously continued into 1958, these busi- 
nessmen tell me. The situation is the same for plywood manu- 
facturers all over the United States. 

What can be done to help the sagging plywood industry ? 

I feel a quota is the only solution. A tariff would be useless. The 
Japanese manufacturers could afford to pay a high tariff and still sell 
plywood at a price below that at which our own manufacturers can 
profitably produce it. So the only way to solve the problem is to 
reserve a good share of the American market for our own plywood 
industry, and we can do this by limiting the amount of plywood 
which can be imported. 
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I do not say what that figure should be. There are others more 
familiar with the economic makeup of the plywood industry who have 
testified or will testify before this committee, and they would be in a 
better position to say what such a quota should be. 

But something needs to be done to preserve the American plywood 
industry and the jobs it provides for American workers. I feel we 
must make some clarification of the escape clause in the Trade Agree- 
ments Act, and leave Congress with the power to decide upon any 
such quotas necessary according to this clause, because of the policy 
of the administration, which recently has been to deny all such re- 
quests, regardless of any recommendation. 

Again, I would like to thank you for the privilege of appearing 
before you at this time, and hope that my remarks may be of use to 
you in your deliberation. 

The Cuarrman. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleague, Hon. Hugh Alexander, of 
North Carolina. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE HUGH ALEXANDER, OF 
NORTH CAROLINA 


Mr. Avexanper. The forest products industry is the third largest 
industry in my State; textiles and tobacco are larger. The North 
Carolina forest products industry is a fully integrated industry; we 
produce the logs and manufacture the log into many products. The 
31 hardwood plywood plants making plywood for the market are an 
integral part of our forest products industry. The veneer logs it uses 
provide not only economic utilization, but a high dollar return for 
our timber growers, among which there are many farmers. The 
health of the forest products industry is a matter of concern to the 
State, not any one district. 

Our hardwood plywood industry is in trouble. This means that 
our entire forest products industry from the logger to the plant 
worker is seriously affected and my State is affected. 

The hardwood plywood industry is just one of the industries in my 
State which is in difficulties as the result of imports from low-wage 
foreign countries. Textiles is the other. Our hardwood plywood in- 
dustry is damaged by the influx of cheap plywood from Japan. Im- 
ports of hardwood plywood from Japan have increased from 10 mil- 
lion square feet in 1951 to 686 million square feet in 1957, an increase 
of 6,860 percent. The average sales price of the Japanese to the 
United States for the 1951-57 period was less than $65 per 1,000 
square feet which sum represents less than the cost of wood and labor 
in 1,000 square feet of a low-price domestic panel. The Japanese 
price is considerably less than the cost of production of the domestic 
product. 

Imports have taken over 52 percent of the market. Production and 
employment in the hardwood plywood plants in my State are seriously 
down. Plywood producers state that there is no price for plywood but 
each producer sets his price to meet the competition. Orders are being 
taken at a loss to keep plants open and some people employed. This 
condition cannot long continue. 
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The differential between the sales price of the Japanese plywood 
and a fair price for the domestic producer is so great that an increase 
in duty permitted by the Tariff Act of 1930 would not bridge the gap. 
Therefore, a mere increase in duty will not help the plywood producers 
of my State. There is another factor that is significant, the average 
sales price of the Japanese plywood for the past 7 years was $63.50, 
whereas the average for other plywood exporting couutries was $115. 
An increase in duty would sai the other countries noncompetitive, 
whereas, the Japanese could absorb it without harm. A quota on ply- 
wood imports is essential. 

The hardwood plywood producers and their workers are looking to 
Congress to provide a control of imports where American industries 
and jobs of American workers are being adversely affected. In other 
words, they ask that American workers be given job protection from 
imports coming from low wage foreign countries. This request to 
Congress is reasonable. I am of the opinion that Congress must take 
action to protect affected American industries from imports. 

I sincerely request that your committee give serious consideration 
to the overall problem; and that such action be taken as would be 
to the best interest of the plywood industry of the United States and 
the welfare of all our people. 

The Cuarrman. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleagues, Hon. Lee Metcalf, of Mon- 
tana, and Hon. Stewart L. Udall, of Arizona. You are very welcome, 
gentlemen. 


STATEMENT OF REPRESENTATIVE LEE METCALF, OF MONTANA, 
AND REPRESENTATIVE STEWART L. UDALL, OF ARIZONA 


Mr. Mercatr. Mr. Chairman, as representatives of two of the great 
copper-producing States of the Union we are submitting a joint state- 
ment to your committee concerning our bills H. R. 10084 and H. R. 
10089. (We should note in passing that 15 of our colleagues are 
also authors of identical legislation. ) 

One cannot understand the present plight of the copper industry 
without taking a look at the history of copper tariff legislation. In 
order to present a well-rounded picture of the background of this legis- 
lation we are attaching a brief summary of the basic historical facts 
which we have designated appendix A. 

Under present law enacted in 1951 and reenacted periodically up to 
the present time, the peril point for copper was set at 24 cents per 
pound. The import tax law as originally enacted in 1932, section 3425 
of the Internal Revenue Code, provided for an import tax of 4 cents 
per pound. 

On March 16, 1949, the Geneva Trade Agreements Congress reduced 
this tax to 2 cents per pound under authority granted the President 
under the Reciprocal Trade Act, so the 4-cent tax provided for in 
the bills now before Congress is still the same as it was in 1932 and 
throughout the continuing years until suspended by Presidential au- 
thority. Our bills raise the peril point to 30 cents. The increase in 
this peril point is justified by increased costs in the production of cop- 
per as evidenced by the following table : 
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Increasing 
Costs, which consist of— Percent Increased _— cost 
| ren 
Percent Percent 

Wages.......-- Sods aabeees é nscances whi aakeee 42 42,1 17.6 
IIIS 5 isis hdn dan ap bd indns end nob gihabhn SGcheiatiotetae a4ea 29 8.3 2.4 
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Taxes_- : sett LE tthe Le 13 56.0 5.8 
NE Son sd6 : as Sakae ead 100 33.2 


Source: Saree aon Arizona Department of Mineral Resources. 


We believe the case for such temporary relief is fully supported by 
the following facts: 

First, the copper industry has been in an economic tailspin for the 
past year and a half. Two years ago the price of copper on the 
domestic market reached an all-time high of 46 cents and in the world 
market 55 cents or higher. The domestic price today is 25 cents for the 
copper producers and 23 cents at the custom smelters. The foreign 
price ranges from 19 to 21 cents per pound. 

Second, next to steel and oil, copper is the greatest extractive indus- 
try in the United States. It is a strategic, and irreplaceable, raw ma- 
terial for national defense purposes. 

Third, the Federal Government itself is largely responsible for the 
present glutted condition of the domestic market, the reason being that 
the United States Government (the Defense Production Administra- 
tion), since the onset of the Korean war, has underwritten new pro- 
duction which it is estimated has added 250,000 tons of copper annu- 
ally to American production, an expansion which represents the same 
figure as the surplus production which has depressed the price to its 
present level. 

Fourth, competition for the domestic market from low-cost foreign 
producers has oem a major factor in producing a glutted market and 
an abnormally low price—the best comparative figures which we can 
get at the moment indicate that while the average hourly wage paid 
to United States miners last year was about $2.43, the total daily wage 
paid by many foreign producers does not exceed twice that amount. 

F ifth, American copper producers are mining the lowest grade ore 
and paying the highest wages in the world today. 

Recent history indicates that the American copper industry has pre- 
ferred to operate under free market conditions, and this industry has 
only turned to the Federal Government for aid now as a last resort 
measure when confronted with a serious crisis. We think there is good 
reason to anticipate that if the industry can receive temporary shelter 
against disaster, expanding market conditions will soon produce a 
healthier economic climate and a return to normal operations. 

In our opinion, the domestic copper industry does not want, and is 
not now asking for, continued tariff protection as indicated by the 
provisions of the proposed legislation removing the tariff when the 
pr ice goes to 30 cents a pound or higher. Due to the decided advantages 

eld by low-cost foreign producers, who are offering copper on the 
United States market at from 2 to 4 cents per pound under the do- 
mestic price, it becomes imper ative that some tariff protection be 
provided for this industry which is so necessary to our national 
defense. 
24093—58—pt. 2——_46 
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In fairness to the copper industry it should be pointed out that 
since the beginning of World War II—when copper prices were placed 
under strict Government controls—copper has been sold on the free 
market in this country except for a period of 9 months in 1949-50. 
The truth of the matter is that in the intervening years spokesmen 
for the copper industry have actually urged Congress to suspend the 
import tax the industry was entitled to under our reciprocal-trade 
program. 

We think we should also point out that if our Government felt it 
was necessary to expand our productive capacity for national secu- 
rity reasons under the Defense Rinetienn Act, then these same reasons 
of national security require at the very least the maintenance of this 
expanded capacity. 

It is also significant since the most reliable statistics demonstrate 
that the cost of producing copper has increased about one-third since 
a 24-cent peril point for copper was established by Congress in 1951 
(see chart on p. 1), simple equity requires that the peril point be up- 
dated and upgraded so that it reflects current economic realities. In 
essence, this is all that the copper industry is requesting of the Con- 
gress at this time. 

The principle of a tariff applicable if the price of copper falls 
below a specified peril point was established by Congress in 1951 
when the existing 2 cents tariff was suspended under a proviso that 
it would be reinstated if the price of the metal dropped below 24 
cents a pound. Similar suspension legislation was subsequently en- 
acted in 1953, 1954, and again in 1955. The June 24, 1955 act expires 
June 30, 1958. 

However, since the 1955 suspension, far-reaching changes have oc- 
curred in the copper-producing industry. Substantial increases in 
foreign production, coupled with constantly increasing wage and 
other costs in the United States, have rendered precarious the position 
of the domestic industry. Indeed, the most reliable available sta- 
tistics demonstrate that the cost of producing copper in the United 
States has increased nearly one-third since the 24-cent peril point 
was established in 1951. Therefore, simple equity requires that the 
peril point be updated and upgraded so that it reflects current economic 
realities. In essence, this is all that the copper industry is requesting 
of the Congress at this time. 

Mr. Chairman, this is a general outline of the facts which have 
compelled members from copper-producing areas to introduce legis- 
lation which will provide a realistic floor for copper producers. In 
many ways copper is a unique industry. In copper-producing sections 
of our country entire communities have been built where these copper 
deposits are located, and once mining operations are shut down, these 
communities wither on the vine. An extractive industry like copper 
or steel is not a tap which can be turned on and off overnight. 

These, Mr. Chairman, are the reasons why we request a new floor 
for the copper industry at this time. Thank you and your associates 
on this committee for your consideration. 

The Cyatrman. Are there any questions? Thank you, gentlemen, 
for giving us your views. 

We will now hear from our colleague, Hon. Gracie Pfost, of Idaho. 
You are very welcome, Madam. 
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STATEMENT OF REPRESENTATIVE GRACIE PFOST, OF IDAHO 


Mrs. Prost. Mr. Chairman, my name is Gracie Pfost, and I am a 
Member of Congress from Idaho. I appreciate this opportunity to 
make my views known to you, because one of the most important 
industries in the congressional district I represent is in deep trouble— 
and it is the kind of trouble this committee can help ameliorate. I 
am referring, of course, to the serious crisis in the lead-zinc industry. 

I am here, Mr. Chairman, to ask this committee to withhold action 
on an extension of the Reciprocal Trade Agreements Act until the 
Tariff Commission announces its recommendations on lead-zine under 
the escape clause and the President decides whether he is going to 
act on them. 

If the Tariff Commission does not recommend adequate tariffs and 
quotas, or if the President does not take action on the recommenda- 
tions, then I ask that the measure before you today providing for 
the extension of the Reciprocal Trade Agreements Act be amended 
to give the domestic lead-zinc industry the protection it must have 
from cheaply mined foreign ores if the industry is to survive. 

My State of Idaho ranks second only to Missouri in mine produc- 
tion of lead and third after Montana and New York in zinc. The 
Coeur d’Alenes, located in the congressional district I represent, is 
the largest lead-zine producing area in the country. The distress in 
this area is acute. 

Back in early 1953, when excessive foreign imports broke the 
United States price of lead and zinc, 3,200 people were employed by 
lead-zinc mines in Idaho. By the end of 1953, employment had 
dropped to 2,100. 

You will remember that late in 1953, the lead-zine industry applied 
for, and in 1954 won from the Tariff Commission a recommendation 
for the maximum permissible tariff increase but, instead of accepting 
the recommendation, the President initiated stockpiling and subse- 
quently the barter program. 

Employment climbed moderately from late 1954 to mid-1957, when 
the barter program was suspended, and the Office of Defense Mobi- 
lization announced that defense stockpiling criteria had almost been 
met. 

In general, the defense stockpile had taken United States lead and 
zinc off the market, and thereby imports took over a larger and larger 
share of United States consumption. When stockpiling was sus- 
pended, big importers drastically cut prices, and imports rose to new 
highs, exceeding anything in our past experience. 

Employment began to drop again, and today only about 1,700 men 
are employed in the lead-zine industry in Idaho. Most of those men 
who have jobs working underground are on a 4-day week, which 
considerably decreases their pay envelopes. 

It is obvious that such a drop in payrolls would have a disastrous 
effect on the communities in the lead-zine areas. Shoshone County is 
a one-industry county, a lead-zine county. Its businesses and serv- 
ices are all dependent upon the dollars of the mining companies, and 
the men who work for them, for most of their trade. Many of them 
are having hard sledding to keep their doors open; quite a number 
of those doors have gone dark. 
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One of the principal towns is Kellogg. During the past 4 years 
this enterprising community has passed local bond issues for $1,750,- 
000 for school construction, and for $800,000 for a new public hos- 
pital. The city fathers were counting on taxpayers’ dollars to help 
pay off the bonds. This is typical of the self-reliance of a western 
mining town. But you can see what a severe curtailment of mining 
operations—and the resultant drop in taxpaying residents and busi- 
nesses—would do to the exchequer. 

Kellogg, and its sister city, Wallace, and the surrounding com- 
munities ask only a fair chance to go ahead and produce the minerals 
and metals in their area, so they can meet their obligations and 
handle their own affairs. This chance is now denied them because 
imports are permitted to take over an ever-increasing share of the 
United States markets. 

What is happening in Kellogg and Wallace is being repeated in 
lead-zinc mining communities all over the country. There has been 
about a 50-percent decline in employment since 1953. It is estimated 
that there are now about 15,000 men out of work in the lead-zinc 
industry. 

In a statement made before this committee on February 21, 1958, 
by representatives of the AFL-CIO, the following comment is in- 
cluded : 


According to the United States Department of Labor, in 23 industries in which 
the Tariff Commission found injury or threat of injury in escape-clause actions 
from April 1948 to March 1957, the maximum total displacement (of employees) 
was 28,000. 

Twenty-eight thousand people displaced in 23 industries which have 
been given relief—and 15,000 in 1 industry which has had no relief. 

More important—from the viewpoint of sustaining a healthy lead- 
zine industry—practically all of the decline in employment (probably 
over 90 percent of it) is in mining, and the balance is in smelting. 

This means that it is our mines which are being closed down—and 
they are much harder to reopen than a smelter would be, because mines 
must have constant maintenance to be kept in operating condition. 
If they do not, they often fill with water, their timbers rot, and the 
costs of reopening become prohibitive. 

The approximate annual consumption of lead in this country is 
1,135,000 tons, with 775,000 tons Seilbiaien domestically. The approx- 
imate consumption of zinc is 1 million tons, with 600,000 of this ton- 
nage domestic production. This means we must import 360,000 tons 
of lead and 400,000 tons of zinc to meet our needs. But we are now 
importing 516,946 tons of lead and 783,222 tons of zinc, which means 
we have approximately 156,946 tons of excessive lead imports and 
383,222 tons of excessive zinc imports. 

The only way to put the lead-zine industry back on its feet is to 
control these imports. It is now 6 months since the petition for the 
relief of the lead-zinec industry by the escape-clause route was filed 
with the Tariff Commission. Not even President Eisenhower seems 
to know when the report of the Commission will be available. If the 
Tariff Commission makes a finding for maximum increases in duties 
and quotas, and if the President acts on these recommendations, then 
the lead-zinc industry will be given some relief from the pressure of 
heavy imports. But this is a very “iffy” prospect, to say the least. 





RENEWAL OF TRADE AGREEMENTS ACT 2209 


I don’t see how the House of Representatives can, in good conscience 
act upon a measure to extend the Reciprocal Trade Act until the Tariff 
Commission recommendations and the White House reaction on lead- 
zinc are known. Lead-zinc has become the classic, yet glaring example 
of the effects of the trade agreements program. Is this the intent 
of Congress? Is this what United States labor and industry are to 
expect when they have carefully followed every provision of every 
law? Isit fair to do this to the lead-zinc industry which sought escape- 
clause action just 3 short years ago and received a unanimous finding of 
serious injury by the Tariff Commission, then attempted to get cor- 
rective legislation last summer, and was turned down, and now has 
again sought escape-clause action ? 

Is it the intent of Congress that our domestic industries—particu- 
larly our metals as exemplified by lead-zinc—are to wither and die 
as delay after delay paralyzes a section of our economy ? 

I don’t think it is. In the first place, our lead-zinc industry is too 
important to both our domestic and defense needs. It must be kept in 
healthy operating condition—ready for expansion should the need 
arise. 

I ask you gentlemen to await the Tariff Commission report—and 
White House reaction—before completing action on this bill, so that 
it can be adjusted to head off by legislative action the continuing in- 
undation of the domestic industry by foreign imports if such action 
becomes necessary. 

The CHarrman. Are there any questions? Thank you, madam, 
for giving us your views. 

We will now hear from our colleague, the Honorable John M. 
Robsion, Jr., of Kentucky. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE JOHN M. ROBSION, JR., OF 
KENTUCKY 


Mr. Rosston. I am John M. Robsion, Jr., representing the Third 
District of Kentucky which encompasses the great industrial city of 
Louisville situated on the Ohio River. 

Mr. Chairman, I appreciate the opportunity to appear before your 
committee and discuss the problems of two of the most important 
industries within my district. I refer to the hardwood plywood and 
hardwood veneer industries which are being seriously hurt by the 
ever-increasing influx of imported plywood, mainly that from Japan. 
The basic reason for this untenable situation has been brought about 
by the low wages paid workers by foreign producers. I am informed 
that the average labor cost per 1,000 square feet of hardwood plywood 
manufactured in Japan is only $4.17 as opposed to a cost of $38.50 
per 1,000 square feet in the United States. This wage differential is 
the heart of the problem. In 1951 domestic producers furnished 93 
percent of the market, today they have but 48 percent of this market. 
In 1951 Japan provided only 1 percent of the domestic consumption 
but in 1957 J Sree plywood amounted to 42 percent. 

I will not belabor the point from a statistical standpoint, that ever- 
worsening situation has been brought to the attention of the Congress 
many times. Suffice it to say that while the consumption of hardwood 
plywood in the United States has rocketed from 869 million square feet 
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in 1951 to 1,640 million square feet in 1957 (an increase of 89 percent), 
domestic industry shipments show an actual decline of 3 percent con- 
trasting the years 1951 with 1957. Thus the figures speak for them- 
selves. 

Relating this situation to my own district, I have 4 hardwood veneer 
mills and 2 hardwood plywood plants within the city of Louisville 
alone. There are other plants located throughout the State. I am 
reliably informed that number of man-hours worked and the number 
of workers employed has been steadily decreasing. The General Ply- 
wood Corp.’s plant at Louisville employed 380 men in 1955 and they 
worked 752,000 man-hours; in 1957 these figures were reduced to 342 
workers and 649,000 man-hours. The Dulany Veneer Co.’s picture 
is similar. In 1957 they employed 125 persons who worked 305,411 
man-hours; in 1957 only 94 workers were employed for 202,706 man- 
hours. 

I think it fair to point out that reductions in the manufacturing 
plants are reflected back to the truckers, loggers, and timberland own- 
ers who supply the plants. 

What is the solution? So far as the hardwood plywood and veneer 
industries are concerned it lies only in legislative provisions for quan- 
titative quotas. The wide gap ected Japanese cost of produc- 
tion and that of United States manufacturers would make any increase 
in tariffs, even a 100-percent duty, ineffective. The Japanese with 
their low wage rates would continue to flood our markets. Many other 
American industries occupy the same uncomfortable position. Un- 
der the present setup, the President has the final determination over 
the proclamation of the Tariff Commission recommendations. He has 
nublicly announced that he will not apply quota restrictions to the 
imports of industrial products. Therefore, the Congress should in- 
corporate language in the Trade Agreements Act which would give 
greater protection than now afforded to industries needing relief such 
as the hardwood plywood and hardwood veneer industries. These 
industries mean much to the development of the Ohio Valley and 
to the United States as a whole and should not be permitted to be 
destroyed by unfair competition from the Japanese. 

The CuHarrman. Are there any questions? Thank you, sir, for 
giving us your views. 

We will now hear from our colleague, the Honorable J. Floyd Breed- 
ing,of Kansas. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE J. FLOYD BREEDING, OF KANSAS 


Mr. Breeprne. Mr. Chairman, the distinguished Governor of the 
State of Kansas, Hon. George Docking, has communicated to me the 
serious, adverse effect increasingly excessive imports of crude oil are 
having on the economy of the State of Kansas. 

With the House Committee on Ways and Means currently studying 
the President’s reciprocal trade recommendations, I believe this to be 
an appropriate moment to call attention to the depressing impact 
excessive imports of crude oil and its byproducts are having on our 
domestic productive capacity. 

A realistic appraisal, Mr. Chairman, of our present and prospective 
national defense posture compels me, and I believe many other Mem- 
bers of the House, to Jend my full support to promoting peak domestic 
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oil production lest we be caught during a national emergency with a 
severe shortage of oil, the lifeblood of our defense structure. 

A system of effective controls over the vast quantities of oil imports, 
so injurious to our domestic reserve levels and productive capacity, 
must be seriously considered, Mr. Chairman. 

The President has requested a 5-year extension of the Reciprocal 
Trade Agreements Act, with authority to permit him to reduce tariffs 
up to 5 percent for each of the 5 years. Mr. Chairman, although I 
consider the reciprocal trade program desirable from many stand- 
points, especially in stimulating the movement of agricultural pro- 
duction, I do feel strongly that our domestic oil industry should be 
afforded a greater degree of protection for the preservation of our 
national security. 

THE State OF KANSAS, 
Topeka, March 5, 1958. 
Hon. J. FLoyD BREEDING, 


House of Representatives, 
Washington, D. C. 


Dear Mr. BREEDING: I would like to call to your attention and stress the seri- 
ous effect excessive imports of crude oil and its byproducts, particularly jet fuel, 
are having on the economy of the State of Kansas and its people, the domestic 
oil industry, and the security of our Nation. 

Next to agriculture, the oil industry is the biggest industry in our State and 
because of excessive imports we are experiencing excessive inventories, decreased 
revenue because of shut-in production capacity, many jobless due to drilling 
activity and other industry layoffs, and many other businesses are suffering be- 
cause of their dependence on the State’s oil industry. Due to excessive oil im- 
ports supplanting rather than supplementing the domestic oil supply our do- 
mestic oil-drilling activity in the United States has steadily decreased with the 
eventual resulting effect of decreasing our crude oil reserves which we have to 
depend on in case of emergency when foreign oil is choked off. 

The effect of imported crude oil on product prices and in turn their effect 
on the operating economics of inland refineries which operate on domestic crude 
oil is becoming more and more serious. If the practice of importing dispropor- 
tionate amounts of foreign crude oil should continue, the ultimate outcome could 
well mean the disappearance of a large segment of the domestic refining in- 
dustry. 

In consideration of the foregoing I urgently endorse the adoption of curtail- 
ment through mandatory controls on imports of crude oil and its byproducts in 
order to preserve a strong domestic oil industry which is so vital to the security 
of our Nation. 

Sincerely, 
GEorGE DocKING, Governor. 

The Cuarrman. Are there any questions? Thank you, sir, for giv- 
ing us your views. 

We will now hear from our colleague, the Honorable Harold R. 
Collier, of Illinois. You are very welcome, sir. 


STATEMENT OF REPRESENTATIVE HAROLD R. COLLIER, OF 
ILLINOIS 


Mr. Cotter. I come before this committee neither to support nor 
to oppose reciprocal trade agreements as such. I come rather as an 
advocate of moderation and flexibility. I sincerely hope that some 
amendments will be approved to H. R. 10368 which will bring the 
whole problem of domestic and foreign trade, and domestic economy 
and foreign policy back into clearer and proper focus. 

Unfortunately, the problem of domestic economy and foreign trade 
cannot be taken as a single, coherent whole. It has to be broken down 
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into its component parts because it would affect different segments of 
American business in different ways. We have some producers of 
specialized goods who devote as high as 50 percent of their produc- 
tion to the world market. We have others who sell anes at all 
abroad but who have to depend in large part on import of foreign- 
developed and produced raw materials for their operation. Both of 
these groups must, indeed, benefit in large part from extension and 
expansion of foreign commerce. But what about the producer in this 
country whose product is not sold abroad, but who faces rising com- 
petition from finished foreign products? These persons form a large 
segment of our economic community. They are persons whose busi- 
ness life is worth protecting, particularly in a time an economic reces- 
sion is threatening. 

I would like to cite, for instance, the plywood business. In years 
gone by, plywood was not a commodity of great importance to our 
economy. But with the end of World War II there came a revolu- 
tion in the building trade, and plywood suddenly became of vital im- 
portance in the building of homes and other structures. With this 
new demand, sprang up a new industry in this country. And older 
lumbering firms undertook vast expansion. But domestic producers 
were not the only ones wh saw the possibilities inherent in this mar- 
ket. The producers of hardwood plywood in Japan were quick to 
spot the feasibility of their expanding the industry there. 

Here are the results: Domestic use of hardwood plywood rose by 
89 percent between 1951 and 1957. But the American plywood indus- 
try supplied only 48 percent of the total American demand in 1957 
compared with 93 precent in 1951. Japan, on the other hand, sup- 
plied a total of 1 percent of the total in 1951, but had increased its 
exports to the point where she supplied a total of 1 percent of the total 
in 1951, but had increased its exports to the point where she supplied 
42 percent in 1957. 

Why ? 

The answer, Mr. Chairman, is too obvious to go into in any detail. 
Japanese lumber workers make a pittance while the American lum- 
berjack is the best paid in the world. The Japanese millhand is paid 
peanuts; the American is the best paid in the world. No wonder our 
production costs are higher. 

Unfortunately for the lumbermen and the plywood manufacturers 
and veneer makers of the country, their plight cannot be considered 
under the philosophy which is bound up in the Reciprocal Trade Act— 
as a separate entity. It must be considered in all its aspects. Do we, 
for instance, want a strong and productive lumber industry in Japan? 
If so, and if the State Department is able to convince the President 
this need outweighs the circumstances in which our own lumbermen 
will find themselves, then the President can ignore any and all appeals 
from our domestic producers and continue imports at any level he 
chooses. 

Mr. Chairman, this places the American worker in a position of 
becoming a man without a country in the sense that his earning power 
is destroyed because citizens of another nation need work, too. 

Take another example. The manufacturers of drums—percussion 
instruments—once were given a modicum of protection by tariffs. Up 
until 1946, there was a tariff of 40 percent on the imported drums. 
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Suddenly, in that year, the tariff was cut in half, down to 20 percent. 
And at once our domestic drum manufacturers found themselves in 
serious trouble. The equipment they need to produce their percussion 
instruments is expensive and has been getting costlier. But they 
cannot afford to increase their prices too sharply—sharply enough to 
cover these rising costs—because foreign poducts can and do come 
in to take over the market. Our drums are better for the most part 
than are the foreign imports. But the foreign-made instruments, 
manufactured by poorly paid laborers, can compete, not because of 
their high quality, but because of the very cheapness of their product. 

In both instances, the net result is American workers out of jobs, 
or so insecure in their employment that they cannot afford to under- 
take long-term financial commitments such as are needed in the pur- 
chase of automobiles or other durable goods. This, of course, will 
continue to add fuel to the fires of recession. 

As I said at the beginning of these remarks, Mr. Chairman, I am not 
an advocate of repeal or extension of this act. But I am advocating 
amendments. I am, for instance, firmly convinced that some method 
of putting the rights and needs of American workers above those of 
our foreign friends must be developed. This could, perhaps, be ac- 
complished by the adoption of an amendment giving final authority to 
the Federal Tariff Commission rather than the President. The Com- 
mission would be charged with weighing judicially the merits of our 
domestic problem in the light of our own economic needs and well- 
being. The decisions should be open to court review. I also feel that 
the weight of congressional policy should stand behind the principle 
that domestic industries must be protected from unfair competition 
from abroad. 

Another approach which might be advisable is that of the quota 
system as was evolved in the Sugar Import Act. This could conceiv- 
ably benefit the lumber industry which is suffering so much from 
foreign competition. 

Mr. Chairman, I thank you for this opportunity to present my views 
on this vital subject. 

The Cuamman, Are there any questions ¢ 

Thank you, sir, for giving us your views. 

The Cuarrman. We will now here from our colleague, the Honor- 
able Arch Moore, of West Virginia. You are very welcome, sir. 


STATEMENT OF CONGRESSMAN ARCH MOORE, OF WEST VIRGINIA 


Mr. Moorr. Mr. Chairman, I greatly appreciate the courtesy ex- 
tended to me by the committee to appear and testify in opposition to 
legislation pending before the Ways and Means Committee to extend 
the Reciprocal Trade Agreements Act. 

As a Republican Member of Congress, I am happy when I can 
support and help implement policies advanced by the executive branch. 
But it is not always possible to go along with programs which are 
detrimental to the economy of a particular State or area or repugnant 
to the best interests of the Nation and its people. In my opinion, 
H. R. 10368 should not be reported by the Ways and Means Committee 
because it will result in further depressing our economy and will 
create more unemployment in the United States, At a time when 
our Nation is struggling to regain our economic equilibrium, it would 
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be most imprudent to give the President greater power to reduce 
tariffs and flood the American market with more slave labor foreign 
goods to compete with our already hard-pressed American products. 

The First District of West Virgina, which I have the honor to 
represent, consists of 7 counties, 5 of which are located on the Ohio 
River in the “panhandle” between Ohio and Pennsylvania. The other 
two counties, Taylor and Marion, are on the Monongahela River, and 
the chief industry is coal production. The Ohio Valley area is heavily 
industrialized and most of my constituents depend for their livelihood 
upon manufacturing of one type or another. There is considerable 
steel produced and fabricated in these communities located on the 
Ohio River. This area is also a major center of the glassware and 
pottery manufactured in the United States. In addition, we produce 
many chemicals used for industrial purposes, some of which are to- 
day going into the missile-satellite phase of our defense program. 
The Nation’s largest toy manufacturer has major plants located in 
my district, and there are many other fabricators of products for 
both heavy and light industry. 

From this brief account, you can readily see that the economy, 
while quite diversified, still depends largely upon manufacturing to 
support the populace of the area. Consequently, when the market 
for these manufactured products is good, the people prosper, but when 
the market is depressed because of a slackoff in purchasing power, or 
because of the adverse effect of dumping shoddily made foreign goods 
on the American market, the economy suffers a tailspin. 

I would be less than frank if I were to tell you that economically 
my district is enjoying prosperity today. The fact is that unemploy- 
ment is widespread, and further cutbacks are in prospect unless some- 
thing is done to help stimulate new sales or recapture existing markets 
which have been lost to foreign-produced goods. 

The coal industry in West Virginia is experiencing major shut- 
downs and layoffs because we are still allowing a tremendous amount 
of residual oil to be imported from South America and used as a 
“Sword of Damocles” to threaten and depress the market for Ameri- 
can-produced coal and other combustibles. This situation exists in 
spite of the findings of the Tariff Commission and repeated warnin 
by the industry that the future of the coal producers is seriously 
imperiled by the continued importation of residual oils. The only 
action taken by the President up until today, March 17, has been to 
“caution” the oil importers that if they do not curtail imports some 
“further action” may be taken, but apparently this lukewarm warn- 
ing has failed to daunt those in pursuit of a “fast buck” at the expense 
of American industry, because the oi] continues to flow. 

In the case of the pottery and glassware industry, the situation is 
even more critical, and the prospects for early improvement are glum 
indeed. Ever since the United States concluded the peace treaty with 
Japan, our country has been plagued with an ever-increasing flow of 
cheaply made goods coming into our American markets from the 
Orient. The free trade policy which exists under the Reciprocal Trade 
Act has permitted the Japanese to glut our markets with cheap 
imitations of quality American goods and has displaced thousands 
upon thousands of United States workers with “coolie” laborers. 
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In the First Congressional District of West Virginia, along the Ohio 
River, which has long been the hub of the American glass and potter 
industry, economic chaos has resulted from our policy of “appeasing” 
the world at the expense of our own American tax-paying industries 
and workers. The State Department has been interested in not offend- 
ing foreign diplomats but has exhibited a devil-may-care attitude in 
regard to the effect which the free-trade one-world policies have had 
upon American industries. My office has received hundreds of letters 
from the glassware and pottery manufacturers and workers in the 
First Congressional District of West Virginia, which clearly indicate 
the rapid decline in production and jobs which has come about since 
the end of World War II. 

What then is the solution to this problem? The Constitution of our 

great Nation readily supplies the answer in that section which reads: 
The Congress shall have power to lay and collect taxes, duties, impost and 
excises ; and to regulate commerce with foreign nations. 
For over two decades, the Congress has delegated its constitutional 
powers to the executive branch and has relied upon the questionable 
judgment of a few bureaucrats to determine our trade policies, and to 
exercise a life-and-death control over American workers by determin- 
ing when or where quotas or traiffs should be removed on the impor- 
tantion of foreign-made goods. In effect, Congress has abdicated its 
constitutional duty to regulate commerce and to formulate policies 
relating to foreign trade. I do not mean to belabor the members of the 
United States Tariff Commission, because on the whole they have 
been dedicated men, but unfortunately their advice and counsel have 
too often been overruled by the President on the questionable advice 
of the “striped-pants boys” in the State Department. 

It is my considered opinion that Congress should “recapture” its 
power to supervise the foreign trade of this Nation, and to formulate 
policies relating to protective tariffs and quotas. With this thought 
in mind, I have joined with Congressmen Davis and Simpson in intro- 
ducing legislation which would amend the Trade Agreements Act to 
provide for only a 1-year extension. These bills would return to 
Congress the final decision as to whether to accept or reject recommen- 
dations of the Tariff Commission under the escape clause provisions 
rather than to permit the executive branch to solely determine this 
matter. This would give Congress a-checkrein on foreign imports 
and restore the inherent constitutional powers which rightfully belong 
to the legislative branch, and not the executive branch of Government. 
My bill pending before the committee for this purpose is H. R. 11521. 

In addition, I introduced H. R. 6425, in the first session of this 
Congress, which would regulate the foreign commerce of the United 
States by establishing import quotas under certain specified conditions 
to protect American producers from the harmful effects of foreign 
imports. This bill, too, is pending before the Ways and Means Com- 
mittee. I respectfully urge the committee to give earnest consideration 
to these legislative proposals, and I am hopeful that the provisions of 
these bills might be substituted for the harmful and dangerous pro- 
visions of H. R. 10368. 
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Again, I want to express my appreciation for the courtesy extended 
by the committee in permitting me to testify. Iam sure your decision 
will be reached only after careful consideration, and I am hopeful it 
will be in accordance with the best interests of our American system 
of free enterprise. 

The CuHarrman. Are there any questions ? 

Thank you, sir, for giving us your views. 

That concludes the calendar today. Without objection the com- 
mittee will adjourn until 10 a. m. tomorrow. 

(Thereupon, at 12:25 p. m., the committee was recessed, to recon- 
vene at 10 a. m., Tuesday, March 18, 1958.) 
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TUESDAY, MARCH 18, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHairnman. The committee will please come to order. 

Our first witness this morning is Mr, Robert Rennie. 

Mr. Rennie, please come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF ROBERT RENNIE, IN BEHALF OF THE COOPERATIVE 


LEAGUE OF THE UNITED STATES OF AMERICA, WASHINGTON, 
D. C. 


Mr. Rennie. Mr. Chairman and gentlemen of the committee, my 
name is Robert Rennie. I come before you today as the representative 
of the Cooperative League of the United States of America, Chicago, 
Ill., in support of the proposed Trade Agreements Extension Act. 

The CuarrMan. You are recognized, Mr. Rennie. 

Mr. Rennie. The Cooperative League is a national federation of 
cooperatives. Our membership includes most of the consumer co- 
operatives of the country, both rural and urban. In addition, it in- 
cludes some of the major farm supply cooperatives, the National 
Rural Electric Cooperative Association, and a number of other or- 
ganizations. The Nationwide Insurance Co., which I serve as vice 

resident and research director, is also a member of the Cooperative 
ague. 

( ro direct membership comprises almost 3 million families, and if 
we include all the local cooperative members, the figure would exceed 
12 million different families. 

The Cooperative League firmly believes it is to the benefit of these 
members and indeed to the benefit of all Americans that the Recipro- 
cal Trade Agreements Act should be extended. 

Our major concern is the welfare of all people in the United States 
and the policies and programs designed to promote their welfare. 
We believe that their interest in increased reciprocal trade and tariff 
reductions has 3 aspects: first, there is their interest as consumers; 
second, their interest as producers; and finally, their interest as re- 
sponsible American citizens. 
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THE TRADE AGREEMENTS PROGRAM BENEFITS CONSUMERS 


The general interest of Americans as consumers is clear. There 
is no conflict. All Americans, however they make their living, have 
an interest in plentiful food, abundant goods, and low prices. 

When we buy sugar from Cuba, small cars from Germany, or motor 
scooters from Italy because they are cheaper and better, we are raising 
our own standard of living. We do this not only by making the con- 
sumer’s dollar go further, but by also giving him a wider ‘and freer 
choice of goods. 

Our whole modern economy is based upon what has been called the 
law of comparative advantage. This principle says that it pays to 
buy from the other fellow when he can produce goods relatively more 
cheaply than you can make them yourself. 

Let’s see how this has worked in the growth of our own country. 
In the early days of our Republic, 95 percent of our people lived in 
rural areas. The sheared their own sheep, carded and spun their own 
wool, wove their own clothes, dressed their own meat, and ate what 
they themselves raised on the farm. In short, in miniature they were 
the perfect ideal of the extreme protectionist, buying nothing, making 
everything for themselves, And they were poor. There are still 
countries that live much like this, and they are poor. These are the 
countries which are most susceptible to the Soviet trade and aid pro- 
grams today. 

It is only as people and nations have learned to economize in the 
true sense by making what they can make best, and exchanging it with 

each other, that they have risen from poverty and stagnation to eco- 
nomic abundance and growth. 

The trade agreements program benefits producers: But there is an- 
other aspect to the American’s interest in reciprocal trade. It is in 
his role as a producer. Usually, as producers, we can see very clearly 
where our own personal interests lie. If we manufacture for export, 
we are vitally interest in extending reciprocal trade. If, on the other 
hand, our industry is highly protected by tariffs, we are afraid of this 
reciprocal trade bill for fear it will hurt us. 

It have been said that when we buy abroad instead of at home we 
are robbing our own manufacturer of a sale and enriching a foreigner. 
This is emphatically untrue, Every dollar we spend for imports is 
ne either to buy American goods or to invest in American enterprise. 
A dollar spent abroad is a dollar spent here and a dollar spent more 
economically, if it can get us something we could not have afforded 
otherwise. 

This is not too difficult to understand. The important thing to 
recognize is that the volume of exports will increase if we expand the 
volume of our imports. If we buy more sugar from Cuba, for example, 
they will have more dollars to buy cotton and rice from our Southern 
States, which depend very heavily on the sale of these crops for a 
living. 

When people talk about the equities of tariff reduction, they forget 
that there are two sides to this coin. Lower tariffs may hurt one 
interest, but higher tariffs, or any tariffs, hurt our wheat farmers. 
our cottongrowers, our machinery and equipment industries, and 
above all our consumers, which, in one aspect of their lives, means 
everyone. Cutting down on imports simply reduces exports by a 
comparable amount. 
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ACHIEVEMENTS UNDER THE TRADE AGREEMENTS PROGRAM 


We often forget the great accomplishments which have been 
achieved under the trade agreements program. At the beginning of 
this program in 1935, our imports amounted to $2 billion. Last year 
they had risen to $13 ‘billion. On the other hand exports, which were 
only $2.3 billion in 1935, had climbed to $20 billion last year. In other 
words, the 75 percent average reduction in our tariffs since 1934 has 
produc ed no flood of imports. Exports have risen relatively much 
more rapidly. 

The reductions in trade barriers against the United States which 
have been achieved under this program help every part of the Nation. 
Let me be specific. In the State of Ohio, where I live, we have a 
strong stake in the extension of foreign trade. Last year, our ex- 
porters shipped over $1 billion of goods abroad. This trade provided 
employment, directly or indirectly, for some 350,000 persons. 

More ‘important, the export portion of their business permitted 
a large number of firms to expand their operations substantially 
beyond their break-even point. Without such business, their payrolls 
and earnings would present a very different picture indeed. And for 
the future the St. Lawrence seaway project is creating a grassroots 
awareness throughout the Midwest of the importance of maintaining 
a growing foreign trade and a flexible trade policy. 

Gentlemen, I am a research director, and one of my jobs is to keep 
in touch with the attitudes of some of our 2 million policyholders in 
the insurance companies. I can subscribe to this statement that there 
is a growing awareness throughout the Middle West of the importance 
to this country of the Reciprocal Trade Act and the program. 

In my home city of Columbus, a world trade department has been 
established by the chamber of commerce. It is now in the process 
of surveying the Columbus export industries. While the total re- 
sults of this survey will not be available for several weeks, reports 
from 40 percent of the firms sur veyed state that their export sales 
were $27 million during 1957. This is a significant percentage of 
their total production. "The articles range all the way from ceramics, 
plastics, and baby foods to oilfield equipment and coal-mining 
machinery. 


THE TRADE AGREEMENTS PROGRAM BENEFITS US AS RESPONSIBLE CITIZENS 


Thus far, I have deliberately refrained from presenting the vital 
stake we have as responsible citizens in our reciprocal trade program, 
We believe that world peace on a secure and enduring basis is the 
most cherished desire of the American people. Increased trade is one 
cornerstone needed to build that peace. 

The most critical need of the United States at this time is a better 
understanding of our aims and objectives among the peoples of the 
world. Last week I heard General Greunther make this point. In 
fact he said that better understanding of aims and objectives in this 
country abroad, particularly in the Far Eastern countries, was per- 
haps as important as the provision of defense weapons. I would cer- 
tainly agree with him on that statement. 

It has been said that no man is an island unto himself; and neither 
is any nation. We are part of the democratic free world, engaged in 
an intense struggle with the forces of communism. 
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We need friends and allies as much as they need us, and we are not, 
if we can help it, going to let any part of the free world go by default. 
It is very easy to forget, in all the concern with our own interests, 
just how dependent a neighbor may be on a single item of trade with 
us. Our foreign trade is so important to other countries that small 
adjustments by us can be very helpful to them. For example, we are 
the chief market for Swiss watches, for Scotch whiskey, for Cuban 
sugar. Spain sends us three quarters for her pickled olives, and Port- 
ugal sends us 40 percent of her cork. It is easy for us to lose sight of 
pickled olives in all the trade statistics, but we can be very sure that 
Spain does not lose sight of them. 

Many countries view us almost entirely through our trade policy. 
When we raise tariffs or other barriers on butter or cheese from the 
Netherlands, we not only hurt one of our best customers, we not only 
cut down sharply on the wheat the Dutch can buy here, but most im- 
portant in my opinion, we give deadly ammunition to our enemies, who 
live by poisoning the minds of our allies against us. 

In the last analysis, we are all in a boat together. This is true not 
only of Americans, but of the millions of people around the world 
who trade with us, who share in the common defense, and who are try- 
ing to make a success of democracy. 

‘When we hurt a neighbor’s trade, we hurt his capacity and his will 
to be strong. When too many of the citizens of a poor nation feel they 
have nothing to defend, the country is no longer an ally, but a liability. 

_ We of the Cooperative League feel we speak for our members as 
consumers, as producers, and as good citizens when we ask you to give 
the President the power over the next 5 years to negotiate such mutual 

tariff reductions as will best serve the interests of all the American 
people. 


RECOMMENDED MODIFICATIONS OF H. R. 10368 


Authority to increase rates. Gentlemen, we would recommend that 
certain modifications be made in H. R. 10368. The first is in the author- 
ity to increase rates, which is given to the President. We are opposed 
to the provision of the bill which would permit the President to in- 
crease duties more than the present law allows. The Administration’s 
request for authority to raise duties to 50 percent above the statutory 

‘ates in effect in 1934 is a step in the wrong direction. You will recall 
that those rates were the highest every maintained i in this country. 

We do not think that such authority is in the general interest. 
In fact, we feel it will do more harm than good, particularly during 
a period of economic recession. Certain countries imposed or raised 
tariffs during the depression of the 1930’s. The results of these 
beggar-my- -neighbor policies were bad. Higher tariffs brought 
prompt retaliation on their products from other countries. 

The current slump in United States exports is already serious. Any 
increase in tariffs would reduce exports and further increase unem- 
ployment. Because our export business generates so much more in- 
come and employment than our import business, we cannot take any 
action which would tend to reduce the level of our international trade. 
We therefore recommend that this authority to raise rates be removed 


from the bill. 
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IMPORTANT ADJUSTMENT PROGRAM 


Some of the witnesses who have appeared before this committee 
have proposed that the Government give special assistance to indus- 
tries and communities which can demonstrate they have been injured 
by import competition resulting from tariff reductions. We think 
that such proposals have considerable merit, and urge that they be 
given careful study by the Congress. 

This type of adjustment program goes to the heart of the problem. 
The resources now being used in many of our tariff-protected indus- 
tries could be more productively uesd elsewhere. Tariffs are, in fact, 
a price-support measure designed to protect certain industries, They 
are the taxes we levy to prevent certain producers and workers from 
being injured by foreign competition. But these protective measures 
should be gradually reduced. At the same time, we should give posi- 
tive help to those protected industries and communities to enable them 
to adjust to new and more productive occupations. 


RECOMMENDED RETENTION OF CERTAIN POWERS IN H, R. 10368 


Final decision on tariff increases: In the following section we 
recommend the retention of certain powers which we noted have been 
questioned in the printed bill, The first is the final decision on tariff 
increases. ‘The Cooperative League strongly urges that the final deci- 
sion on whether or not to raise tariffs in escape-clause cases should 
not be given to the Tariff Commission, subject only to congressional 
review. 

We share Mr, Dulles’ viewpoint that the Tariff Commission, which 
is limited in its analysis of appeals for tariff increases primarily to 
the question of domestic impact, cannot know all the factors that 
involve United States security in our trade program. In our opinion, 
the President must retain his powers to accept or reject Tariff Com- 
mission recommendations. 


FIVE-YEAR EXTENSION OF THE ACT 


In the next section we agree that the act should be extended for 
5 years to prevent the negotiations during the critical formative 
period of the common market and the free trade area in Western 
Europe. 


ADDITIONAL AUTHORITY TO MAKE FURTHER TARIFF CONCESSIONS 


The Cooperative League believes that any failure to renew and 
extend the trade agreement program at this time would seriously 
threaten United States influence at a critical period in our history. 
In a country like ours which is strong and prosperous, whose industry 
is the most advanced in the world, we have everything to gain by 
freer trade, and everything to lose, if we do not push ahe: ad with 
this phase of our foreign economic policy. 

In addition to these me: sures, we think that the Congress should 
authorize the membership of the United States in the proposed 
Organization for Trade Cooperation. The GATT has achieved great 
progress in our foreign trade policy, but we need a mechanism to 
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serve as the administrative arm of that agreement. As we see it, the 
OTC would serve the best interests of this country in providing for 
more orderly administration of the provisions of the agreement. 


CONCLUSIONS 


The foregoing statement sets forth our conviction that the extension 
of the Trade Agreements Act is of major importance to the prosperity 
and well-being of the United States and to the economic strength and 
political unity of the free world. 

The continued economic health of the United States has become 
progressively more dependent of world markets for its exports and 
on production abroad to meet more of its domestic needs. 

At the same time, other countries have become more dependent on 
the United States for essential imports and on American markets for 
exports. 

This large trade among nations is seriously threatened by the per- 
sistent dollar shortage. The immediate objective of our foreign trade 
policy should be to achieve a better balance in dollar payments. To 
attain that objective, the essential need is to permit a eutanehe reduc- 
tion in tariff rates. In our opinion, this reduction can best be achieved 
by extending the Trade Agreements Act for 5 years in the form we 
have suggested in this statement. 

The tenner Mr. Rennie, we thank you, sir, for coming to the 
committee and giving us the views of the Cooperative League of the 
U.S. A. on the bill before the committee. 

Are there any questions ? 

Mr. Byrnes. Mr. Chairman ? 

The Cuarrman. Yes. Mr. Byrnes will inquire, Mr. Rennie. 

Mr. Byrnes. I am interested in the first paragraph on page 4 of your 
statement. 

Are you implying there that we should abandon or repeal section 22 
of the Agricultural Adjustment Act? Are you further contending 
here that the fact that we put limitations on the importation of prod- 
ucts which the Government is buying under its epreneae support 
program “gives deadly ammunition to our enemies” ? 

r. Rennie. No, sir. I was using this primarily as an example. 

Mr. Byrnes. Is it a good example? 

Mr. Rennie. I believe it is, sir. I think that this is perhaps in the 
area of several of our must friendly allies. This is an area which is 
causing considerable difficulty among the agricultural sectors of these 
nations. 

Mr. Byrnes. I am interested in knowing whether the Cooperative 
League is here saying that we should remove the present embargoes 
and limitations such as quotas that we have on butter and cheese enter- 
ing this country today. , 

Mr. Rennie. No, sir. I am talking about the possibility of raising 
these beyond their present limits. In other words, I use specifically 
the word “raise”. 

Mr. Byrnes. At the present time we have practically a complete 
embargo on butter and cheese, do we not ? 

. Rennie. That is correct, sir. 

Mr. Byrnes. So there is not much chance of going any further and 
raising further barriers, since we practically prohibit any entry into 
this country. 
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Mr. Rennie. It is, of course, a question of whether we at this point 
want to get into the whole question of our agricultural policy, and the 
Cooperative League has a clear-cut policy on our agricultural poli- 
cies. 

Mr. Byrnes. As I read your statement, though, you are saying that 
the very fact that we are embargoing butter and cheese and are doing 
it as part of the agricultural program, you make the flat statement that 
in doing so we are giving deadly ammunition to our enemies. I assume 
you mean the Communists. 

Mr. Rennie. That is correct, sir. 

Mr. Byrnes. Under that circumstance, would you suggest, there- 
fore, that we had better not give them this deadly ammunition, that we 
should remove the barriers that we have today under the agricultural 
program ¢ 

Mr. Rennie. I think that in terms of our foreign economic policy, 
it would be advisable if we moved in the direction of graduall 
eliminating, removing some of these barriers which are causing dif- 
ficulties for our friends in Western Europe. I think that there should 
definitely be on the part of the Congress a policy to adopt measures 
which would gradually work toward the reduction of barriers which 
are causing difficulties in our foreign economic relations with our 
friends in Western Europe. Yes, sir. 

Mr. Byrnes. I take it, then, that you are suggesting in a sense 
that if we have a support program just as we have for dairy products, 
whereby we buy in this country butter and cheese at a given price to 
keep the price from going down, that we should as part of our foreign 
trade policy also support the market on butter and cheese interna- 
tionally. 

Mr. Rennie. No, sir. There are two alternatives. 

One is to work toward a different agricultural policy in this coun- 
try, rather than expanding the concept of support prices in general. 
I believe that from an economic point of view there are more ac- 
ceptable measures for solving some of our economic and agricultural 
problems and getting a flow of resources into other areas; just as I 
have suggested we work toward getting economic resources out of 
highly protected industries into more productive occupations, I think 
the same principle applies in the agricultural area. I do not see any 
difference in principle. 

Mr. Byrnes. That is all. 

The Cuatrman. Are there any further questions? 

Mr. Simpson will inquire, Mr. Rennie. 

Mr. Simpson. Doctor, I have to admit that I am not exactly clear 
with respect to your position, as to the Cooperative League’s position 
on this matter of price supports. I understand that one of your ob- 
jections to increasing crude barriers by the United States is that it 
would result in higher prices to the consumer. 

Mr. Rennie. That is correct, sir. 

Mr. Srwpson. And yet you do support it, as I understand, you do 
support governmental support prices for the farmer, which do in- 
crease prices to the consumer. 

Mr. Rennie. Sir, I do not think that can be interpreted from my 
statement to Mr. Byrnes. 

Mr. Sireson. But I am asking the question. What is the answer? 
Do you favor support prices for agricultural produets ? 
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Mr. Rennie. The president of the Cooperative League, Murray 
Lincoln, has stated in testimony before another committee of this 
Congress, that he would like to see the end of price supports in agri- 
culture as soon as possible. He is not for an abrupt cessation of price 
support programs. 

Mr. Suupson. I am asking you a question, Mr. Rennie, as to whether 
you favor support prices for agricultural products. That is my first 
question. Second, if you say that you do, I then ask why you object 
to protecting industry by giving them tariff protection. 

Mr. Rennie. I think the question I was asked was as to what the 
position of the Cooperative League was. I stated that the president 
of the Cooperative League has stated that he would like to see the end 
of price-support programs in agriculture just as I in this paper stated 
that I would like to see price-support programs in our foreign trade 
policy ended as soon as possible, not abruptly but gradually. 

Mr. Suvpson. Then, you want price supports continued, but you 
want tariffs reduced. Is that right? 

Mr. Rennie. On a gradual basis in both areas; yes, sir. 

Mr. Simpson. But this legislation is to extend for 5 years the au- 
thority which would, so far as it is concerned, continue agricultural 
supports. 

Mr. Rennie. As I conceive it, this bill does not face itself directly 
to the question of agricultural support prices. 

Mr. Stupson. How earnest is your opposition to the request by the 
administration for authority to increase barriers still further? 

Mr. Rennie. We feel that this should not be in the act as it is 
finally adopted by Congress. We feel strongly on this point. 

Mr. Simpson. Do you understand the purpose of the request by the 
President that it be included in the bill ? 

Mr. Rennie. I believe I do; yes, sir. 

Mr. Stwpson. Would you mind stating it ? 

Mr. Rennie. I think that there is a desire to meet certain critical 
situations as they arise and, when they arise, on specific commodities. 

Mr. Simpson. That is to say, the President wishes authority to pro- 
tect industries which are being injured. And you object to that? 

Mr. Rennie. We object to that because we feel there are better 
ways of solving the problem of industries that are being injured by 
| imports. 

. Mr. Stupson. Do you object to that requested authority by the 
President if the item involved is an agricultural product? 

Mr. Rennie. We object to it on any grounds, sir. 

Mr. Srwrson. Do you not want to protect the agricultural producer 

of the product which is being seriously damaged, in the face of the 
President’s request for authority to protect that industry ? 
. Mr. Rennie. We feel that there are better ways, sir, to handle this 
problem. We feel that the increase in the tariff rates is in the wrong 
direction. We feel that a measure of economic relief, direct relief 
to these communities and to these industries that are being injured, 
to facilitate the transfer of resources out of those industries, is the way 
to do it. 

Mr. Smrrson. I am talking about agricultural products at the mo- 
ment. Do you have in mind any one in respect to which you would 
suggest that the producer give up and go on Government relief ? 
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Mr. Rennie. We feel that the same principle applies to agriculture 
as applies generally. We feel that resources should be transferred out 
of agriculture. é 

Mr. Srurson. So that if it were found that, with respect to butter, 
existing law did not give the President sufficient authority to protect 
the industry, the President, having requested this additional authority, 
you would deny it, preferring, I must conclude, that those producers 
of butter go on what I term governmental relief, or shift into some 
other business. Is that your position ¢ Heh 

Mr. Rennie. Let us be realistic, Congressman. The competition to 
the butter industry has come far more from substitutes that are pro- 
duced right here in this country than they have from foreign imports 
of butter. In other words, this is a question of a dynamic, growing 
economy, and the question of certain sectors of the agricultural indus- 
try—agriculture—which have been injured, but which have been in- 
jured far more from domestic substitutes than they have from foreign 
imports. And I think this applies to butter. I think it applies in some 
ways to the textile industry, cotton. 

Mr. Simpson. All those things help to bring to pass the situation 
I am picturing, and I am using butter as an example where assistance 
is required to protect the industry or else it will be lost. 

The President now seeks authority to re additional relief in 
those circumstances, and you do not want that given to him. 

Mr. Rennie. We feel that the the assistance should be given to him 
in other forms, under other measures. 

Mr. Srmpson. And what isthe other form ? 

Mr. Rennte. To provide relief for these industries, direct relief, 
to facilitate the education of people in these industries to move to more 
productive occupations. 

Mr. Stmpson. In other words, you would shift the individual from 
his preferred occupation in which he is now engaged into another, and 
you would do that even though it be an agricultural product which is 
involved. 

Mr. Rennig. Congressman, if I may give a personal example: I was 
a farmer in Massachusetts. I was working about 18 hours a day on a 
rocky 40-acre farm. I have transferred to other occupations, and I 
assure you, sir, that it is very fortunate that I have done so, for the 
sake of my family and of my own morale. I think this is true in many 


areas. Many farmers are not in a position to do this. We should give 
them help to do so. 


Mr. Stmpson. All right, sir. 
There is one other question I want to ask you. 
You recognize that the authority the President exercises with respect 


to the trade agreement program is authority which is delegated to him 
by the Congress ? 


Mr. Rennie. Yes, sir. 

Mr. Stmpson. And, inasmuch as Congress has the authority to grant 
that to the President, the Congress must have it in its entirety, and 
without that grant the Congress would have it. Why do you conclude 
that the President should have the final authority with respect to the 
relief given any industry, and not the Congress? 

Mr. Rennie. This is a question, of course, of the division of powers. 
I share Mr. Dulles’ viewpoint, as I understand it, as expressed when 
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he was here before this committee, that the United States Tariff 
Commission is a Commission which looks at the purely domestic as- 
pects of the question of whether or not a domestic industry is injured 
as a result of imports. 

At the present time, our foreign trade directly involves the welfare 
of many of our closest allies, and it seems to me that in view of the 
security provisions and the other provisions of the administration or 
the other responsibilities and functions, only the President is in a 
position to judge and to view the implications of foreign security 
activities as they apply to our trade. 

In other aecin, trade is one of the cornerstones of our whole foreign 
policy, and that power resides in the hands of the President. If you 
do not give him all of the tools to carry out a successful foreign policy, 
of which foreign trade is one of the most important, then it seems to 
me we are in danger, we are jeopardizing our foreign policy at a time 
when it can be very critical for the United States. 

Mr. Suorrson. You are willing, then, to turn over exclusive juris- 
diction with respect to any of the tariff rates to the President without 
any recall authority on the part of Congress. 

Mr. Rennie. I would continue the powers which the President now 
has in the Trade Agreements Act. 

Mr. Sotrson. And in those instances where the industry is unable to 
survive because of too intense competition from abroad, irrespective 
of what the industry may be, you would provide other means of gov- 
ernmental relief by way of trading, relocation, and so on, to provide 
work for the individuals involved. Is that correct ? 

Mr. Rennie. And I think the President obviously, as President of 
all the people, is going to take these questions into account. in his own 
review of applying the escape-clause and peril-point provision. I do 
not think we can come to the conclusion that the President is not going 
to take into account the welfare of particular people when he makes 
these decisions, I think that that does not follow. 

Mr, S*zpson. T think it is uncontested and I hope you will agree— 
and if you do not, I wish you would say so—that there are areas 
wherein the industry is a declining industry asa result of competition. 
In those instances where the President has seen fit, for one reason 
or another, to deny relief, I understand you to take the position that 
it is the Government’s obligation to train the personnel, and I hope 
you mean to assist the owners of the business to get into other types 
of business :. in other words, to let that industry go. 

Mr. Rennie. Our position is that the resources of this country must 
be utilized to the maximum, and if we can train these people to become 
useful citizens in areas where we need their productivity desperately 
in this race we are faced with, with our enemies, then I think they 
ought to be trained into those areas. il ade 

Mr. Srpson. The manufacture of pottery is declining in the 
United States. That is one industry in which relief has been denied. 
That is one that I assume you refer to, and one that we might let go 
by the board, training the people to go into another business. Is 

hat correct ? 
= sal That is correct, sir. And of course, my home State 
of Ohio is one of those affected in this area. We are welcoming the 
labor force from those areas into more rapidly growing and more pro- 


—— 
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ductive areas of the State. We need those people in some of the 
other areas of the State. 

Mr. Simpson. I hope I am not putting words into your mouth; I 
would not think of doing that. But I gather that what you mean is 
that pottery, being a declining industry as far as its existence in Ohio 
is concerned, should be given up and those people should go into some- 
thing else. 

Mr. Rennie. We feel that there is, in a dynamic economy, always 
the ebb and flow of industries. There has tobe. This is part of the 
dynamism which we have in this country, which is part of our free 
enterprise system. 

Mr. Simpson. The shifting from pottery into something else? 

Mr. Rennie. That is correct. And this is going on all the time. 

Mr. Stupson. The St. Lawrance Waterway will help bring in the 
pottery from Italy and other countries. 

Mr. Rennie. The St. Lawrence seaway will bring prosperity of a 
level and degree that has been unknown to the Middle West pre- 
viously. 

Mr. Stimpson. Suppose a man does not want to give up making pot- 
tery. Would you require him to or put him on relief? 

Mr. Rennie. This is not a question of black and white. You will 
recall that you studied the law of diminishing returns in school. 
Obviously, there are going to be occupations available in these very 
industries for a certain number of people. 

Mr. Srmpson. That more or less disposes of pottery. 

What do you think about soft coal, bituminous coal, which is quite 
a declining industry in Pennsylvania, basically, in my opinion, because 
of excessive imports of certain types of oil, gas, and so on. What 
would you suggest that we do for that declining industry? Teach 
those people to do something else? 

Mr. Rennie. I think the industry is declining more because of com- 
peting fuels, sir, than because of imports of competing commodities. 

Mr. Srmpson. In that way, we could take one industry after another 
and let its existence depend upon a President’s wishes. 

Mr. Rennie. I do feel the bituminous coal matter does go to the 
heart of the trouble, because the decline of this industry, if you look 
at the quantitative aspects of it, is caused by competing domestic 
sources of fuel, rather than imports of identical products from abroad. 
And as I said, this goes to the heart of our dynamic economy. 

Mr. Simpson. To the extent that the exports of the competitive 
product cause unemployment in the coal mining industry, you would 
not give protection to the coal industry by increasing the duty or 
limiting the imports of those competing products. Is that right? 

Mr. Rennie. We do not recommend the increase of tariffs at this 
time. We recommend the gradual lowering of tariffs in the interests 
of a growing national income and our foreign economic policy. 

Mr. Srmpson. But you want to keep the protection that you now 
have for agricultural products in a vast area. 

Mr. Rennie. No, sir. My principle on agricultural products is 
identical with that of tariffs, that we are requesting a gradual with- 
drawal of protection for agricultural anaes and programs of 
transfer, education, and aid to depressed sectors of our agricultural 
population. 
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Mr. Srupson. Do you favor free trade completely ? 

Mr. Rennie. This is a rather academic question, I think, sir. What 
we are talking about here in this bill is a gradual, moderate lowering 
of tariffs over a 5-year period. I think we have to look at the specific 
industries. We cannot talk about these things in the abstract. We 
have to look at specific industries. We have to look at specific prob- 
lems of foreign economic policy and make our decisions accordingly. 

I think this is what the administration seeks to do in this bill. 

Mr. Stmeson. Thank you, sir. 

Mr. Boces. Mr. Chairman ? 

The Cuatrman. Mr. Boggs will inquire, Mr. Rennie. 

Mr. Bocas. You are familiar, are you not, with the fact that the 
coal industry itself has developed an export market? Has it not? 

Mr. Rennie. Yes, sir. 

Mr. Boces. I am informed that that market has been somewhat help- 
ful to the industry. 

Mr. Rennie. Yes, sir. I believe the figures in 1957 were some $700 
million, $600 million of coal exports. 

Mr. Boaes. And of course, in the field of technology there are many 
competitive fuels. It is probable that atomic energy will become com- 
petitive not only with coal but with oil and gas and other forms of 
energy. Is that not likely? 

Mr. Rennie. Yes, sir. 

Mr. Boges. So that these alleged protective devices cannot con- 
ceivably protect against technological advancement, can they? 

Mr. Rennie. You have expressed my point much better than I did. 
This is the very point I was trying to make to Congressman Simpson. 

Mr. Boaes. And the fact that we attempt to erect these barriers at 
international frontiers is simply a drain upon free enterprise, is it not? 
This is Government interference. 

Mr. Rennie. Yes, sir. It seems to me that we must withdraw from 
these price support devices. We must have a free flow of resources and 
manpower into those industries, those growing industries, those 
dynamic industries which are going to make the strength of the United 
States over the next 10 or 15 years. 

Mr. Boces. Would you say that the character of trade and industry 
would be changed considerably in the Midwest as a result of the open- 
ing up of the St. Lawrence seaway ? 

Mr. Rennie. We are certainly making plans in that direction, sir, 
and they are certainly going to solve some of the problems that we do 
have in these areas. 

Mr. Boces. That is all, Mr. Chairman. 

The Cuarmman. Mr. Curtis will inquire, Mr. Rennie. 

Mr. Curtis. I would like to pursue this agricultural subject just 
one step further. 

I gather from your testimony that you are not in favor of the exclu- 
sion of agricultural products from the jurisdiction of GATT. I am 
not talking just about the United States but the fact that those coun- 
tries have excluded in the same way the United States has the agricul- 
tural products of that country. 

Mr. Rennie. I am aware of the problems that some of the agricul- 
tural commodities have caused in the negotiations for the free trade 
area and the common market, yes, sir. 
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Mr. Curtis. I am not talking about GATT now, but the fact that 
these countries like Switzerland, when they come into GATT, ask 
for exclusion of agricultural products; in fact, most of them do. It 
suggests to mé that not only do we find in this country a different 
problem, or at least a different approach, with respect to agricultural 
products, but so do these friends of ours abroad, so that GATT is 
largely excluded from operating on agricultural products. 

Mr. Rennie. Yes, sir. The agricultural products are a much more 
difficult area to deal with in foreign trade, because so many domestic 
measures have been taken to protect the producers in these countries. 
In other words, we have gone so far in terms of domestic protective 
measures within these countries—I think that Denmark is probably 
the only country that does not have some protective device, super- 
structure, to protect agricultural commodities—and when you get 
over into the foreign-trade area it just compounds the issues. 

Mr. Curtis. I believe Denmark has. But you still feel, though, 
that you would like to see the GATT or the countries that are members 
of GATT gradually move into the area of removing barriers in trade 
on agricultural products ? 

Mr. Rennie. I doubt, Congressman, whether it can be a unilateral 
action just in the foreign-trade area. I think there has to be a paral- 
le] movement to reduce some of these scaffoldings domestically. 

Mr. Curtis. I agree with you, and I also would add that the uni- 
lateralism must not end just in the United States. If it is going to be 
reciprocal trade, we have to look at the people abroad as well as our- 
selves. So often people who come to testify before this committee, 
who are in favor of freeing-up trade, look at our own sins, as they call 
them, and I think we should look at them, but they tend to forget 
that these countries we are dealing with in many instances are a great 
deal worse than we are in creating these barriers and also establishing 
external supports and regulations in regard to agricultural com- 
modities. 

Mr. Rennie. Is it not one of the objectives of this act to give us the 
tools with which we can negotiate with our trading partners on just 
such questions as these ? 

Mr. Curtis. That is true, and we have had those powers before, 
and so we look to see what we have done with them, and we find this 
situation on agricultural products where practically all the countries 
including the United States, exclude them from the jurisdiction of 
GATT. 

And incidentally, as you pointed out earlier, the common market is 
being set up on the basis that you exclude them, which leads me to 
ask the question whether agricultural products, because of the pe- 
culiarities that do exist, should be excluded. Your answer is still not 
clear, whether we should move into this area or not. 

Mr. Rennie. Congressman, I do not want to appear before you in a 
completely unrealistic posture. I think the principle applies. I 
would like to see movement across all of our economy, movement to- 
ward liberalizing our trade relations. I think I am realistic enough 
having been a farmer myself, to realize that this is the toughest nut of 
all to crack. But I would like to see movement, I would like to see 
direction, and I think there has been good will on the part of people 


who have negotiated GATT to at least try to move in the right direc- 
tion. 
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Mr. Curtis. I do not think so on agricultural products. The coun- 
tries that come to GATT immediately say that there is an exception in 
the case of all agricultural products, and they will not even discuss 
them with the United States or ask the United States to sit down and 
discuss problems of possible barter with these undeveloped countries 
that have only raw materials. 

I want to go to one other area, though, just for a limited time. You 
are a witness representing consumers, and you place considerable em- 
phasis on the advantage the consumer derives from lower prices. 

Of course, you are familiar with the fight the United States labor 
movement has conducted for many years against sweatshop goods in 
this country. They predicated that fight on the basis that it was not 
in the long run Denk for the consumer to have cheaper prices, and 
likewise it was not good for labor. 

Would you agree with that philosophy ? 

Mr. Rennie. I think the main arguments, as I recall them, were on 
a somewhat different basis than the one we are discussing here. Partly, 
it is a question of equity among groups. 

Mr. Curtis. No, I am talking about economics, whether over the 
long run the society gains and the consumers in that society gain by 
the cheapness of sweatshop labor products, and whether the laborer 
himself who has got a job—that was the argument of those who ran 
the sweatshop, that they were employing people. The argument of 
our labor union leaders was that in the long run it did not benefit the 
consumer and did not benefit the laborer. 

This is an economic argument they have advanced. I was asking 
whether you agreed with it. I mepoe to agree with it. 

Mr. Rennie. Of course, I was looking at an individual in terms of 
these three aspects. As a consumer he may gain but as a producer, 
obviously, a man working in a sweatshop is in no position to be any- 
thing but an economic zombie. 

Mr. Curtis. I am talking about in the long run, whether the con- 
sumer gains by this. I think that they made a pretty good case. 

The thing I am coming to, of course, is very obvious: That it would 
seem to me the same principle would apply to our relations in foreign 
trade. If indeed the cheapness is coming from what amounts to 
sweatshop labor, in the long run we probably are not benefiting our 
consumer, and we certainly are not benefiting the economy abroad 
that produces this product. 

Mr. Rennie. This is a question of transfer of resources. If the 
sweatshop labor was due to employment in a submarginal industry 
and the wages gradually forced these people into more productive 
industries, then I think the economy is a lot better off. I think this 
is what we have in certain regions of our country today. All you 
have to do is look at the statistical abstract to see that the average 
income in certain States is far lower than what it ought to be. Our 
Census Bureau tells us that over the next 10 years these people are 
going to move out of this State into more productive States. 

Mr. Curtis. Are you in favor of establishing a Federal minimum 
wage? It isa dollar an hour now. Are you in favor of that kind of 
principle of imposing that burden on our manufacturers on the 
grounds that it is socially advantageous ? 

Mr. Rennie. I think that this is again a question of short run ver- 
sus long run. I am certainly in favor of minimum wages. I am also 
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in favor of direct measures to get people out of submarginal indus- 
tries into industries that are more productive. 

Mr. Curtis. I am simply asking you a question, because I cannot 
pursue the logic. 

If you approved of the minimum wage, then, of course, I would 
think you would recognize that if it would be socially advantageous 
in this country, the same principle should apply abroad, where pos- 
sibly there is an area for differential to reflect that burden that has 
been imposed upon our producer. 

But I will go on to one final question, the theory behind antitrust 
laws, that although the consumer may derive some benefit from a 
lowering of price below cost, incidentally, for the time being, while 
the producer is gaining the market and destroying his competitor, 
once he has done that and then raises his price, the consumer of 
course does not benefit from that price. 

You will agree with that? 

Mr. Rennie. I think we are confusing short run and long run. 

Mr. Curtis. I am not confusing anything. I am asking a ques- 
tion. Do you agree with that philosophy that lies behind our put- 
ting on our books the antitrust laws? Do you agree with it or do 
you not? 

Mr. Rennie. This is a question of an industry for a short period 
of time undercutting the market so it can get a monopoly position. 

Mr. Curtis. Exactly. And we pass antitrust laws to prohibit it. 
Do you agree with that philosophy or not ? 

Mr. Rennie. We agree that there should be antitrust laws on the 
books. However, we think that in the long run this is antisocial. 
We think in the long run the Trade Agreements Extension Act is in 
the public interest hectae it permits a flow of commodities and 
resources and manpower into our more productive industries. 

Mr. Curtis. I was not asking anything about that. I was asking 
simply whether you agree with the philosophy of our antitrust laws, 
and that in the long run the consumer did not benefit from the opera- 
tion of trusts, driving out the competitor by lowering the price; 
because the next answer to the question is a very obvious one: If 
indeed in some instances all that has happened is that American 
capital has gone abroad in order to avoid the antitrust laws and to 
then ship their manufactured product into our domestic market under 
the same process of driving the competitor out by selling at a lower 
cost and then, once the competitor is gone, raising the cost, where does 
the consumer benefit, the consumer that you are representing ? 

Mr. Rennte. I think you have a very good point, Congressman. 

Mr. Curtis. Thank you. 

The Cuatrman. We thank you again, Mr. Rennie, for coming to 
the committee and giving us the benefit of your views. 

Our next witness is Mr. Alfred N. Steele. 

Mr. Foranp. Mr. Chairman. 

The CuatrmMan. Mr. Forand. 

Mr. Foranp. Before Mr. Steele takes the stand, by request I ask 
unanimous consent that there be appended, following the statement 
made by Mr. T. E. Veltfort, managing director of the Copper & 
Brass Research Association, a number of amendments to the bill H. R. 
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10368, on which he testified. «I would like to-have that appear imme: 
diately following his testimony. 

The CHarmman. Without objection, it will be included in the 
record. 

(The amendments referred to are on p. 1815.) 

The Cuatrman. Mr. Steele, for the purposes of this record, will 
you please identify yourself by giving us your name, address, and 
the capacity in which you appear ? 


STATEMENT OF ALFRED N. STEELE, BOARD CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER, PEPSI-COLA CO. 


Mr. Streets. My name is Alfred N. Steele. I live in New York 
City at 3 West 57th Street. I am the chairman of the board of the 
Pepsi-Cola Co. 

The Cuarrman. Mr. Steele, will it be possible for you to conclude 
your statement in the 15 minutes we have allotted to you, sir? 

Mr. Steere. Easily. 

The Cuarrman. You are recognized, sir. 

Mr. Sreete. Representative Mills, Representative Boggs, gentle- 
men, for many reasons, I am deeply appreciative of the opportunity 
to place on record my views on reciprocal trade. 

First of all, I welcome the opportunity as an American citizen who 
is both practically and emotionally concerned with the welfare and 
prestige of my country. 

Secondly, i welcome the opportunity as an individual who has 
modest but confirmed humanitarian instincts, and who believes that 
friendship among people everywhere is the key to worldwide hap- 

iness. 

Finally, I welcome the opportunity as a businessman who is respon- 
sible in large part for the financial and economic security of thou- 
sands of other Americans, my company’s stockholders, employees, and 
their families. 

I want to state at once, that in all three capacities, I am strongly in 
favor of the proposed legislation that will continue in an effective 
manner the reciprocal trade agreements program. I believe that this 
legislation is vital to the best interests of an overwhelming majority 
of the American people. 

In giving you the reasons for my views on the subject, I do not in- 
tend to establish arbitrary or artificial subdivisions of my personality. 
I do not consciously think as an American, a businessman, or as an 
individual. I know that the interrelationship of current events is 
such, that what affects a person as an American citizen inevitably has 
bearing on his well-being as an individual and his success as a busi- 
nessman. 

However, it is in my role as a businesman that I have been exposed 
to most of the experiences and conditions that have shaped my atti- 
tudes as a patriotic American, and I must draw on these experiences 
for evidence that supports my conclusions. 

To lend perspective both to the evidence and conclusions I am about 
to offer, let me say immediately that the business implications and 
consequences of America’s international trade policy have almost neg- 
ligible effect on my own company. 


' 
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I would like to explain this briefly. In the more than 77 areas 
throughout the world in which we do business, we have had to carve 
out our own destiny in each country. Our negotiations with local 
governments have not depended on the trade policies of the United 
States, for the simple reason that we have always given each of these 
governments good cause to be reasonable in the matter of dollar allo- 
cations. 

When our trademark goes into a country, the soft drink that is sold 
is produced by nationals of that country. The plant in which the 
product is manufactured is owned’ by nationals of that country. 
With but one exception, the ingredients that go into that product are 
made and purchased in the country. The equipment used to bottle 
that product is manufactured in the country. The facilities and ma- 
terials used to distribute and advertise the product are made and 
yurchased in that country. In short, gentlemen, the product itself 
seis a product of that country. What does this mean to these 
countries? What does this mean to our company? And what is the 
analogy between the facts and the maintenance of our country’s 
strength ? 

I will tell you in specific terms. 

At the present time, more than 6,500 men and women work in the 
pate that manufacture our product outside the United States and 
Canada. 

These people last year earned more than 20 million gold dollars in 
wages and commissions, which they used for food, clothing, other 
necessities of life, and for their local taxes. And this figure does not 
even begin to take into account the income of the thousands of other 
people who are employed in these overseas countries in occupations 
necessary to the supplying of our plants. 

Carrying this line of reasoning one step further, I’d like to mention 
90,000 tons of sugar. This is the quantity we used last year to 
sweeten our product. To the sugar producers of the Philippines, 
South America, Central America, and the Caribbean, the purchase of 
the sugar resulted in income of 10 million gold dollars each year— 
income on which local taxes are paid, I might add. 

I could go on to discuss similar supe of carbon dioxide gas 
that puts the effervescence in our product, the 24 million bottle caps 
that we use every single day, the wooden cases, the steel equipment, 
and the other components of what amounts to a $500 million industry 
that provides steady employment to thousands of people, continuous 
support of dozens of local industries, and income in dollars to more 
than 75. governments. 

But I would not pursue the point further because I do not want to 
lose sight of one irrefutable conclusion. 

Through increased employment in our bottling plants and in the 
plants of the manufacturers where our vital supplies and equipment 
are produced, through taxes that are paid by our bottlers and by the 
citizens of each country out of their income earned directly or in- 
directly from our operations, and through our purchases of the 
products of the country in which we do business, we are helping to 
elevate the standard of living in all of the countries in which we have 
operations—and in elevating them, they are shown the American way 


of life. 
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_As a result, our company has won the favor and support of the 
citizens and governments of the 77 countries on 6 continents in which 
our product is sold. We do not have to depend, therefore, on inter- 
national agreements for our profits, because our company is relatively 
independent of America’s trade policy. 

As a consequence—and this I consider to be important—my view- 
point as a businessman on the extension of the Reciprocal Trade 
Agreements Act is certainly objective. 

My viewpoint as an American citizen, though it is related to my 
impressions and experiences in business, is far from objective, how- 
ever. 

It derives, in fact, from the analogy between my company’s opera- 
tions and those of the United States in the field of world trade. 

It boils down to the inescapable conclusion that what is good for 
the country we are dealing with is in turn good for ourselves. This 
applies to America’s international relationships every bit as much as 
it applies to the soft drink business. 

In 1957, for example, other countries sold us $13 billion worth of 
products. It was largely through the use of this income that these 
countries were able to buy from us $20 billion worth of our output. 

Putting it another way, if they hadn’t received the dollars in pay- 
ment for their products, where would they have obtained the dollars 
to pay for their purchases? And, of equal significance, what would 
have happened to the 414 million American workingmen whose em- 
ployment depends on our export trade? For example, in our own 
company right here in the United States we have in excess of 3,000 
employees. In excess of 1,000 of those employees are on the payroll 
in behalf of our export business. And, to the balance sheets of the 
hundreds of American corporations who derive a substantial segment 
of their profits from their overseas activities? 

In other words, it is America and Americans who have the largest 
stake in expanded trade between the United States and the other 
countries that comprise the free world. 

Production of our great volume of exports has resulted in record- 
breaking employment, a higher standard of living for Americans, and 
in an overall strengthening of our economy. 

Then, too, our encouragement of international commerce will hasten 
the day that we are able to replace aid with trade as a major phase 
of our foreign policy. 

These factors alone are reason enough to confirm President Eisen- 
hower’s statement that : 

We can either receive the benefits of the reciprocal lowering of trade barriers 
or suffer the inevitable alternative of increasingly high barriers against our own 
commerce, which would weaken our economy and jeopardize American jobs. 

But there are other reasons, too, and they range from the area of 
international economics to international politics, to international 
diplomacy. Again, an example from my own experience will illus- 
trate the point: 

As you know, my company has a product that is inextricably asso- 
ciated with the American life, even though it takes on a national 
character in each of the countries in which it is sold. 

Our competition—and I mean our competition on the other side 
of the Iron Curtain—is well aware of our product’s contribution to 
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local economies and is waging a private cold war against us, as well 
as against other examples of western ingenuity. 4 : 

It is not uncommon for a concentrated program of vilification and 
slander to be directed by the Communists at our well-known 
bottle of refreshment. You can’t tell me that the Soviet Union is 
ignoring international trade as one of the battlefields of the cold war. 

I have spent almost the last year in the Middle East, and seeing the 
inroads of the Russians with their heavy equipment and their trade 
is pretty sickening, particularly when you know the people that are 
buying this equipment, who are generally pro-West and very much 
pro-West, come to you and complain and say, “Well, it is pretty sad 
that we have to buy from countries behind the Iron Curtain.” 

I might add that history provides many warnings about the danger 
of allowing an aggressive nation to make inroads in other countries. 
The all-too-frequent sequel is military penetration. 

Now, gentlemen, if economic self-interest and vital political and 
military considerations were not sufficient arguments to bring about 
an affirmative decision on the legislation in question, there would still 
be one factor whose potency, in my opinion, would resolve the issue 
in favor of continued encouragement to international trade. 

I call this factor the human equation. It is the principle on which 
my company’s overseas business has been developed, and I think it is 
worthy of your attention. 

What this principle implies is that the well-being of the world at 
large depends on the well-being of the individual. If there is under- 
standing between you and your neighbor, there is more likely to be 
understanding between your country and its neighbor. 

Believe me, it is no coincidence that our product is known as the 
refreshment of friendship in 77 countries all over the world. 

Now, when I speak of the well-being of individuals and the well- 
being of nations, I must confess that I am speaking of the democratic 
way of life. I believe fundamentally and deeply that the two con- 
cepts are synonymous, and every experience I have had as a business- 
man has strengthened this conviction. 

By way of explanation, I want to point out that while our business 
tends to become a national enterprise within each country, the fact 
is that the operation of the business represents an application and 
extension of the American way of life. It is a symbol of America 
that our worldwide family of bottlers make available to some 400 
million people in all walks of life every day. 

When the delivery man in Oslo or in Leopoldville or in Bangkok 
calls on an outlet, he takes with him a product that typifies the Amer- 
ican way of life. And people the will world over enjoy this product 
of hte United States 24 million times a day! It is evident that I 
have had more opportunity than the average man to study the in- 
fluence on international harmony of transplanted Americana. And, 
having observed the salutary effect our refreshment of friendship has 
had on social and economic life in all corners of the world, I have 
developed extremely strong feelings—as an American, as an indi- 
vidual, and as a businessman—about supporting activities that dem- 
onstrate the American way of life in other countries. 

I have come to the conclusion that a person can’t believe sincerely 
in democracy and what it stands for without believing simultaneously 
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that true democracy must be international in scope. And in this day 
and age, it is an economic fact of life that true democracy thrives on 
an interchange of products as well as an interchange of ideas. 

For example, the very negotiations that result in American prod- 
ucts going overseas invariably contribute to greater international un- 
derstanding by providing a platform for discussion of the methods 
and achievements of the various forms of government. And you 
would be impressed at the number of occasions during my business 
dealings with representatives of other governments that the conversa- 
tions are dominated by the inherent power of the democratic system. 

I believe that the impact of witnessing democracy revealed and 
being understood in a new and clearer light would stimulate Congress 
to support not only reciprocal trade, but all other legislation that 
fosters and facilitates the expansion of American business in world- 
wide markets. 

What is more, products and the manner in which they are dis- 
tributed can have a strong influence on both ideas and universal 
understanding. 

There is simply no denying that every American product that goes 
abroad—constitutes a powerful advertising weapon for the demo- 
cratic mode of life. Every product reflects the capacity of democ- 
racy—and demonstrates that it is an effective and functional phi- 
losophy. 

At the same time, the products that we import contribute to our 
understanding and appreciation of the people of other countries. In 
more respects than one, international trade is very much a two-way 
street. 

With this in mind, we have the opportunity with one piece of legis- 
lation to alleviate international tension, expand the influence of true 
democracy on a worldwide basis, demonstrate the interest of America 
and Americans in the welfare of the world’s community and insure 
our own economic well-being. 

I do not see how we can follow any course of action but to support 
a full and effective extension of the reciprocal trade program in ac- 
cordance with the views of President Eisenhower. 

Speaking as an American, as an individual, and as a businessman, 
I urge you to do all within your power to identify the United States 
as a completely cooperative member of the family of free nations. 

You can do this by voting for extension of the Reciprocal Trade 
Agreements Act because there is no more essential means of cooperat- 
ing with other nations than in the field of international trade. 

Thank you very much for granting me the opportunity of being 
heard on this vital subject. 

Thank you very much for granting me this opportunity. 

The CxHamman. Thank you, Mr. Steele, for coming to the com- 
mittee and giving us the benefit of your views. We appreciate the 
very fine statement that you have made. 

Are there any questions of Mr. Steele? 

_ Mr. Bosses. Mr. Chairman, I would like to make just an observa- 
tion. 

The Carman. Mr. Boggs. 

Mr. Boses. First I would like to congratulate Mr. Steele on his 
statement. I would also like to say that I have met a great many 
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of his representatives, and believe me, they do carry out the program 
that he mentioned in his main statement. 

It was a very fine statement. 

Mr. Streetz. Thank you, sir. 

The Cuamman. Mr. Sadlak. 

Mr. Sapuak. I, too, believe that Mr. Steele has made a very fine 
statement. However, he has emphasized in his statement that he 
does not speak directly to the effect of the bill before us: namely, 
the extension of the Reciprocal Trade Agreements Act. 

On page 6, Mr. Steele, you mention that these international Com- 
munists oe sometimes vilified these products. What do they say? 
that Pepsi-Cola does not mix with Vodka ¢ 

Mr. Sreete. Even more, in Cairo, we have had trouble from the 
Communists in their overturning our trucks, and a few things of that 
kind. You must remember that those trucks are owned by the na- 
tionalists of Egypt. But the point I was trying to get at was that 
our total program of promoting and developing our product into the 
ways of the countries that we enter represents an American way of 
selling. We are calling on more retail outlets every day than prob- 
ably anybody else in the town. We are teaching these retailers to sell 
like Americans. We represent American democracy, if you please. 
And because of this impact and because we are so American, doauite 
the fact that we try to become nationalistic in our operation, too, it is 
an inescapable fact that this is an American product and we are 
spreading the American philosophy and American democracy and 
the American way of life. 

Mr. Sapuak. I take it you have done an important job, Mr. Steele. 
However, you have done this all without the benefit of reciprocal 
trade agreements. You have done it on your own, on your own 
initiative. 

Mr. Sreete. We have done it without benefit of reciprocal trade 
agreements. But I am sure that if this country did not have a good 
reciprocal trade policy, finally our business would dry up and we 
could not continue as we are now; because it is the interchange of 
other dollars than our own that helps us get dollar allocation. 

Mr. Saptak. You have made a very fine presentation for inter- 
national trade, but I think we all want to see it reciprocal. 

Let me ask you this question, Mr. Steele. 

On the basis of your vast business experience and the great deal of 
time you have spent in these many countries, do you feel that the 
United States taxpayer, the United States citizen, is being benefited 
by the different programs which have been termed as giveaway 
programs? Do you think we have made friends and allies for this 
country ? 

Mr. Srervr. Not necessarily, no. I do not think to the extent of 
the aid that we have given. But I think that that comes down to a 
matter of business judgment, the way a man looks at it in his own 
experience. I certainly do not want to be critical of any departments 
of our Government, but that type of operation has to be handled like 
a business selling and promotion program. 

I have talked with a number of the people in India about our giv- 
ing them all the wheat that we have given them—and of course, we 
have sold some of it to them. They have got to pay that back. There 
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are many ways that many in industry could enter into that program 
by using the currency of that country and remitting to the United 
States Government dollars, in the development of a program. 

So there are many facets to this aid that we have given around the 
world; if industry could be involved in it some way, I am sure they 
could make a real contribution to it. 

Mr. Sapiak. I would like to ask one final question. 

Do your organizations around the world pay any higher wages than 
any other industries in those countries ? 

r. Sreerz. No. Of course, our top representation around the 
world is composed of Americans, the officers of our overseas enter- 
prises. Immediately below them, however, they are nationals of the 
countries they work in, and our wages to those people are comparable 
with the wages of people in the same classification in those countries. 
They are executives, so they are certainly above the peasant class. 

Mr. Sapiak. You do not provide additional incentives so that they 
might take it that by working for your organization throughout the 
world it tends to increase their own standard of living? 

Mr. Sreeiz. No. Of course, our American boys that are paid dol- 
lars live in some countries where it is pretty economical to live. 

Mr. Sapiak. That is all, Mr. Chairman. 

The Cuarrman. We thank you, Mr. Steele, for coming to the com- 
mittee and giving us the benefit of your views. 

Mr. Steere. Thank you, Mr. Chairman. 

The Cuatrman. Our next witness is Mr. Miles E. Robertson. 

Mr. Robertson, please come forward and identify yourself for the 
record by giving us your name, address, and the capacity in which 
you appear. 


STATEMENT BY MILES E. ROBERTSON, IN BEHALF OF THE MANU- 
FACTURERS OF STAINLESS STEEL FLATWARE, SILVER PLATED 
FLATWARE AND HOLLOWWARE, AND STERLING SILVER FLAT- 
WARE AND HOLLOWWARE, INCLUDING THE STAINLESS STEEL 
FLATWARE MANUFACTURERS ASSOCIATION, WASHINGTON, D. C. 


Mr. Rozertson. My name is Miles E. Robertson. I am president 
and board chairman of Oneida, Ltd., which has some 2,800 employees 
located in Oneida, N. Y., and Sherrill, N. Y. 

The CuHarrman. And you appear in behalf of the Stainless Steel 
Manufacturers Association ? 

Mr. Ropertson. I am appearing in behalf of three industries, of 
which the stainless steel flatware is the most important in this con- 
sideration. ‘These industries are: the manufacturers of stainless steel 
flatware, the manufacturers of silver plated flatware, and the manu- 
facturers of sterling flatware. This investigation largely circles 
around stainless steel flatware. 

If the chairman will permit, I believe you have a transcript of 
my testimony, and with your permission, from time to time, in order 
to save your time, I may wish to collapse paragraphs and to give only 
1 or 2 quotations from the Tariff Commission’s own report, rather than 
to give the 6 or 8 in the statement. The ones that I give will be in 
tenor with the others. 
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The CxHarmman. Without objection, your entire statement will 
appear in the record. 

Mr. Rosertson. If questions are asked me, I regret that I wish my 
hearing were a little more acute. 

The CHarrman. You will be recognized for 20 minutes without 
interruption, Mr. Robertson. 

Mr. Reed. 

Mr. Reep. Mr. Chairman, I am very glad personally to recognize an 
old friend here before the committee. I know that he will give us, 
as he always does, some very enlightening information, and I hope 
that the chairman will be very indulgent, as well as the other members 
of the committee, in giving him a little additional time, because I have 
read his paper over and I think it is going to be well worthwhile. 

Mr. Rosertson. Thank you, sir. 

The Cuairman. You are recognized, Mr. Robertson, for the allotted 
time. 

Mr. Rosertson. Thank you, sir. 

I speak not only for our own company, but, as well, for all the 
manufacturers in the above industry classes. 

I propose to give you a factual case history of an American industry 
that is being rapidly destroyed through concessions granted to foreign 
nations under the General Agreement on Tariffs and Trade; further, 
clear evidence that the existing peril point and escape clause safe- 
guards in the legislation, as presently administered, are of no value 
whatever to industry. 

My remarks will deal almost entirely with stainless steel flatware. 
Our industries make knives, forks, and spoons of stainless steel, silver 
plate on nickel-silver base metal, and sterling silver. Any abnormal 
increase in one segment of our business is usually at the expense of 
another segment. 

This competitive relationship means that the tremendous increase 
in imports of stainless steel flatware has hurt all segments of our 
businesses. 

Stainless steel flatware is dutiable under paragraphs 339 and 355 of 
the Tariff Act of 1930. 

The rates of duty on stainless steel spoons are found under para- 
graph 339. 

The rates of duty on stainless steel knives and forks are found under 
paragraph 355. 

Pursuant to Trade Agreements negotiated under the General Agree- 
ment on Tariffs and Trade, the 1930 rates have been constantly reduced, 
with ever-increasing harm to our industry. A quick comparison is 
shown below: 








Tariff Act of 1930 Latest tariff rate 
Stainless steel spoons... ....| 40 percent ad valorem._.....| 17 percent ad valorem (June 
30, 1958). 
Stainless steel] knives and forks. -__.-- ....| 45 percent ad valorem._.....| 1244 percent ad valorem. 
Plus. Plus. 
(Blades and tines less than 4 inches) __- .--| 2 cents each. ................] 1 cent each. 


On November 2, 1955, at the time of the “peril point” investigations, 
I appeared before the Tariff Commission in behalf of our industries. 
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I will not take up the time of this committee in a detailed recital of 
all the points presented, except for this quick summary : 

1. By concessions in duty rates already granted to foreign nations, 
the tariff rates on knives and forks have been reduced 72 percent 
below the 1930 rates, and on spoons the duty rate has been reduced 
50 percent below the 1930 rate. 

2. A comparison was made of the hourly wage rates existing in our 
industries with those existing in the foreign exporting countries. 

8. It was emphasized that no amount of mechanization or industrial 
know-how could overcome this disparity in wage rates. 

4. Because of this disparity in wage rates between the United States 
and foreign exporting nations, our industries would be largely de- 
stroyed unless present duty rates could be importantly increased or 
unless a fixed import quota was established. 

5. Figures were presented showing the growth of imports. These 
indicated the injury already suffered by our industries, and we asked 
the Tariff Commission to make two findings: 

(a) That should be no further modification of duties such as the 
15 percent cut then proposed by the State Department. 

(6) That our industries required an increase in tariffs or the estab- 
lishment of a fixed import quota, if the serious injury was to be 
eliminated. 

In that November 1955 hearing before the Tariff Commission I 
predicted that Japanese imports alone would be far more than 1 
million dozen in 1955, and that 1956 imports would double the 1955 
figures. It was the understatement of the year. 

Let me now give you the figures on imports of stainless steel from 
Japan only, as compiled by the Tariff Commission’s staff : 

The 1953 imports of stainless steel flatware from Japan were 754,738 dozen. 

The 1954 imports of stainless steel flatware from Japan were 1,101,149 dozen. 

The 1955 imports of stainless steel flatware from Japan were 3,134,193 dozen. 

The 1956 imports of stainless steel flatware from Japan were 7,460,558 dozen. 

My effort before the Tariff Commission, at the time of the peril- 

oint investigations, was signally unsuccessful. We have never 
earned what recommendations it may have made to the President. 
We only know that as result of the bargaining in Geneva, the tariff 
rate on stainless steel spoons was still further reduced by 15 percent. 
No bargain for us, instead, an earlier death sentence. 

The peril-point safeguard having proven completely ineffectual, 
we then presented our situation to the Department of Commerce. This 
was done in the spring of 1956. We were told that the remaining 
— channel for relief was to initiate proceedings under the escape 
clause. 

Since we were fighting for our very existence and it was our deter- 
mination to exhaust al] avenues of relief open to us under the safeguard 
ah eeat as provided and intended by Congress, we accepted this 
advice. 

Thus, the next effort of our industry to save itself from complete 
destruction, was to make application under the escape-clause provision 
of section 7 of the Trade Agreements Extension Act of 1951. 

Our application was filed on April 11, 1957. The proceeding was 
initiated by order of the Commission, entered on the 18th day of 
April 1957. 
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The- public hearing, before the Tariff Commission, was held on 
July 16, 17, 18, and 19, 1957. Our industry was given ample oppor- 
tunity to present its case for relief. 

The information obtained at the hearing was supplemented by data 
obtained from questionnaires sent domestic producers and importers, 
and through extensive fieldwork by the Tariff Commission’s staff. 

Thus, we received very fair treatment and the serious plight of our 
industry was fully revealed. 

At the end of our presentation, we asked that the Commission 
establish 2 million dozen of stainless steel flatware as an annual global 
quota of imports. To support this request, the following important 
statements were made: — 

(a) Before the year 1950, the imports of stainless steel flatware 
were negligible. Thus, this is new business for the competitive foreign 
nations. They are cashing in on markets developed by American 
manufacturers over the past 100 years. 

(6) The suggested 2 million dozen quota represents approximately 
10 percent of the 1956 consumption in the United States of all stainless 
steel flatware, domestic produced and imports combined. 

‘(c) The suggested quota is far more than the total imports of any 
year up to 1955. 

(2) Suppose the entire United States manufacturing industry was 
required to give up 10 percent of its market to foreign competitors. 
Should that happen, with our wealth of productive facilities and 
number of men and women needing employment, this country would 
have a depression equal to that of 1931-33. Gentlemen, our industry 
has done its share, offered its 10-percent contribution to the common 
“ause. 

(e) True, a withdrawal of the concessions, made since the Tariff Act 
of 1930, would give some relief, but even then the delivered costs of 
imports would still leave the final selling prices of imported stainless 
steel flatware well below those of comparable quality domestic- 
produced flatware. Thus, the serious injury would not be fully abated. 

(f) Our industries have more than enough manufacturing capacity 
to supply all the United States needs. 

(g) It was our opinion that the statute governing this escape-clause 
proceeding calls upon the Commission, when it has found the existence 
or threat of serious injury, to recommend: 


The withdrawal or modification of the concession, its suspension in whole or 
in part, or the establishment of import quotas, to the extent and for the time 
necessary to prevent or remedy the injury. 

If this is so, then the Commission has the authority to recommend 
the establishment of a global import quota on stainless steel flatware. 
The Tariff Commission made its report to the President on our escape- 
clause investigation No. 61, on January 10, 1958. Quoted below are 
the findings and the recommendations: 


FINDINGS 


All members of the Commission unanimously find that, as a result in part of 
the duties reflecting the concessions granted thereon in the General Agreement 
on Tariffs and Trade, table knives, forks, and spoons, wholly of metal and in 
chief value of stainless steel, classifiable under paragraphs 339 and 355 of the 
Tariff Act of 1930 (hereinafter referred to as stainless-steel table flatware) 
are being imported into the United States in such increased quantities, both 
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actual and relative, as to cause serious injury to the domestic industry producing 
like products. 
RECOM MENDATIONS 


1. Commissioners Brossard, Schreiber, and Sutton recommend the withdrawal 
of the concessions granted in the General Agreement on Tariffs and Trade on 
stainless steel flatware valued under $3 per dozen pieces ; and 

2. Commissioners Talbot, Jones, and Dowling recommend the withdrawal of 
the concessions granted in the General Agreement on Tariffs and Trade on stain- 
less steel flatware, regardless of value. 

The members of our industry were pleased with the Commissioners’ 
unanimous finding— 
that stainless steel knives, forks and spoons “are being imported into the United 
States in such increased quantities, both actual and relative, as to cause serious 
injury to the domestic industry producing like products.” 

Our industry was extremely disappointed that the Tariff Commis- 
sion had, in effect, denied our request for a global annual import quota 
of 2 million dozen stainless steel flatware, particularly so since the 
members of the Commission had unanimously agreed that we had 
suffered and were continuing to suffer serious injury. 

Therefore, in late January 1958, a brochure was prepared by the 
industry entitled, “A Report to President Dwight D. Eisenhower.” 
It was, in effect, an open letter to our President asking him to pro- 
claim the global import quota as originally requested of the Tariff 
Commission. We believe that: 

(a) He had the legal right to do so. 

(6) The Tariff Commission’s unanimous finding of serious injury 
to our industry justified his doing so. 

(c) That the clear intent of Congress was to give complete and 
adequate relief from unfair competition when it inserted the escape- 
clause provision in the Trade Agreements Act. 

This four-page brochure contains charts, statistical data, and other 
material abstracted from the Tariff Commission’s own report, sub- 
mitted to the President on January 10, 1958. It shows the exact 
extent of the serious injury which we have already suffered, the fact 
that month by month the serious injury is being aggravated, and the 
basic reason why foreign nations were capturing the United States 
market for stainless steel flatware, namely, disparity of wage levels 
and constant tariff concessions. 

A copy of this brochure is being attached to, and made a part of. 
my present presentation. It is my earnest hope that every member 
of this committee may find time to review it. It shows, in graphic 
form, how one industry is being destroyed through policies as pres- 
ently pursued in the administration of the Trade Agreements Act. 

The following facts, from the Tariff Commission’s report, show the 
extent of the damage already caused by unrestricted imports of stain- 
less steel flatware: 

1. In 1953 the total imports of stainless steel flatware were 883,189 dozen. 
By 1956.the total imports had grown to 7,999.297 dozen. 

2. In 1953 the ratio of imports to United States production was 8 percent. In 
1956 this ratio had increased to 54.4 percent. In the first 4 months of 1957 this 
ratio had increased to 64.5 percent. 

3. In 1953 the ratio of imports to total United States consumption’ was 7.6 


percent. In 1956 this ratio had increased to 35.9 percent. In the first 4 months 
of 1957 this ratio had increased to 40.1 percent. 


1 Domestic sales plus imports less exports. 
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4. In third quarter 1956 Japanese imports alone equalled 43 percent of United 
States industry’s sales. 

In third quarter 1957, Japanese imports alone equalled 86 percent of United 
States industry’s sales. 

5. Just as the low-priced automobile offers adequate transportation wedded 
to pleasing appearance and is therefore a competitor of the higher priced car, 
so stainless steel flatware is a competitor of silver-plated and sterling flatware. 
This means that the ever-increasing flood of imports of stainless steel flatware 
hurts all segments of our industries’ business. The figures below reveal the 
degree of harm: 

In 1953 the ratio of imports of stainless steel flatware to our industries’ 
combined sales of all types of flatware (stainless, silver plate, and sterling) 
was 38.5 percent. 

In 1956 this ratio had grown to 32 percent. 

In first 4 months of 1957 the ratio had increased to 41.2 percent. 

6. The disparity in wage rates largely gives the reason why foreign con- 
petitors can, with ease, capture the entire United States market. Listed below 
is a comparison of hourly rates, excluding all fringe benfits (which are very 
expensive in the United States) : 

In our flatware industries the average hourly rate is $1.95. 

In West Germany the average hourly rate is $0.55. 

In Japan the average hourly rate is $0.163. 


In concluding this phase of the case history, I want to make one 
general statement with reference to wage in relation to the competition 
between nations. Cost accountants usually think of the direct wage 
content in the manufactured cost of an article as distinct from the 
other two major elements, namely, materials and overhead. 

This is quite proper when you are making cost comparisons between 
competitors in the same country, but it is meaningless when you are 
making cost or wage comparisons between manufacturers in one 
country as against the manufacturers in another country. Let me 
explain why it is meaningless, and I will use stainless steel flatware 
as the example. 

The value of the unworked ore in the iron mines constitutes but 
a minute percentage of our total factory cost. 

The moment that ore is raised from the ground, we pay American 
miners’ wages. 

The moment it goes to the smelting plant, we pay American 
smelters’ wages. 

The moment it is put on the railroads, we pay American railroad 
wages. 

When it goes to the rolling mill, we pay steel employees’ wages. 
Again, when it is shipped to us, we pay railroad wages. 

When we buy boxes, wrapping paper, buffs, and other miscellaneous 
items, we are paying for American wages spent by those producers. 

It ends up that what we are actually selling are American wages 
and salaries, or, in effect, the American standard of living. 

In like manner, what the foreign manufacturer is vallion is the 
standard of living in his country, be it Japan or West Germany. It 
is not the cost accountant’s definition of the direct wage content in 
the manufactured cost of an article. 

In spite of the fact that the Tariff Commission found that our 
industry had suffered serious injury and recommended the minimum 
relief—it could have recommended an increase in tariff rates of 50 
percent over the January 1, 1945, rates or it could have recommended 
an absolute fixed quota on imports—President Eisenhower, on March 
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7, 1958, in essence, rejected the Tariff Commission’s recommendations 
and thus denied our industry the needed relief. 

This means that, after 30 months of effort, after exhausting every 
remedy afforded us under the law, after proving to every Government 
official concerned that we are being seriously injured, we are right back 
where we started except that during the 30 months of struggle the 
ratio of imports to domestic production grew from 12.2 percent (1954 
import figures) to 64.5 percent (first 4 months 1957 import figures). 

s a background for my later comments, I must quote President 
Eisenhower’s “letters of decision”: ' 


To the CHAIRMAN OF THE SENATE FINANCE AND HoUsE WAYS AND MEANS Com- 
MITTEES. 

Dear Mr. CHAIRMAN : Under section 7 of the Trade Agreements Extension Act 
of 1951, as amended, the United States Tariff Commission reported to me on 
January 10, 1957, its finding that the domestic producers of stainless steel table 
flatware were experiencing serious injury as a result of increased imports, 

I have carefully studied the fact of this case, and I have had the benefit of 
the advice of the Trade Policy Committee and various departments and agencies 
of the executive branch. 

Although entirely satisfactory information is not available, especially for the 
year 1957, the Tariff Commission’s report demonstrates a striking upward trend 
in imports with important consequences for domestic producers. Bearing on 
this situation, however, are two significant developments that the Commission 
has not had an opportunity to appraise fully. Japan, which accounted for more 
than 90 percent of our imports in 1956, has limited its flatware exports to the 
United States. The first action in this regard set a limit of 5.9 million dozen 
for the year beginning last October 1. The Government of Japan has now in- 
formed this Government that it has decided to limit Japanese shipments to 
the United States to 5.5 million dozen for the current calendar year. 

These developments signify an important reduction in the volume of imports 
and thus hold considerable promise of relieving the situation of domestic pro- 
ducers. Because of this, I have concluded, after a thorough examination of 
the facts of this case, that a full evaluation of these developments is required 
and that action at this time on the Commission’s recommendations is inadvisable. 

In order that the necessary evaluation might be as precise as possible, I have 
asked the Secretary of Commerce to see that appropriate information on flat- 
ware imports is officially collected and tabulated. 

I am, moreover, requesting the Tariff Commission to keep this matter under 
review and to report to me as soon as practicable after December 31 with par- 
ticular reference to the experience of the domestic industry in 1958 during which 
the Japanese limitation on exports to the United States will have been in effect. 
In the event that unusual circumstances require, I shall call upon the Commis- 
sion for a report at an earlier date. 

Sincerely, 


DwIGuHuT D. EISENHOWER. 


To THE CHAIRMAN OF THE UNITED STATES TARIFF COMMISSION : 


Dear Mr. CHAIRMAN: For the reasons set forth in the enclosed copy of my 
letter of today to the chairman of the Senate Finance and the House Ways and 
Means Committees, I have concluded that the action at this time is inadvisable 
on the Tariff Commission’s recommendation of January 10, 1958, concerning 
stainless steel table flatware. 

I request the Commission, however, to keep this matter under review and to 
report to me as soon as practicable after December 30—first with particular ref- 
erence to the experience of the domestic industry in 1958 during which the 
Japanese limitation on exports to the United States will have been in effect. 

In the event that unusual circumstances require, I shall call upon the Com- 
mission for a report on an earlier date. 

Sincerely, 
DwiGcuTt D. EISENHOWER. 


' 


f 
’ 
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Before proceeding further, perhaps this general observation is in 
order, to indicate why our members are discouraged. 

The gentlemen of this committee know that, under ordinary con- 
ditions, no subject is more permanently “filed in dead” than to refer 
it back toa Commission for further study. 

If, in my concluding remarks I refer to the President, please un- 

derstand that I will usually be referring to the Trade Policy Com- 
mittee since, in my opinion, the “letters of decision” come under the 
classification of “signed but not written.” 

Let me first deal with this voluntary quota offered by the Japa- 
nese and the statement : 


That the Commission has not had an opportunity to appraise fully. 


That suggestion will not bear scrutiny. 

The Tariff Commission members spent 6 months, from July 16, 
1957, to January 10, 1958, in their deliberations on our case. On 
August 16, 1957, this Japanese voluntary quota plan was officially 
communicated to our State Department, the Commerce Department, 
and the Tariff Commission. Thus, the Commission had 5 full months 
to study it, weigh its sincerity, and judge its value in reducing our 

“serious injury. 

It may well have taken certain of our other Government agencies, 
from August 16, 1957, to March 7, 1958, to decide to use this Ja ¥ 
nese quota plan as an excuse for denying us the needed relief, 
you can be certain that the Tariff Commission members ited 
the Japanese quota plan at once as affording us any important relief, 
since they knew: 

1. That the then-proposed Japanese quota of 5,900,000 dozen was 
equal to approximately 45 percent of the total 1956 domestic pro- 
duction. 

2. That the Japanese imports for 1953 were only 754,738 dozen. 

3. That, by their quota plan, the Japanese were trying to freeze 
themselves into a 26.5 5 percent share of the whole U nited States mar- 
ket, domestic production, and imports combined. 

4. That the manufacture of knives, forks, and spoons is an in- 
dustry new to Japan. There is nothing cultural background of the 
Japanese that provides for the use of such articles in the average Japa- 
nese home. Thus, it is an industry developed solely to capture the 
United States market. As an industry, it is less than 10 years old 
and has attained its greatest growth in the last 3 years. 

5. That, if the Japanese did cut back their exports, they would 
step up their quality, still with selling prices far below those of 
American producers and make certain that the man-hours required to 
produce 5,900,000 dozen of the better quality were quite the equal of 
the man-hours required to produce 9 million dozen of their present 
average quality. We have already experienced this up-grading of 
7 merchandise. 

. That such a quota, solely policed and administered by the Japa- 
nese, might not ba lived up to. Let me give one example which might 
persuade me to question Japanese figures. Their quota of 5,900,000 
dozen was the approximate quantity which the Japanese said they 
exported to the United States in the year 1956. The Tariff Com- 
mission’s own figures developed over 8 months of intensive investiga- 
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tion, proved that the Japanese exports to the United States for 1956 
were 460,558 dozen. How does one easily explain away that dif- 
ference of 1,560,000 dozen ? 

True, the President says: 

The Government of Japan has now informed this Government that it has 
decided to limit Japanese shipments to the United States to 5,500,000 dozen for 
the current calendar year. 

What does that signify? Does anyone think that a reduction of 
400,000 dozen, in an assumed quota, will have any important effect in 
abating our “serious injury” ? 

No; it simply means that the Trade Policy Committee and the Jap- 
anese Government have reached joint agreement that this new indus- 
try in Japan is entitled to 25 percent of the total United States 
market—domestic production and imports combined—irrespective of 
the harm to an American industry that is far over 100 years old. 

Or is this an indirect instruction to the Tariff Commission which is 
supposed to guide its future findings ? 

ow the Tariff Commission, the State Department, or the Depart- 
ment of Commerce can give such official heed as will allow adequate 
policing at this end to such a voluntary quota from Japan, I leave for 
the lawyers to answer. 

We must assume that the Trade Policy Committee read the Tariff 
Commission’s January 10, 1958, report to the President and knows 
full well how impossible it is for domestic producers to compete with 
the selling prices of Japanese imports. The following are excerpts 
from pages 44 and 48 of the Tariff Commission’s report: 

Domestic manufacturers’ selling prices of stainless steel table flatware, for 
the industry as a whole, have shown an upward trend since 1953 (due to advances 
in wages and raw materials). 

Importers’ selling prices of flatware from Japan decreased about 28 percent 
from 1953 to 1957. (Due to Japanese low wages, there is no bottom to Japanese 
selling prices. ) 

The following tabulation shows the weighted average selling prices of this 
type — made in the United States and that imported from Japan for the 
year : 


Domestic producers : Dozen 
Id oo alee sec nmeuanee $2. 27 
I a a ocak eies Cintas ine wabereb enim cienieenee 3. 56 
Cee adh tales ial gdsdiamcesaeioasies 5. 36 

Importers of Japanese ware: 
alee SE 2 aces hin cnicee cabana wena nee . 92 
cecil eal ek eta aS ile eel lh ca hes cadivindeste de spicasimrceyistnlenbaanenbinss 1. 48 
a a cea ileal tech nesncieeine th genoeljutie 2. 87 


Can any United States Government agency, charged with the re- 
vt of protecting American industry, seriously advance the 
idea that a large Japanese quota, equal to 25 percent of the total 1956 
United States consumption, will abate the “serious injury”? 

The Cuatrman. Mr. Robertson, how much longer will it take you 
toconclude? I think you have already spent about 25 minutes. 

Mr. Rosertson. I beg your forbearance for perhaps 6 or 8 minutes 
more. 

The Cuairman. If you could make it less than that it would be 
appreciated. We still have about an hour or more oral testimony to 
hear and we must conclude in time to have an executive session at 2 
o'clock. 
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Mr. Rosertson. I shall try to cut asI go. 

_ The Trade Policy Committee has not been ignorant of our position 
in reference toa voluntary Japanese quota. Ever since the Tariff Com- 
mission’s January 10, 1958, report to the President, there have been 
queries as to whether we would accept such a proposal. 

The important members of that Trade Policy Committee have been 
repeatedly informed that we were unalterably opposed to accepting 
any quota in lieu of the Tariff Commission’s recommendations. 

It is oe that we have no standing in their court. We do 
strongly object to the fact that the Trade Policy Committee, in their 
narrow consideration of our case, has given the defendant—the Jap- 
anese—the right to be the judge of the remedy needed. 

And could I liken this to a court action. The Trade Policy Com- 
mittee in this case is the judge, we are the plaintiff, and we have 
various defendants, of which Japan is one and Western Europe is 
another. 

Now, we have the unique situation in which the main defendant, 
Japan, has pleaded guilty. Otherwise they would not have offered a 
voluntary vote to influence the Tariff Commission. We have the fact- 
finding body of the court, the Tariff Commission, also saying that they 
are guilty. 

So, with no more ado, the judge and the defendant go off in the 
corners by themselves and the defendant proposes the relief. 

Now we come to a very significant omission in the President’s “let- 
ters of decision.” It would appear that the only imports which re- 
ceived consideration by the President were those from Japan. 

What about the admitted harm from imports coming from West- 
ern Europe where wages are far lower and skills and manufactur- 
ing equipment are quite the equal of ours? 

Is this harm, and its inevitable increase now that the wraps are 
off, to be completely overlooked ? 

Let me quote again from the Tariff Commission’s January 10, 
1958, report to the President, statements by Commissioners Talbot, 
Jones, and Dowling: 

Page 56: “Moreover, the trend of domestic production as well as of imports 
is toward the higher quality, higher priced flatware. Costs of production, 
especially of the two most important elements, labor and stainless steel, have 
risen substantially over the past several years and are likely to continue to 
rise in the future. 

“The evidence shows that the domestic industry has been injured by imports 
from Europe as well as by those frem Japan.” 

Page 57: “The evidence indicates that imports from Burope contributed sub- 
stantially to the serious injury suffered by the domestic industry. European 
producers of stainless steel table flatware have the potential capacity to ex- 
pand their production greatly and at costs substantially below those of United 
States producers.” 

Page 63: “We conclude, therefore, that in order to remedy the serious in- 
jury suffered by the domestic industry, it is necessary to increase import duties 
on all imports of stainless steel table flatware, including the high quality flat- 
ware, in the production of which foreign producers have the largest labor cost 
advantage.” 

We are completely at a loss to know how the Trade Policy Com- 
mittee can justify this failure to recognize that there is a European 
competition which-is “contributing. substantially to the serious injury 
suffered by the domestic industry.” 

The failure by the Trade Policy Committee to recognize that there 
is any competition from nations, other than Japan, means that Euro- 
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pean imports will accelerate and will continue to take over our market 
without restriction. 

Oddly enough, in all the deliberations on our case, no Government 
official has given any heed to what American manufacturers have to do 
if they want to invate important foreign markets. 

Let me explain. We have 2 factories in Canada and 1 factory in 
England. Why did we have to make such large capital expenditures? 
It is because, in spite of lower labor costs, these countries have tariffs 
higher than ours, imposed to protect their own labor. 

The only way we can compete in these foreign markets is to put our 
own factories there and employ Canadian and English labor. 

On February 17, 1955, President Eisenhower, in a letter to Hon. 
Joseph Martin, made these statements : 

No American industry will be placed in jeopardy by the administration of this 
measure—H. R.1. Were we to do so, we would undermine the ideal for which we 
have made so many sacrifices and are doing so much throughout the world to 
preserve. This plain truth has dictated the retention of existing peril-point 
and escape-clause safeguards in the legislation. 

I want to say further that this same philosophy of administration will govern 
our actions in the trade negotiations which are to begin next week at Geneva. 

On February 18, 1958, the Honorable Secretary of Commerce, before 
this very committee, made these statements, and I quote: 


I want to stress equally my belief that when we work for increased trade, we 
have a clear duty to see to it that we do not grant tariff reductions which cause 
serious injury to individual segments of American business. 

It is because I am on the one hand convinced of the desirability of expanded 
trade, and on the other of the safeguards (peril point and escape clause) against 
serious injury to United States business, that I am prepared to support the 
legislation so unequivocally. 


The administration not only proposes that the peril-point and escape-clause 
procedures and other safeguards for American industry and labor in the present 
law be continued, but also that the safeguards be strengthened. The President 
would be authorized to raise duties as much as 50 percent over the rates which 
existed on July 1, 1934. 

Gentlemen of the Ways and Means Committee, I want to say: 

First, the President of the United States and the Secretary of 
Commerce made these statements after weighing all the factors in the 
equation: Imports, exports, national security, relationship between 
nations, solidarity of the free world, et cetera. 

Second, they agree that under any condition any individual seg- 
ment of American business must not suffer serious injury by the 
administration of the Trade Agreements Act. 

Third, they admit that serious injury could happen if the act was 
improperly administered. 

Fourth, they admit that the peril-point and escape-clause safe- 
guards are not only necessary but should be strengthened. 

Fifth, by implication, at least, they agree that the safeguard pro- 
visions will be observed and that the original intent of Congress will 
be preserved. 

Gentlemen, I have now given you a factual case history of an in- 
dustry that— 

Has been seriously injured by imports, with no dissenting voice, 
even within the administration. 

Has invoked the safeguard provisions of the act; namely, peril 
point and escape clause, both to no avail. 
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Has fought for its rights under the law for 30 months and 
has been denied its rights, not by Congress nor the Tariff Com- 
mission, but by the executive branch of our Government. 

Has seen the imports of Japanese goods alone grow from 24 
percent of the total United States production to approximately 
90 percent of the total United States production during the in- 
dustry’s 30-month fight. 

In view of the facts presented, how shall we define these official 
statements by the Chief Executive of our Nation? Are they idle 
words, empty promises, persuasive catch phrases to influence pending 
legislation, or what? Certainly we in our industry can have no con- 
fidence, can put no faith whatever in the statements or in the so-called 
safeguards. In the administration of our own case, they were a 
myth, 

We do not quarrel with the basic philosophy of the foreign-trade 
policies of our Government. We believe that they can be made ef- 
fectual without causing serious injury to industry after industry; 
can be made effectual by respecting the safeguard provisions of the 
legislation. 

What we do quarrel with is the fact that the executive branch of 
our Government does not live up to the promises of its spokesmen; 
that it deliberately thwarts the intent and purpose of the Congress by 
refusing, in practice, to admit that the safeguards are even in the 
legislation. 

In view of our case history, we earnestly press for these two 
amendments : 

1. That the escape clause of the Trade Agreements Act should be 
so amended as to provide that the findings and recommendations of 
the Tariff Commission should be transmitted to Congress for final 
approval or disapproval, instead of being sent to the President. 

The reason for changing the veto power from the President to the 
Congress is that the President, since the enactment of the escape clause 
of 1951, has rejected the great majority of the recommendations of the 
Tariff Commission. This has virtually nullified the intent of Con- 
gress and has contradicted the numerous assertions of the Chief Execu- 
tive since 1934, “that no domestic industry would be jeopardized by 
the trade agreements program.” This assertion was made indirectly 
not later than February 5, 1958, by President Eisenhower at his press 
conference. 

2. That there should be a spelling out of the conditions governing 
the establishment of import quotas under the escape clause. 

The existing escape clause sets forth no guide lines to govern the 
Tariff Commission’s decisions with respect to the establishment of 
import quotas. Under the present broad permissive authority, not a 
single import quota on an industrial product has been imposed, even 
though several have been recommended by the Tariff Commission. 

Thank you, sir. 

The Cuarrman. Mr. Robertson, we thank you, sir, for coming to 
the committee and giving us the benefit of the views of the Stainless 
Steel Flatware Manufacturers Association. 

Are there any questions? 

Mr. Reep. Mr. Robertson, could you tell, sir, about the feeling back 
home in regard to unemployment caused by imports? 
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Mr. Rozertson. I think I can do so quite intimately, sir. Of course, 
our employees have been quite conversant with the threat of Japanese 
imports. In my personal letters to stockholders I have had to mention 
that this is now the third year; I have had to talk to our employees 
as a group on the loudspeaker system. We have laid off quite a few 
hundreds of employees. In fact, I have to lay off 300 more in the 
next 30 days. 

At the beginning, all of our employees believed that we were bound 
to get help. When the Tariff Commission’s recommendation and 
finding came through, they were confused and somewhat unhappy.. 
and I was queried along with our department heads as to what help 
this would mean. When the President’s decision was reported in the 
local press, the confusion was replaced by anger. 

I am not trying to wave the American flag; I am trying to be ex- 
tremely truthful. We are laying off demobilized soldiers with 6, 7, 
and 8 years of seniority. It is pretty hard for those men, their fami- 
lies, their relatives, their neighbors, their fellow workers, to believe 
that this Government, or the agencies of this Government, would 
legislate in favor of Japanese men and women when American men 
and women are out of employment. And I think that is going on all 
over the country. 

I noticed an article in the New York Times only last Sunday in 
which a very important manufacturer of earthenware and china has 
now decided that. since he cannot fight them, he is goimg to join them. 
He has now announced to the trade and announced in this press re- 
lease that he is now going to have his goods made in Japan. 

That is a remedy that I do not want to take, and that is a remedy 
that is denied us. We have millions of dollars invested in bricks and 
mortar and machinery. We have in our local area up as high as 3,700 
employees, and we are the only employer in our local area. It would 
not do any good to move away. 

Mr. Reep. Oneida is not a large town. What is the population ? 

Mr. Rorertson. Oneida City is about 12,000, and we are outside of 
it about 3 miles in our own city. We employ about half of the employ- 
ables in the city of Oneida, or half of the employees within a circle 
of 5 miles from my office, sir. 

Mr. Reep. Is that the only payroll there ? 

Mr. Roserrson. The only important payroll, sir. 

Mr. Reep. In other words, if your industry is destroyed by imports, 
it will become more or less of a ghost town: will it not ? 

Mr. Rosertson. I will not say it is going to become a ghost town. It 
is just a matter of degree. I can say this to you, that the impact of 
Japanese imports on our own company and on the other companies 
that I represent has been very great. Every one of us has laid off 
employees. At least two have closed plants. And while it may not be 
a ghost town in which there is no living inhabitant, it will be a town 
which is sadly on the decline. 

In our own case, Oneida was in the first 10 cities in this country 
for 3 successive years, as far as economic well-being was concerned. 
It is far down the scale now, and will continue to drop. 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions? 

Mr. Stmpson. Yes; I have one. 

The CHarrman. Mr. Simpson, 
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Mr. Stmpson. I wanted to inquire, please, with respect to page 16, 
the paragraph there beginning “The Trade Policy Committee.” Do 
you neter there to the Committee of which Mr. Weeks is the Chair- 
man? 

Mr. Rosrrtson. I believe that is the new Committee formed by the 
President, of which Mr. Sinclair Weeks is now the Chairman. I 
have understood that in the consideration of our case—because I be- 
lieve the report of the Tariff Commission goes first to the Trade Polic 
Committee—Mr. Weeks withdrew and did not sit, and that another 
gentleman, whose name I believe is Mr. Kearns, did act as Acting 
Chairman. 

Mr. Srmpson. Have you any idea what their recommendation to 
the President was with respect to your industry ? 

Mr. Rosertson. I can only assume that Pensidens Eisenhower's 
many duties prevent him entirely from getting down to individual 
cases of this character. I must assume, therefore, that the decision 
of President Eisenhower was guided entirely by the Trade Policy 
Committee, supported perhaps by some remarks from the State De- 
partment. That is an assumption, sir, on my part. 

Mr. Stupson. Who has made the queries to you as to whether you 
would accept the proposal : namely, to agree to the Japanese voluntary 
recommendations 4 

Mr. Rosertson. The proposals were not made directly to me. 1 
was away in the month of February. Upon my return home, various 
members of our executive committee of the industries who had been 
pursuing this matter in Washington, visiting department heads, of- 
ficials of the State Department, officials of the Department of Com- 
merce, the administrative assistant to the President, have been queried 
by these gentlemen. 

Mr. Stmpson. I am very interested in the details. I think it is 
quite essential and I would like to know, were these from the Depart- 
ment of State, in part ? 

Mr. Rosertrson. I would say I am sure the Department of Com- 
merce, and possibly the Department of State. 

I want to add one point, sir, for fear of misunderstanding. I do 
not mean by these queries in any sense of the word that the members 
of our industry who were pursuing this matter in Washington were 
threatened that if they did not accept the quota, then they would 
be out of luck, as the boys say. I do not have any suggestion of that. 

Mr. Stmpson. You mean they did not hold a gun at your industry’s 
head ? 

Mr. Rosertson. I do not believe the gentlemen that we have talked 
with are men of the caliber who would hold a gun. 

Mr. Srupson. Is there not economic pressure being put upon your 
industry to give up a large share of your business? 

Mr. Rosertson. Most certainly, sir. 

Mr. Srupson. Figuratively, is that not pressure from departmental 
government that you are objecting to when you ask the é ongress to 


reassert its authority to directly control the duties? Is that not what 
you want us to do? 

Mr. Rosertson. More than that, sir. I think that the President’s 
message to the chairman of this Ways and Means Committee and the 
Senate Finance Committee, as well as to the chairman of the Tariff 
Commission, is a clear directive. What do I mean by that? I mean 
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that the President has said it has now come to this Government’s 
attention that the Japanese are willing to have a quota of 5,500,000 
dozen. He has then directed a request to the Commerce Department 
saying, “Now, you will please check the figures to see that they 
observe it.” 

He has said to the Tariff Commission, “You will hold this case open 
until after December 31.” 

That is a clear directive to us saying that if the Japanese hold to 
their quota and are nice boys for 5,500,000 dozen, which is 25 percent 
of our market, we will say to the Tariff Commission that the injury 
has been abated. 

Mr. Simpson. That is what I described as the GATT at your head. 

But my point is, you are not satisfied. You are in here properly 
complaining and asking us not to extend a law for 5 years which 
would in effect be congressional recognition of this policy of volun- 
tary agreements on the part of the other countries as a means of reg- 
ulating our manufacture, in your instance, of the stainless-steel goods. 

You do not want us to do that, do you? You are asking us to 
amend the bill to provide that if relief is directed by the Tariff Com- 
mission, the Congress must act either to agree or to disagree. 

Mr. Rosertson. My very definite recommendation, irrespective of 
whether it be a 5-year extension, a 2-year extension, or a 1-year exten- 
sion, and the most important recommendation we make, is that what- 
ever trade agreement act is passed, this recommendation we make: 
that the veto power of the President under an escape clause investi- 
gation shall be transferred back to the Congress where it orignally 
was. 

Mr. Srmpson. Then, the answer there is that you do not want 
the executive branch of Government to exercise the fiual authority 
with respect to the leveling of duties. 

Mr. Rosertson. With respect to the Tariff Commission’s findings 
and recommendations. 

Mr. Srstrson. I agree with you, sir. 

Thank you. 

The Cuarrman. Mr. Sadlak will inquire. 

Mr. Sapxax. In the interest of time, I will not ask any questions. 
But I think that Mr. Robertson has presented here a very compelling 
reason for this committee to give very sericus and earnest considera- 
tion to the amendments which he has presented to the committee. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Corrtts. I just want to know what is the percentage of labor 
possible in your product. 

Mr. Roperrson. The percentage of labor cost when IT am dealing 
with a manufacturer in the United States and I am making a com- 
parison of labor cost is from 35 to 38 percent. It will vary between 
manufacturers. But when I am competing with a manufacturer in 
West Germany or in Japan, it is a different situation. 

Mr. Curtis. Yes; I got your point on that. 

You think we ought also to include the cost that goes into the fabrica- 
tion of metal, and I think that is a perfectly proper point. I just want 
to get this one other question answered. 

How does productivity relate to your industry in relation to, say, 
Japan and Germany? That is, to the type of machinery and the meth- 
ods used. Do they have the same up-to-date machinery ? 
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Mr. Rosertson. I am very glad you asked that question, sir. 

At the request of our State Department, I have allowed groups of 
foreign manufacturers to go through our plant four times. One of 
those groups was from Germany; one of those groups was from Japan. 
If you had asked me this question in 1952 I would have said that the 
productivity in America was far in excess of that in Japan, and was 
considerably ahead of the productivity level in West Germany. 

Please understand I have hired engineers from abroad 2 years ago, 
went over there and got them, because we could not get engineers in 
these United States. 

But at this moment the productivity of the labor, the efficiency of the 
machines, the scheduling of operations through the plant for mass 
production, if anything, is a little better than in America. 

Mr. Curtis. Because theirs is newer ¢ 

Mr. Rosertson. Because they have made intensive study, because 
where we pay 50 percent overtime penalty after 40 hours, they work 
50 and 60 before there is overtime. 

As to Japan, I do not believe the Japanese productivity is quite the 
equal of ours. But I have had Japanese manufacturers—and God 
forbid it will ever happen again—go through our plants with Kodaks, 
taking the names of our machines, photographing our operations, get- 
ting every bit of information they could get. We have helped them be 
our own competitors. 

I would say, as a conservative statement, that our productivity may 
be 15 percent greater than the Japanese labor, but that is nothing when 
you consider the difference in wage scales. The average wage in our 
own home is about $2.35 an hour. The Japanese wage is 16.3 cents an 
hour. No amount of mechanization or technical know-how will over- 
come that disparity, sir. 

Mr. Curtis. Thank you. 

The Cuatrman. We thank you again, Mr. Robertson. 

The next witness is Mrs. George Zeluff. 

Please come forward, Mrs. Zeluff. 

Mr. Kine. Mr. Chairman ? 

The Cuarrman. Mr. King. 

Mr. Kine. Mr. Chairman, the next four witnesses on the committee’s 
calendar for today will testify on the condition and problems of the 
tuna industry. It was originally their request that separate hearings 
be held by this committee or a subcommittee on the several bills re- 
ferred to the committee affecting the tuna import problem. This, as 
you know, could not be afforded them, so they appear en bloc today, 
which is the nearest approach for them to getting over a unified study 
of 1 day’s hearings before this committee of the distressed condition 
within the industry, particularly on the west coast. 

The Cuarrman. Mr. King, would it facilitate the matter, since all 
4 are discussing the same industry, if we heard all 4 witnesses, and then 
had them available for questioning at the conclusion of the 4 state- 
ments ? 

Mr. Kine. I think that would be well. 

The Cuarrman. Without objection, we will proceed on that basis, 
then. 

Mrs. Zeluff, will you please identify yourself for the record by 
giving your name, address, and the capacity in which you appear? 

Mrs. ZeLurr. Yes, sir. 
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STATEMENTS OF MRS. GEORGE ZELUFF, IN BEHALF OF THE TUNA 
FISHERMEN’S WIVES EMERGENCY COMMITTEE; M. D. STEWART, 
IN BEHALF OF THE FIVE-STAR FISH & COLD STORAGE COOPERA- 
TIVE; DR. W. M. CHAPMAN, DIRECTOR OF RESEARCH, AMERICAN 
TUNA BOAT ASSOCIATION; AND HON. CHARLES DAIL, MAYOR— 
ALL OF SAN DIEGO, CALIF., ACCOMPANIED BY LESTER BALINGER, 
EXECUTIVE SECRETARY, CANNERY WORKER AND FISHERMEN’S 
UNION, AFL-CIO, AN AFFILIATE OF THE SEAFARERS INTERNA- 
TIONAL UNION, ALSO OF SAN DIEGO, CALIF. 


Mrs. Zeturr. I am Mrs. George Zeluff, chairman of the Tuna 
Fishermen’s Wives Emergency Committee, 2401 North Harbor Drive, 
San Diego, Calif. I should also say that my husband is the captain 
of a tuna clipper which is bound for home from the coast of Peru. 
They hold approximately 340 tons of frozen tuna. They employ a 
crew of 14 men. 

So that you will fully understand our interest in the matter being 
considered by you during these hearings, I shall give you a brief 
history of our organization. 

In the spring of 1955, a most critical problem confronted the tuna 
fishing fleet. Because of heavy importation of foreign tuna, princi- 
pally from Japan, the vessels were unable to sell their catches and were 
forced to remain in port, loaded with frozen fish, acting as floating 
refrigerated warehouses. The crews of these ships are paid on a share 
basis. When the catch has been unloaded and processed, the settle- 
ment is made. 

When this period of enforced idleness stretched into weeks and then 
months, with its consequent lack of income, we wives of the tuna fish- 
ermen decided to organize and help to overcome this obstacle of for- 
eign competition that was robbing our husbands of the opportunity to 
make a living. 

In the 3 years that have followed, we contributed our time and en- 
ergy freely and without recompense in the effort to achieve our goal. 
We shall continue to do so until the battle has been won. 

One of the most important byproducts of our intervention in a field 
where ordinarily the wife and mother does not venture has been the 

evolution of a strong philosophy regarding foreign trade, in general, 
and in relation to the American tuna fishing industry. It is to present 
these views that I am here today. 

We have no quarrel with the trade policy of the United States as 
it is expressed, that it is in the national interest to foster and expand 
trade between our Nation and others, but that it is equally in the na- 
tional interest that serious injury does not occur to any branch of do- 
mestic industry, labor, or agriculture. 

This embraces totally our Nation’s trade. It would, therefore, be 
logical to assume that the tool with which to implement this policy 
would be designed accordingly. 

We find that it is not. 

While the Reciprocal Trade Agreements Act is considered by some 
to be the only instrument whereby world peace can be assured, by oth- 
ers unconstitutional, and by yet others : an outright giveaway program, 
the brutal and tragic truth is that it is inadequate to achieve the goals 
for which it was intended. 
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As a case in point, we would refer to the tuna industry. Certain 
types of tuna imports come within the purview of the Reciprocal 
Trade Agreements Act, others do not. 

The processed and partially processed forms bear varying and un- 
equal tariff and/or quota arrangements. These commodities do come 
within the purview of this act and can be either the subjects of future 
concessions or the recipients of additional protection under the safe- 
guards provided, such as they are. 

Frozen albacore, the second largest tuna import by volume, bound 
on the free list under the Japanese trade agreement in 1955, comes 
within the scope of the act. 

Theoretically, the producers of this type of tuna should be entitled 
to escape-clause proceedings. This has been denied them. 

Therefore, the only protection possible must be legislative. 

Frozen yellowfin and skipjack, by far the largest imports in terms 
of volume, bear no duty, have never been the subject of a trade agree- 
ment; do not come within the purview of the Reciprocal Trade Agree- 
ments Act, and are not eligible for any protection under the escape 
clause. 

It should be pointed out here that all of these commodities mentioned 
above are freely interchangeable at various levels of production; that 
whatever form the imports take, the domestic producer of the raw 
product pays the price. 

Furthermore, any increased protection to those forms already en- 
joying it will only increase the injury to the producer. 

This is but one example of how the Reciprocal Trade Agreement 
Act falls short of dealing with the total sum of our trade. 

Because such inequity of treatment has developed by the appli- 
cation of the present law, and because there is no correction of this 
basic failure provided for in the proposed extension, we oppose its 
enactment. 

We recommend that Congress instead take a fresh start by passing a 
bill which would deal realistically with such a vital question. 

We realize, however, that even if Congress did take such action, 
it would consume a great deal of time, quite possibly years. 

The tuna producing industry does not nas years left to exist. 
Without relief from the death dealing effects of imports, it has 
reached the point of no return. Once it is gone, the tuna processing 
industry would likewise disappear. 

The only avenue of relief open to us, as has been indicated to you 
by an authority on the subject, Dr. Brossard, Chairman of the Tariff 
Commission, is legislation. 

If given the opportunity, a healthy, thriving, domestic tuna fishing 
industry could produce enough to supply all of the rapidly expanding 
American market. 

We do not ask for this; for any embargo on tuna imports, or even 
for any cutback in the amount. We only ask to be allowed to share 
in future expansion of the market. 

We believe that the proposed tuna import act of 1958 would pro- 
vide such opportunity by fairly dividing the market between foreign 
and domestic producers and would stabilize the trade in tuna by 
equalizing tariff treatment on all forms. 

I have not endeavored to tell you of the hardships on the fisherfolk 
created by this situation. 
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Suffice it to say that they have been legion and that we well know 
already what the dread word unemployment can mean. 

Yet friendlier relations between our Nation and that of our prin- 
cipal competitor, Japan, have not been brought about. 

On the contrary, the instability of the tuna market is a constant 
source of unrest and worry there as well as here. 

For all of the above reasons, and because we believe you to be 
desirous of granting equal and just treatment to all segments of the 
national economy, we ask you to consider and report favorably on the 
proposed tuna import act of 1958. 

* “te 5 Foranp (presiding). That concludes your statement, Mrs. 
eluff. 

Now, we will hear Mr. Stewart. 

Mr. Stewart, will you please identify yourself for the record ? 

Mr. Stewart. My name is M. D. Stewart. I am manager of the 
Five Star Fish & Cold Storage, Inc., of San Diego, Calif. 

Our organization is a cooperative association of vessels fishing 
ener or entirely for albacore tuna. Most of our members have 
San Diego as home port, but others have home ports along the 
Pacific coast north to Seattle, Wash. 

I wish to tell you our experiences with the Trade Agreement Act and 
comment upon it. 

In 1951 your committee reported out a bill which would have placed 
a 8-cent-per-pound tariff on frozen tuna for a temporary period of 
time until the committee and the executive departments could devise 
suitable permanent legislation which would take the tuna industry 
out of its crisis of that year and stabilize. 

This was a perfectly logical and satisfactory thing to do and would 
have had the effect desired. 

The bill you reported out passed the House, but got to the Senate 
too late in the session to be acted upon. 

Early in the 1952 session the Senate Finance Committee reported 
the bill out without change, but by that time the opposition of the 
Department of State had crystallized and the bill was defeated on the 
floor of the Senate by a narrow margin. 

It was at this time that we had our first experience with voluntary 
quotas enforced by the Japanese Government. 

In March 1952, after the Senate Finance Committee reported ont 
your bill, the Japanese Government announced a voluntary cuthack in 
frozen tuna imports to 12,000 tons during the year April 1, 1952, to 
March 31, 1953. 

In August, after the bill had been defeated and the pressure was 
off, they raised this quota by 50 percent. 

A short while later they raised it again. They finally ended un 
exporting more than twice as much frozen tuna to us in the vear April 
1952 through March 1953, as they had promised to do to defeat your 
bill in the Senate. 

Most of this frozen tuna was albacore. Our other experiences with 
voluntary Japanese controls, the sort the executive branch of the Gov- 
ernment now extolls as part of the nations trade policy, are given in 
other testimony presented to you today. It has all been bad for us 
and of mixed benefit to the Japanese. 

At the time you were legislating last on tuna all frozen tuna was one 
commodity. 
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In 1955 we had another serious crisis in the tuna fishing industry 
arising from excessive Japanese imports. We applied to the executive 
for relief. The White House appointed a tuna task force composed 
of representatives of the Department of State, Treasury, Interior, 
Commerce, Labor, and Defense, to lok into the problem and make 
recommendations. 

While the task force deliberated, that session of Congress went by 
so we could not seek relief from you. The task force finally issued a 
report on July 28, 1955, which was not responsive to the problems and 
recommended nothing of practical consequence. 

During this intense crisis the Committee for Reciprocity Informa- 
tion met to take testimony on commodities to be discussed at the 
Geneva meeting of GATT. Frozen tuna was on the list. Adequate 
testimony about the crisis in the industry was presented to them. 

While the task force was deliberating in Washington, D. C., as to 
what the President should do to relieve our problem, the United States 
delegation to GATT was giving our fishery away in Geneva. They 
signed a trade agreement with Japan. One of the United States con- 
cessions was to find frozen albacore on the free list. 

This action had no practical effect on the trade. There was no 
tariff on frozen albacore. It did have two practical effects politically, 
however: 

1. It separated the problems and actions of the other American tuna 
fishermen, and 

2. It guaranteed that the United States Congress would not pass a 
tariff on frozen albacore as it had almost done in 1952 upon your recom- 
mendation. 

In 1956 our next session after this betrayal of our interests under 
the Trade Agreements Act, our price was $350 per ton during most 
of the season, then went to $375 in the fall. 

Then, in the first week of October, it fell abruptly to $300 per ton. 

This, we found out, coincided with a drop in the check price estab- 
lished by the Japanese Government from $352 per ton f. o. b. Tokyo 
to $270 per ton. It turned out that there was a surplus of frozen 
albacore in Japan, it had to be moved, the price had to be slashed to 
move it. 

The Japanese Government slashed its voluntarily imposed check 
price so that it could be done. This showed us that voluntary price 
controls by the Japanese Government were as worthless and unde- 
pendable as their voluntary volume controls. 

These prices meant that the Japanese frozen tuna export cartels 
were going to dump this frozen albacore on our market at $100 to $125 
per ton less than the cash it had cost them. 

This was why the bottom had fallen out of our market. We brought 
an action before the Department of the Treasury, under the Anti- 
dumping Act. The case was so straightforward and so fully docu- 
mented from Japanese sources that it took the Department of the 
Treasury 414 months to find a loophole in that law that would permit 
then to deny our request. 

But they finally did on March 1, 1957, and the albacore dumping 
started. This case is fully documented in testimony presented to this 
committee last year during hearings on the revision of the Anti- 
dumping Act. 
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As a consequence of this dumping of frozen albacore our price fell 
to $280 per ton during the 1957 season. This was lower even than 
OPA prices, the lowest prices since before the war. 

In July 1957 we asked the United States Tariff Commission for a 
hearing under the escape-clause provisions of the Reciprocal Trade 
Agreement Act with respect to frozen albacore. One of the benefits 
we had been told that came to us from our having our commodity in- 
cluded in a trade agreement was that we could seek relief under the 
escape clause while the poor yellowfin—skipjack fishermen, were out 
in the cold with no Trade Agreement Act to protect them. 

The Tariff Commission turned our request down, and the grounds 
on which they denied it are of particular interest to these present 
hearings. 

In the first place, they said there had been no tariff cut on frozen 
albacore in the Japanese trade agreement because there never had 
been a tariff on frozen albacore. 

It would be a very difficult thing for them to prove that no tariff 
cut was the cause of our trouble and the escape clause was only in- 
tended to remedy injury caused from concessions made in a trade 
agreement. 

How had the maintenance of a stable tariff of zero percentage ad 
valorem in the Japanese trade agreement hurt us? 

In the second place, they said, what good would it do if they did 
find we had been injured and recommended to the President that he 
impose a quota on frozen albacore, and he followed their recommend- 
ation, which he sometimes did. 

The only result would be that the extra albacore would come in 
as tuna loins, which was another commodity entirely under a different 
trade agreement, or it would come in as tuna disks, which was an- 
other separate commodity, or it would come in as tuna canned in 
brine, which was at a different tariff level than loins or disks, but 
under the Japanese trade agreement, or it would come in as tuna 
-anned in oil, which was another separate commodity, under a differ- 
ent tariff level, and under no trade agreement, or the Japanese would 
create another new tuna commodity to enter through another basket 
category loophole in the tariff act as they had already done three times 
with loins, disks, and brine tuna. 

So we sought relief in legislation. Congressman King drafted 
H. R. 9237, which is before you, as are identical bills filed by Con- 
gressman Wilson, Utt, and Tollefson. 

Even through legislation we can expect no direct and immediate 
relief because our product is bound on the free list in a trade agreement 
and the executive branch of the Government says that the Congress 
cannot put a tariff or quota on that product because to do so would 
be to breach an international obligation of the United States. 

Accordingly, all that Mr. King could do for us in his bill was to 
put adequate quotas and tariffs for us in it and then request the Presi- 
dent to bring the international commitments of the United States 
into line with the bill as soon as he could. 

If there is a remedy from the serious injury we have been suffering 
from tuna imports under present law, or under the legislation now 
before this committee, except of the kind introduced by Mr. King, 
we have not discovered it, and we have looked through the United 
States Code and the executive branch of the Government carefully. 
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Yet we keep right on dwindling down year after year. 

In 1951 and 1952, according to Government statistics, there were 
more than 3,000 vessels engaged in the albacore fisheries of the United 
States out of every port on the west coast from San Diego, Calif., 
to Juneau and Sitka, Alaska. 

In 1957 this number had dwindled down to 1,200. 

In 1957 more albacore was imported into the United States from 
Japan alone in all forms than was eaten in this country totally in 1952. 

Mr. King, has not sought to cut back albacore imports in this bill, 

> all tuna imports. We are in support of his bill. The reason we 
aia his very mild and inoffensive—from the foreign trade stand- 
point—bill, is that the market for canned tuna is growing so rapidly 
that if the tuna imports are stabilized for awhile, if the tariffs on 
all sorts of tuna are equalized, and if the ability of the two tuna 
export cartels in Japan to manipulate this market to their advantage 
is brought under reasonable control, then we will make out all right. 
All we need is a fighting chance. 

And do not believe that we cannot produce the albacore that this 
market requires. Some canners who represent the viewpoint of the 
Japanese frozen tuna cartel from which they get their supplies, will 
tell you we cannot, but this is a canard. We now fish grounds off- 
shore that we nev ver thought of fishing even 5 years ago. 

Government research in the last 5 years has revealed large volumes 
of albacore tuna farther offshore that we fish even now. 

Give us a little help like the King bill starts to do and we can pro- 
duce the albacore tuna that this country wants. It is the same ocean 
and we are better fishermen than the Japanese. 

But from the Reciprocal Trade Agreements Act we can get no 
relief and no strength either as it is, or in the amended form which 
the executive branch of the Government has given to you. 

I thank you, gentlemen. 

Mr. Greoory (presiding). Dr. Chapman. 

Mr. Cuarpman. My name is W. M. Chapman. I am director of 
research of the American Tunaboat Association, which is a group of 
boatowners organized as a cooperative marketing association under 
the laws of the State of California. Our members produce about 40 
percent of the tuna consumed in the United States and about 60 per- 
cent of the tuna produced by American fishermen. 

In repeated appearances before this committee over the past 8 
years we have described the progressive decline of the domestic tuna 
fisheries under the administration of the Reciprocal Trade Agree- 
ments Act and the causes of this decline. The two most recent such 
appearances were on September 25, 1956, before the Subcommittee 
on Customs, Tariffs, and Reciprocal Trade Agreements, and on July 
30, 1957, before the full committee with respect to the revision of the 
Anti-dumping Act. In order to conserve the time of the committee, 
I would like to submit for the record two documents: 

1. Our statement to the United States Tariff Commission on De- 
cember 11, 1957. 

2. Our letter to President Eisenhower of March 4, 1958, with 
appendix. 

These documents describe quite fully the changes which have taken 
place in the tuna fishing industry with respect to imports since our 
last appearance before this committee. 
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Mr. Grecory. Without objection, they will be included in the 
record. 
(The documents are as follows:) 


STATEMENT OF THE AMERICAN TUNABOAT ASSOCIATION ON THE EFFECT OF IM- 
PORTS ON THE DoMESTIC TUNA INDUSTRIES, PRESENTED BY HAROLD F. Cary, 
GENERAL MANAGER 


A resolution from the Committee on Finance of the United States Senate in 
June 1952 resulted in an investigation of and report on all factors bearing on 
the problems of the domestic tuna industries. This report was issued March 
1953. 

In August of 1957 the Committee on Finance adopted a further resolution 
directing the Tariff Commission to make a supplementary investigation bring- 
ing this report up to date on or before March 1, 1958. 

The 1952 resolution made mention that “a thorough investigation of the do- 
mestic tuna industry” should be made which should specifically include “the 
effect of imports of fresh or frozen tunafish on the livelihood of American tuna 
fishermen.” 

It was evident from the published report that the fishing industry, composed 
of boatowners and fishermen, had been injured and that it was this part of 
those combined domestic tuna industries (the tuna canning industry and the 
tuna fishing industry) which was most vulnerable to import competition inas- 
much as it was affected by imports in all forms and that its particular pro- 
duct, frozen tuna, unlike all other forms of tuna imports, bore no duty 
whatsoever. 

The 1957 Senate resolution requests an updated report and specifically men- 
tions as the reason therefor the “substantial changes in the tuna trade that have 
additionally affected the domestic tuna fishing industry.” 

The purpose of this hearing is solely to develop a body of facts to be used 
as a report to the Committee on Finance. 

As a producer’s organization we are prepared to supply information which 
will enable this Commission to review the trends in the domestic tuna fishing 
industry with particular reference to the “substantial changes in the tuna 
trade that have additionally affected the domestic tuna fishing industry.” 

Our testimony is addressed to— 

I. Comments on the 1953 report dealing with substantial changes therein since 
1952 as they concern policies, practices, and other factors. 

II. Presentation of statistical tables and indexes exhibiting the trend in all 
the factors considered relevant to determining the competitive position of the 
domestic tuna fishing industry and whether or not its condition has improved or 
worsened since 1952. 


I, REVISIONS IN THE 1953 REPORT (OTHER THAN STATISTICAL) 


1. There have been substantial changes in United States tariffs applicable to 
principal imports 

All frozen tuna species remain on the duty-free list. Since the 1953 Tariff 
Commission report one of the species, albacore, was found on the free list in 
1955 at the request of Japan. 

The duty on canned tuna in oil, presently the minor component of canned tuna 
imports, was reduced from 45 percent to 35 percent ad valorem in 1955 at the 
“request of Japan. 

Canned tuna in brine dutiable at 12% percent under a trade agreement with 
Iceland (a nonsupplier) was removed from the agreement only after its con- 
tinuance was assured by negotiating the same rate with Japan in 1955. There 
is a quota provision to be applied once imports reach 20 percent of the market— 
a figure not yet reached in any year. 


2. There have been substantial changes in forms of imports 


Two new forms of tuna imports have appeared in volume since 1955. These 
are frozen and cooked tuna loins and frozen and cooked tuna disks. These 
commodities are dutiable at a specific rate of 1 cent per pound. 

The statistical section of this report will show that these imports are assuming 
major importance as the monthly average volume increased from 400,000 pounds 
(estimated 500 tons of round weight) in 1956 to an average of over 900,000 
pounds (estimated at over 1,100 tons of round weight) in the first 8 months of 
1957. 
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The impact of these two new forms is growing. The duty status of these 
forms gives assurance that as it represents no more than a probable maximum 
of % cent per can, once processed. It may become more attractive than import- 
ing frozen tuna as round frozen tuna must be processed by American cannery 
labor. Loins and disks are prepared by Japanese cannery labor at tremendously 
reduced costs per unit of production. Japanese press sources are quoted as 
saying “instead of exporting frozen round tuna, since we can add processing 
charges, it would be profitable for us and United States packers by doing away 
with high labor costs. This means to manufacture canned goods in the United 
States with cheap Japanese labor” (Nikkan Suisan Tsushan, July 1957). A 
ase of injury is in the making for established domestic canners, cannery labor, 
as well as fishermen as this further displacement proceeds. 

The 1953 Commission report refers to experimental imports of tuna loins 
(pp. 110, 111). 

In addition to these new forms a large percentage of the yellowfin imports 
began entering the United States in 1955 after being gilled and gutted, or filleted, 
both new forms, and today represents the majority of yellowfin imported. 


8. There have been substantial changes in the species of frozen tuna imports 


It has previously been stated that imports of frozen albacore, while not sepa- 
rately treated in import statistics, represented by far the majority of frozen 
tuna imports. 

Using imports from Japan as the means of measurement we find that frozen 
yellowfin has assumed considerable significance. 


[In pounds] 








Year Albacore Yellowfin 
SOUL, cudusdnctiasswatienadnatncendbesiebsuteenibtebanbeGeekwdnetmimndiaementanel 56, 087, 000 42, 351, 000 
Tl sc) osgabiaiesinineibhhes atiedbendehhhe theese kknagenabannneniakaantal 68, 210, 000 44, 010, 000 
ctiieatdinnanmenpedinstachantaub edicts cunewhadidindameieiiemantmeaiee 39, 809, 000 58, 506, 000 





The 1956 albacore figures are not adjusted for frozen loins and discs. The 
yellowfin figures for 1955-56 are not adjusted for weight of gilled and gutted 
yellowfin or yellowfin fillets included therein. 

In 1957 albacore for 9 months reached 53,574,000 pounds compared to 36,- 
304,000 pounds of yellowfin—both figures similarly unadjusted. 


4. There has been substantial change in the marketing of fish catches of the 
bait boats 


As stated in the 1953 report, marketing contracts between individual canners 
and individual bait boats until 1953—and between individual canners and the 
American Tunaboat Association since that time—were the principal means of 
marketing tuna catches. The report comments on several features of these 
latter contracts. 

The rapidly changing competitive situation meant that negotiated contract 
guaranty provisions such as volume and price could not be met by a canner. 
These contracts were abandoned. In late 1954 and again in the spring of 1957 
association boats sailed without contracts or guaranties. 

In August of 1957 an accumulation of fish in port was sold at auction. Since 
that time public auction sales of catches by all member boats have been held 
weekly and semiweekly and have become the means of sale of the majority of 
baitboat catches even though boatowners not members of the association have 
evidenced no interest in marketing fish by this method. 

The boatowners need the security of guaranteed price on sailing and unload- 
ing promptly upon arrival but competitive conditions have and will probably 
continue to prevent him from securing both these needs concurrently. New 
conditions have created new problems as one canner began operations in Puerto 
Rico using transferred California boats as a source of supply. Some of these 
boats were individually owned, the balance were cannery owned or controlled. 
These boats were promised full operation (which they could not get in Cali- 
fornia) in exchange for a fish price $20 a ton under the California price. The 
boats were advised that the replacement of American crews by alien crews would 
permit this price reduction through reduced labor cost. 

Another canner dropped 13 independent boats from his fleet in about a year’s 
time and maximized the operation of boats owned or controlled by him in 
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addition to initiating foreign operations. Another canner developed and con- 
tinues to expand his foreign source of supply to compensate for his competitor’s 
actions. 

All these moves more and more reduced the independent bait boat fleet to the 
status of a standby supplier. 

Reactions to the auction have been varied. One major canner has campaigned 
to have association members terminate their marketing agreements and sign 
individual 5-year cannery contracts so that the association would have no mar- 
keting function. Another advised that a fixed posted price basis would be main- 
tained until further notice. Unions have asked for basie price guaranties as a 
condition of sailing. Buyers not favoring an auction were first to arrange a 
basis to provide crew members with price guaranty as a basis for computing 
share earnings. 

The policy of the association is to continue the auction—its ability to do so 
under handicaps will be severely tested. 


5. There have been significant changes in the number of tuna packing plants in 

San Diego and San Pedro 

The 1953 report shows 5 companies in San Diego operating 5 plants. There 
are now only 2 plants operating in San Diego owned by 2 companies. 

The 1953 report shows 12 companies in San Pedro operating 15 plants. There 
are now 6 companies operating 7 plants in San Pedro. 

Since 1952 one major California canner has leased a plant in Samoa using 
the production of Japanese boats as a source of supply and has purchased and 
expanded a cannery in Puerto Rico using bait boats from California (who have 
largely replaced their United States crews with alien fishermen) as a principal 
source of supply. Other foreign operations have been established by other major 
eanners. 


6. There has been a significant change in the size of the United States market for 
tuna and tunalike fish 


The 1953 report correctly stated that there is no United States organization— 
either governmental or private—engaged in the collection of statistics of do- 
mestic sales for the country as a whole. 

Estimates made by our association show that sales of tuna and tunalike fish 
reached nearly 11 million cases in 1952 and nearly 14% million cases in 1956—an 
increase in these estimated sales of about 34 percent in the 4-year period. 

Production by domestic producers shows an actual decline (about 10 percent) 
in this same period—tthey have not participated in the market growth. 


7. There have been significant changes in the long range tuna fishing fleet in Japan 

In 1953 the Japanese Diet in an emergency session passed a so-called special 
law to aid in the construction of skipjack and yellowfin fishing boats. 

At the end of 1952 there were 290 tuna fishing boats with an estimated carry- 
ing capacity of 60 tons or more (100 gross tons of more times 60 percent). The 
total single trip carrying capacity of these boats was estimated at 28,100 tons. 

At the end of 1956 there were 596 such boats with an estimated single trip 
earrying capacity estimated at 78,500 tons. This is an increase of over 105 per- 
cent in number and nearly 180 percent in carrying capacity. The increase in 
carrying capacity of over 50,000 tons in 4 years represents the construction of a 
fleet greater in size than the United States bait boat fleet when it was at maxi- 
mum size (44,300 tons in 1952). 


8. There has been a significant change in the degree of Government control in the 
tuna business in Japan 


The 1953 report makes reference to same forms of Government control and 
assistance (pp. 154, 161, 172). Since the report significant changes have occurred 
such as the passage of the special law with reference to boat construction pre- 
viously referred to and the activation of the tuna fishing survey committee in late 
1956. From this has emerged a tight governmental control over most phases of 
the tuna industry. This has had the effect of bringing competition directly 
between the Japanese Government and our tuna fishing industry—rather than 
between the two industries. 

Full information has been furnished to the Tariff Commission and others on 
these changes in a series of letters and reports from us in connection with a 
complaint under the Anti-Dumping Act made in late 1956 and continuing inte 
1957. 
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In addition to this the Japanese Government has worked actively and effec- 
tively in all areas of the world with commendable interest of its fisheries, to per- 
form or to underwrite the performance of experimental fishing, to discover new 
grounds, to establish bases of operation for boats and fishermen and to promote 
markets for exports of products from Japan or from new operating bases. 

The Japanese fisherman has the most useful of all aids—the policy decision 
that the tuna export business must continue to grow. The goals set by the Goy- 
ernment are clear evidence of this. Dominance and control of the United States 
tuna market will be the inevitable result as the domestic tuna fishing industry 
cannot long carry on this unequal struggle of a small industry against a govern- 
ment and its policies. 

The tuna industries are changing, turbulent and active. Some of the substan- 
tial changes here and abroad are set forth in this statement in the barest outline. 
We are prepared to provide elaboration on any point covered so that the Commis- 
sion may make as complete a revision of the 1953 report as changed circumstances 
require. There are other factors on which we may file supplemental information 
before the deadline for the required report. 

The substantial changes in the factors covered in this section of our statement 
show none favorable to the domestic tuna fishing industry. It is true that the 
United States tuna market is steadily growing—it is also unequivocally true 
that the fishing industry has not shared in a growth it helped to initiate and 
continue, 


Il. SUBSTANTIAL CHANGES IN ECONOMIC DATA 


A major purpose of the Senate resolution in requiring a revised report on the 
tuna industries is to determine whether or not the tuna fishing industry and/or 
the tuna canning industry have been seriously injured or are now threatened with 
serious injury. The committee is interested in trends with particular reference 
to the last 5 years which have elapsed since the data in the 1953 Tariff Com- 
mission report were current. 

In this section of our statement we are setting forth the principal forms of 
measurement of the state of our business. Tabulations are given over a 10-year 
period from 1948 to the present. In addition to the tables given we have set 
forth an index next to most of the items so that trends may easily be measured. 
This index is based on the use of the year 1950 as 100. This year was selected 
as it was the year in which imports reached levels far higher than any preced- 
ing years, domestic production was equally high and the competitive struggle 
between the tuna industries of the United States and Japan, that has marked 
the events of the past 7 years, was under way. 


1. Domestic production 


Table 1—1 sets forth the total annual catch of all species of tuna caught by 
domestic boats. The downward trend is clearly discernible. The domestic fleets 
grew in potential capacity through 1952, although the highest catch was recorded 
in 1950. Since 1950, and to the present, domestic production has declined about 
26 percent. It has declined more than 10 percent in the last 5 years. 

Table 1-2 details the annual catch of the bait boats, suppliers of the major 
tonnage of domestic tuna in the United States. The trend is almost exactly the 
same as that shown by the total domestic total catch figures. The decline is 
25 percent since the index year 1950 and over 12 percent in the last 5 years. 

These are substantial changes. 


TABLE 1—-1.—Domestic catch of tuna and tunalike fish 








] ! 
Year Pounds Index Year Pounds Index 
round weight | round weight 
|| 
1948... 328, 872, 000 | 84 || 1953_. .......-| 306,092, 000 78 
1949... 335, 680, 000 | 86 || 1054........... | 325, 309, 000 83 
1950__- 392, 273, 000 NOR AO ccs eckson 270, 652, 000 69 
1951__- __..| 319, 748, 000 it 327, 179, 000 83 


1952__- Risa 324, 914, 000 83 ] 1957_.....-..---------| 1 289, 000, 000 | 74 


1 American Tunaboat Association estimate. 


Source: Department of the Interior. 
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TABLE 1-2.—California bait boat catch (catch as distinguished from delivery) 


Pounds Pounds 
Year round Index Year round Index 
weight weight 
DE cittintienceapwe 210, 000, 000 a ie earn 197, 148, 000 78 
St kali swan: 198, 800, 000 79 Pin cnnahviontiinetedeine 242, 072, 000 96 
ee 251, 408, 000 8 eee 174, 322, 000 69 
DS State ce hacicmeben! 215, 000, 000 I Ms i doa ado tin nce 222, 174. 000 88 


WO 2 occ. h ok tc 215, 420, 000 ae: 1 188, 000, 000 75 


1 Source: American Tunaboat Association (net delivered weight). 


2. Size and activity of the bait-boat fleet 


The number of boats and the capacity of the bait-boat fleet increased near 
the end of and after World War II by reason of new construction and the return 
of boats used in war service. Table 2-1 shows the number in the fleet at the 
beginning of 1948, and the growth and decline thereafter. The number of Cali- 
fornia bait boats now stands at a figure well below 1948 in number. 

Table 2-2 is the more useful study as it shows the capacity tonnage of these 
numbers of boats, rising steadily through 1952 and declining steadily in the 
6 years since. 

Capacity tonnage has declined 12 percent from the index year 1950 and 24 
percent from the peak year 1952. These are substantial changes. 

Only 9 new boats have been built since 1952, and of these only 2 by fishermen. 
This is a clear reflection of the climate for investment and the low estimate of 
future prospects under present conditions. 

It might easily be concluded since the size of the fleet is declining and the 
total tuna market is growing that the activity of each boat and the catch for 
each boat would certainly increase. 

That this has not taken place is clearly shown by table 2-3. Activity of the 
average boat ran at the full 100 of the index in 1948 and again in 1950 and, 
except for production rises in 1954 and 1956 reaching 95 on the index, has run 
from 17 to 30 percent below the activity levels of those years, even though there 
were fewer boats in operation. 

The average-size composition of boats changes from year to year. Therefore, 
the use of the activity index is also a measure of the catch per capacity ton 
of the fleet. Expressed in pounds, this is the trend for the Jast decade: 


Pounds per 


Year Pounds per 
capacity ton 


capacity ton 








The activity of the fleet as well as its catch per capacity ton declined 17 
percent since the index year of 1950. Despite the increasing tuna market and 
despite the continuing decline in the number of boats in the last 5 years, the 
average activity of each boat has declined as has its catch per capacity ton. 
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TABLE 2-1.—Bait-boat (tuna clipper) fleet, number and total capacity 





Number of boats, Jan. 1— 


1948_-_. 
1949. .... 
1950.... 
1951... 


1 As of Nov. 1, 1957. 


Additions Subtractions 


New or Transfers | Casualties | Transfers 
converted 


33 0 3 2 
13 0 7 2 
11 0 5 0 
22 0 3 8 
2 1 19 3 
0 1 9 3 
2 1 5 8 
2 2 8 8 
3 4 5 7 
2 2 6 5 





TABLE 2—2.—Bait-boat (tuna clipper) fleet, number and total capacity 















































Additions | Subtractions 
| Total Index 
New or Transfers Casual- Transfers 
converted ties 
a cc aii a ia ghia tele eee ee cocina = 
Capacity tonnage, Jan. 1— 
a laa 29, 165 | 8, 000 | 0 355 180 7 
Slnitatirccdieibndnaiat iit dein eeibaniebineiela | 36,625 3,015 | 0 1,140 130 95 
a a ee aS 38, 370 2, 690 | 0 630 | 0 100 
Dnchin chien cbibisceemneeelte | 40, 430 5, 570 | 0 800 900 105 
eee ee | 44, 300 | 700 630 2, 440 | 720 115 
Ee ee A ae | 42, 470 0 200 1, 535 600 lll 
DE acdtis vartioksanaackdeah wun |} 40,535 700 630 990 2, 425 106 
Ekatsenscebodasnchbuthbnneds 38, 450 700 770 1, 185 2, 130 100 
toi raenieataiathineahi ek aeeenes 36, 605 1,050 910 1, 585 2, 830 95 
Wvddansenae SabdnibadbGehadtuas | 35, 035 700 420 1, 285 995 91 
GG ib dwabeiu dic sé SE OPO Pais cd edad i cnkbliibnafendee~ cddaadiccaesdacamed 88 
1 As of Nov. 1, 1957. 
Note.—Individual capacities periodically adjusted. 
Source: American Tunaboat Association, 
TABLE 2-3.—Activity of the bait-boat fleet 
sian nei —— — 
Activity 
Year Boats Tons Tons index Index 
capacity caught | (turnover of 
capacity)! 
ITI seis isch: eatin diaiaccninin ith ehendierec ate een ememuenaded 140 27, 165 89, 608 3. 30 100 
SLi dcp Aceieaniaennaapeuachebiniebelale amanta 156 32, 795 92, 823 2. 83 85 
Pe hodunkudueuasSvaceseebnebiwes F 179 37, 500 124, 282 3. 31 100 
I iain citi cake snkcnile stdin a-aaaieatala cs | 181 | 38,415 101, 326 2. 64 80 
In stoic sia te hath oti onttaaeepenati autessabiaraiaa ia alae 184 40, 735 103, 685 2. 55 77 
SUIIITTIL tx circ cat cncellcneon ate nee atc te tase atin eae 178 40, 460 95, 779 2. 37 72 
gi ai iitn hin dilein andadtaceare ainda attnmiaiennaeninne 153 36, 320 113, 525 3.13 95 
III caiuleity teen idetb iasistenendeabvindip bbachlnleadiibins meinhaiewadmiiabdls 145 35, 050 81, 629 2. 33 70 
Sis ocd cestedisendn cis esis ical cuts ha incthen nitric aia dd 142 | 33, 130 104, 685 3. 16 95 
BO Whatcha cates ipuicncin aun ebi maka 143 33, 455 92, 210 2.76 83 








1 Based on net tonnage delivered divided by capacity of boats available for service for full annual period. 
? Estimated, 
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38. Prices 


Prices of yellowfin and skipjack tuna have been taken from averages of posted 
prices published by the Fish and Wildlife Service. As catches for the bait-boat 
fleet run abolt 50 percent for each species the prices of the 2 species have been 
averaged in table 3-1. 

The trends are clearly downward in this area of our business as they are in 
the others measured. Prices for 1957 average 18 percent below the index year 
1950 and 22.3 percent below the 1947-49 average of posted prices. 

A comparison of this decline from the 1947-49 average used in revised Govern- 
ment statistics with the retail price of foods (up 17.4 percent), with wholesale 
food prices (up 6.7 percent), and prices received by farmers (down 8.4 nercent) 
underscores the severity of this 23.2 percent price decline. 


TABLE 3-1.—Average posted prices of yellowfin-skipjack tuna (combined) 











{ i 
i Average Average 
Year | price in Index Year pricein | Index 

|} cents | cents 
ees eer 2 5 0. 16245 | Se a Seen beo-tadest cote nce 0. 1488 | 101 
SR cdugaunt wencewaseencs . 1554 105 || 1954... ...... . wees . 16205 | 109 
i ads . 1482 100 || 1955....-- eae 142 | 96 
Pha wwe ki inansbetneoueee ! . 1487 101 || 1956. .._-- aie ae . 125 | M4 
ae | . 14335 97 SS . 1213 82 


Source: Department of the Interior, 1948-55; American Tunaboat Association. 1956-57. 


4. Employment 

Employment opportunities can first be measured in the number of full-time 
berths or jobs available in the bait-boat fleet. 

Table 4-1 makes this analysis and exhibits a decline of 25 percent from the 
index year of 1950 and over 30 percent from the peak year 1952. 

These are at best cold figures and give no indication of the great turnover of 
employees, the consequent loss of essential skills, the effects on families, and 
effects on labor-union membership which are given you by those more competent 
in these fields. Also, these figures must be read in connection with boat activity 
and other similar indicators showing how employment opportunities were or 
were not translated into maximum sustained employment. 

All of these factors, measurable or not measurable, represent substantial 
changes in the tuna-fishing industry, particularly in the years since 1952. They 
follow the same downward trend as our other factors in our business. 


TABLE 4-1.—Employment opportunities 


i 
| | 


| Berths | Index Berths Index 
available ! 1} available 
Jan. 1 | | Jan. 1-Continued 

1948 2, 100 84 |} 1954 2,240 93 
1949. swbis 2, 460 98 || 1955 - 2, 210 && 
1950... 2, 510 100 1956 2, 060 2 
1951 _ 2, 590 103 1957 1, 290 79 
IR is heroes 2, 730 105 || 1958 2 : 1, 880 75 
POE cick > ~ 2, 490 99 || 


Based on number of boats at average 13 men per boat. 
Estimated. 


1 
5. Share earnings 

Share earnings of fishermen and engineers have followed the same trends as 
prices, modified by activity of the boats and by variations in those expenses 
chargeable against proceeds of the sale of fish in determining shares each trip. 

Computations which give the average share earnings on a boat or a group of 
boats for a single year give only average earning per berth available, as they 
are not modified by the very appreciable turnover of employees which exists. 
They are, however, indicative of the trends of earnings. 
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We have made a number of preliminary test calculations of the trends of 
fishermen’s earnings based on those records available to us. We have worked 
out this index using 1950 as 100: 


is cs sian chai nunten cohen ine ece OP FRR a act card waiebae cma awe nua 73 
Sik sip ine risa eacchiaiigieaNi thik eed pecan hee ER RED eee INP 96 
I nisi sachin: aint ascend Sa es Ginls cm alin a Tt Enon annnapchiiceenwswemeee 73 
si athcteicenk uckccenchsein woe x hibess tccasensvaitiow ates BET i sch cble rpg one dice gre deen eoeereeannae 84 
UIE S cats todighe es aetya ehighiiebbasecuieas SC | SOW seo inee baeeeeen 69 


An experienced tuna fisherman is a highly skilled, highly productive man. He 
does not learn his trade in a few months. Production per man per day of 
United States tuna fishermen is calculated to be the highest of any other tuna 
fishermen. The boats have complex combinations of machinery requiring men 
of special competence to operate the refrigeration, electrical, pumping, and 
propulsion systems. Under reasonably free operation boats will spend 280 days 
a year at sea to which must be added time preparing to unload, unloading, and 
reconditioning. 

We have found that an annual share average of less than $6,000 (the per-man 
average would be lower because of turnover) means that we cannot compensate 
adequately for the skills required and the deprivations and hazards of the type 
of work pursued. In 1948, 1949, and 1950 such an average or above existed; it 
fell thereafter, recovered in 1954, but this recovery was followed by declines in 
1955, 1956, and 1957. On the index the decline from 1950 to 1957, as estimated, 
is 31 percent. In the period from 1952 to 1957, the period under particular 
review, the decline is just above 10 percent. This has created a desperate situa- 
tion in attempt to maintain experienced competent men with enough faith in the 
future to remain in the fishery in numbers to give all boats the skills required. 


6. Profit and loss 


No business can exist without profits. No business can expand or even hold 
its own unless there are not only profits, but reasonable amounts of profit. 

At the close of the war years and for a time thereafter the bait-boat end of the 
tuna fishery was profitable. The profits made were almost entirely reinvested 
in new boats to meet the demands of a growing market. There were periods of 
adjustment which affected this to a minor degree but the process continued 
through 1950 and into the first part of 1951. Beginning in 1950 the competitive 
struggle began between the tuna industries of Japan and the United States. 
This stopped the building trend which was proceeding strongly in 1951 and 
affected every other area of our business. 

Profits can be computed on the basis of sales and on the basis of investment. 
In some businesses, for instance, retail foods, there is a low profit on sales 
but a profit on investment many times greater because of the great turnover of 
eapital. In tuna boats, using initial cost as investment, there is almost an equal 
relationship. One preliminary study completed shows for a large number of 
boats that the average cost was $247,000 and that the annual sales average per 
boat was $191,000. Profits on sales, therefore, would ordinarily reflect a slightly 
higher percentage of profit than would profit on investment. 

On the basis of past records and preliminary estimates of activity in the last 
5 years table 6-1 sets forth percentage profits on sales (considered as somewhat 
higher than profit on initial investment). Using the year 1950 as index 100, 
the best year in the past 5 years under review (1953-57) shows profits reach- 
ing only 28 percent of the 1950 level. In 2 other years in the same period there 
were net losses. 

In the past 5 years using the average of the boats covered in our preliminary 
survey there has been an annual profit per year per boat of $1,022. This repre- 
sents a net profit per year of six-tenths of 1 percent on sales and four-tenths of 1 
percent on initial invested capital. On a fleet basis the preliminary survey 
shows sales of $73,530,000 for the 5-year period reflecting a net profiit of six- 
tenths of 1 percent or $441,000—not enough to buy 1 new 350-ton boat. 

This change is substantial to the point of disaster. This change explains the 
condition of decline rather than expansion of our fishery. There is almest no 
established investment field at present that does not combine a greater return 
with greater security of investment. 

Table 6-2 shows the value annually of bait-boat catches showing a substantial 
decline of 39 percent between the index year of 1950 and the year 1957—and 
26 percent between the 1952 total and the 1957 total. 
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TABLE 6—-1.—Pro/fit and loss on sales 




















Year Percent- | Index Year | Percent-| Index 
age age 
ASS: dint cs tink es eibatiee 14.7 tals abana eit 1—0.6 —5 
NG t thahcotibdicihciineneeenct 12.8 iain anansnauieeida dail eines 3.7 29 
BL cit Shdtidiasecsheense 12.9 RU WR bse <ccccctdécndestascosced oF 5 
ania lin tant cellaaeiawent 5.6 Ne RR sk dices es sneieca8 khuhsdnin ssinteand 1.6 12 
A 1.0 Be eins kaaliarihlbicitincnweans 1—3.8 —29 
1 Loss. 
TABLE 6-2.—Annual value of landings (bait boats)* 

tosee potent — 

Year | Total value index | Year Total value hinaex 
eae a | oe 
a ial aeiali $37, 264, 000 100 0 a eee $29, 335, 000 79 
A ci dchtiahiaimintsinciniaees 30, 874, 000 es oe caine | 39, 228, 000 105 
WR rotie ices juts 57;008;000 |\ 200 4100006. 0.2.00 5. del. oe2 ce 24, 919, 000 67 
RS Seen an 31, 969, 000 86 1| EE eis Deke tl kode 27, 772, 000 7 
a Anditiincitiadimetntinen 31, 020, 000 | etn et | 22, 804, 000 61 








1 Based on year of catch (not year of unloading) with prices based on U. 8. Department of Interior aver 
age yellowfin-skipjack. 
2 Estimate. 


7. Share of the market 


There has been a substantial decline in the share of the United States market 
supplied by the domestic tuna fishing industry. Computations by the Depart- 
ment of the Interior, generally, are the same as our own. Table 7-1, on the basis 
of a related index shows that there was, by the end of 1956, a decline of 21 
percent in the domestic producers’ share of the market held in 1950. Estimates 
for 1957 show a further decline. 

It should be noted that the low point reached in 1955, 46.9 percent of the mar- 
ket, recovered somewhat in 1956 to 55.3 percent by reason of drastic price 
decreases made by the bait boats. Estimates for 1957 show a decline toward the 
1955 low point. 

Five years ago (1952) the domestic fishing industry had reached a new low in 
percentage of market—66.2 percent—this year that percentage will approximate 
only 50 percent. 


TABLE 7-1.—Share of the market tuna and tunalike fish 














| Producer’s share! Index Producer’s share ! Index 
Year s domestic Year | Gomestio 
| share . share 
Domestic | Foreign | } Domestic | Foreign 
| | | 
| | | 
92.3 ae BN TE Sects xcmnin 59.0 41.0 85 
88.8 | 11.2 58 '}} 1008.:<.-....-| 57.6 42.4 83 
69.6 30. 4 100 || 1955......._. 46.9 53.1 | 67 
70. 4 29. 6 101 1956__. os 55.3 44.7 79 
66. 2 33.8 SP dl Sncaniascne 49.9 50. 1 372 





1 Source: Department of the Interior. 
2 American Tunaboat Association estimate, 


8. Cost of operation 

The cost of owning and operating a bait boat has risen substantially in the 
past 5 years. 

The basic costs include those of provisioning, fueling, and otherwise supplying 
a ship for a fishing trip. The labor cost consists of a share of the net proceeds of 
the catch and would vary dependent upon prices received for the catch and the 
expenses deducted therefrom. To this extent the fisherman’s earning is affected 
the same as the boatowner’s. 

Other basic costs, usually called boat expenses, consist of repairs, depre- 
ciation, insurance, taxes, gear not charged to trip expense, and other items, 
Repairs are a high cost item as not only do the hulls and superstructures have to 
have constant care but the extended trips, and the days and weeks of continuous 
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operation, necessitate heavy expenditures for maintaining the main engines and 
shafting, electric generating sets, electric motors, refrigeration machinery, bait 
pumps, brine pumps, and the extensive piping systems necessary. 

Insurance rates have increased markedly. Recently the increased premiums 
have been maintained but the amount of coverage for total loss has been reduced 
from 100 percent to 75 percent. Premium costs have increased because of the 
increasing age of boats and the actuarial experience. 

Cost increases are evident from the following samples of cost items: 











| 
| | Percentage 
Item Index 1950 Index 1952 Index 1957 increase 
1952-57 
pe ee oak — Pner ~|— eS m 
a hi a teal siametiniecaiin 101.2 114.6 117.0 | 2.1 
Fuel__- ; Zanbetua chabenboreans 105. 0 107.0 142.0 32.8 
at. 5 1th oc) 2cikiaith, cackcaeonieea Ree 110.3 123.0 150.8 | 22.6 
EO EE EE PE 109. 9 124.7 151.0 25.9 
PI a cwrarniocctcccmac6 eran nrancceignien-deeeteaae 100. 0 100. 0 133. 7 33.7 














A preliminary composite evaluation of these and other cost factors shows an 
increase in trip operational costs of 27.4 percent since 1950 and 20.9 percent since 
1952. Other cost factors of major character (repair services, repair and re- 
placement materials, insurance and gear) have been preliminarily estimated as 
increasing 33.5 percent since 1950 and 16.8 percent since 1952. We believe these 
cost changes are conservatively estimated. 

These cost increases are substantial. When considered in relation to de- 
creased prices they are extremely severe in their impact. 


9. Imports 


(a) Frozen tuna imports.—Frozen tuna imports represented the largest vol- 
ume item of all forms of tuna imports. In the prewar years the principal volume 
was preponderantly canned tuna in oil. Technological developments since 
World War II have placed greater emphasis on frozen tuna. Historically the 
albacore species has been the principal species imported. The development of 
the large fishing fleet in Japan has placed increasing emphasis on the yellowfin 
species in the past few years, culminating in 1956 when for the first time this 
species outran albacore. 

Historically, too, Japan has been the principal supplier. This continues to 
be the case. In 1952 the last year covered by the Commission report Japan 
supplied 73.9 percent of frozen tuna imports while in 1956 this had risen to 
81 percent. 

Frozen tuna imports have substantially changed, not only in species com- 
position, but in form in that gilled and gutted yellowfin 4nd filleted yellowfin 
imports have come virtually to eliminate frozen tuna in the round. This makes 
difficult the needed comparison of volume between years. 

Table 9-1 shows imports of frozen tuna from all areas as it increased from 
9 million pounds in 1948, to 56 million pounds in 1950 and to 145 million pounds 
in 1955. In the 5 years since 1952 the increase has been 74 percent (before 
adjusting volumes for loins and discs) and 91 percent after such adjustment. 

Japan’s rise has been more spectacular in the last 5 years—an increase of 
94 percent before adjustment for loins and disks—and 116 percent after such 
adjustment. 

Ninteen hundred and fifty-seven imports of frozen tuna from all areas are 
running 13 percent ahead of 1956 before adjustment for loins and disks and 21 
percent ahead after such adjustment. 

Japan represents 81 percent of these 1957 imports and in volume is running 
10 percent ahead of last year before adjustment for loins and disks and 20 per- 
cent ahead after such adjustment. 

(b) Loins and disks.—Loins and disks cooked and then frozen appeared in 
volume in 1955. Table 9-2 shows the total net weight as 4,821,000 pounds which 
on the basis of a 40-percent conversion represents about 12 million pounds of 
round weight. 

In 1957 data are available for only 8 months. The total is 7,272,000 pounds. 


This means an increase of almost 130 percent in the monthly rate of importation. 

These imports, except for minor amounts, are from Japan. Their effect on 
cannery labor has been previously referred to. These imports have political 
significance as the Japanese do not permit important shipments to enter Cali- 
fornia. 


24093—58—pt. 2——-50 














2268 RENEWAL OF TRADE AGREEMENTS ACT 


This is a substantial change in volume and form of imports. 

For comparative purposes table 9-3 is appended. In this table frozen cooked 
loins and disks are combined with frozen tuna to provide a better overall view 
of imports of tuna for canning. 

(c) Canned tuna.—Canned tuna imports are of great importance. Once the 
leading form of tuna imports, they are now outranked by frozen forms. 

The most significant change in such imports is the switch from canned tuna 
in oil as almost the only item in commerce to canned tuna in brine. Canned 
tuna in brine, 98.6 percent of the total, has virtually driven canned tuna in oil 
out of contention as an import item. The reason is not that there is particular 
appeal in the brine pack but that it bears a 12% percent ad valorem duty com- 
pared to 35 percent on canned tuna in oil. 

Table 9-4 shows the trends in these import commodities. Combined, there is 
only a 4-percent increase in volume since the index year of 1950. However, it 
was in 1950 that the tuna market was broke by excessive imports so that a 
further comparison between 1952, the date of the last Commission report, and 
1956 does show substantial change—an increase of 65 percent. 

In canned tuna, as in other forms, Japan is the completely dominant foreign 
supplier with 93.9 percent in 1956; a percentage that has not varied appreciably 
in 5 years. 

TasLe 9-1.—Imports of frozen tuna’ 























cee" 
| Other countries | Japan 
Year ‘ a . ae 
Pounds Index Pounds Percent | Index 
| of total 
1948____. ae cao es ee 9, 143, 000 | 16 2, 392, 000 26. 2 9 
WG sees. =. 3S... cuss & 20, 606, 000 | 36 | 2, 839, 000 13.8 ll 
eek Sih conan eds pact odeed 56, 712, 000 | 100 | 25, 369, 000 | 44.7 100 
ak ce ee 8 pankts 62, 085, 000 | 109 | 35, 727, 000 56.7 141 
ee a ae a ag pend 69, 003, 000 | 122 | 50, 985, 000 | 73.9 201 
kee AS ceeds ecco. 95, 038, 000 | 168 | 77, 112, 000 | 81.1 304 
TS Sarr 123, 853, 000 | 218 | 98, 439, 000 | 79.5 388 
pee eS hee ke 145, 246, 000 | 256 112, 219, 000 | 77.3 | 442 
ect Bence icon giacced Cunaek ie »ssence 120, 241, 000 212 98, 315, 000 | 81.8 | 388 
SS 
9-MONTH COMPARISONS (JANUARY-SEPTEMER), 1955-57 
ede a ecetept esc ge aS tien iat ects andi rece anaraearener merece Rone 
ROU Pikrittinncdudtth «sets dn nieihttansth~<p edt 122, 441,000 |..._...-- | 1 95, 577, 000 | eee 
sae aah cis oecive ene 98, 181, 000 | _.| 181,676, 000 | OBE eis nes 
a dah ee ee a | 110, 989, 000 |... ...... 1 89, 878, 000 | ht 7 
! Not including frozen loins and disks. (See table 9-3.) 
2 Not adiusted for weight loss for substantial imports of gilled and gutted yellowfin tuna. 
TABLE 9-2.—I mports of frozen tuna loins and disks * 
Year (8 months, January—August only) : Total 
ee ae ee ee) bh J es A oe ke 4, 821, 000 
ana Radke ee Pea ee ee ses 7, 272, 000 
No complete separation by species available except as follows: 
Se eee ees) BaOne el eiel oe ae 3, 506, 900 


Sen MUENINRSS 2 hee oo oe ee 1, 115, 800 
I et ee Steet maten 198, 300 





Ste tate Rei. Jus 4 nido ene Poeee oo ee 4, 821, 000 
Ropers DONORS. onc 3, 244, 200 
MRD eae eS Fo 2 os) 8 te en keene 130, 700 
Specified as yellowfin-bigeye____.___________ eae eet tsa areicdiecigs ee 


I es et 1, 688, 000 


ON he eS ec i 7, 272, 000 


1 No breakdown available as to imports in form of loins or in form of disks separate from 
each other. 
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TABLE 9-3.—Imports of frozen tuna inclusive of loins and disks? 





Year Total Index Japan total | Percent | Index 
| | of total | 

a et eB ET ee 

1948... A 9, 143, 000 16 | 2, 392, 000 | 26. 2 | 9 

1949 : s 20, 606, 000 | 36 | 2, 839, 000 | 13.8 11 

1950. . . i ‘ 56, 712, 000 100 | 25, 369, 000 | 44.7 100 

1951 aa ; : 62, 085, 000 109 | 35, 727, 000 | 56.7 141 

983... .. f 2 69, 003, 000 122 | 50, 985, 000 73.9 201 

1953 . 95, 038, 000 168 77, 112, 000 | 81.1 | 304 

1954 - 123, 853, 000 218 | 98, 439, 000 | 79. 5 | 388 

1955 145, 246, 000 256 | 112, 219, 000 | 77.3 442 

1956 1 132, 293, 000 1 233 | 1 110,367,000 | 183.4 | 1 435 
| | 


8-MONTH COMPARISONS (JANUARY-AUGUST), 1955-57 
; _ —— ~ Tare 
1955 ie 115, 201, 000 : 88, 812, 000 | 77.2 | 
1956. 102, 586, 000 : 86, 332, 000 84.0 
1957 ! 124, 166, 000 1 103, 804, 000 | 1 83.6 
| 


| Net weight of loins and disks at 250 percent of imported weight to produce assumed round weight. 1955- 
56 figures not adjusted for loss of round weight on gilled and gutted imports. 
TABLE 9—4.—I mports of canned tuna 


ALL COUNTRIES 


Pounds of processed weight 






Year rs “ ____| Percent | Index 
In oil In brine Total | 

| : ss 

1948 8, 289, 000 . 8, 289, 000 ee 23 
1949 4, 504, 900 4, 504, 900 eat 12 
1950 36, 409, 500 380, 900 36, 790, 400 | _- ada 100 
1945] 3, 618, 600 9, 351, 800 12, 970, 400 |......-. 35 
1952 1, 288, 400 19, 032, 500 23, 320, 900 | ceed 63 
1953 41, 712, 200 29, 880, 400 34, 592, 600 | caro O4 
1954 1, 111, 400 30, 478, 200 31, 580.600 |..........} 86 
1W55 817, 800 33, 745, 200 34, 563, 000 Ror aa | 04 
195¢ 585, 600 37, 629, 400 38, 215, 000 |... 104 

9MONTH COMPARISON (JANUARY-SEPTEMBER), 1955-57 
| | i 
?. 
DR I Fico waa secdecnnians 
| 
JAPAN 

1048 645, 400 645, 400 78 | 9 
1949 1, 781, 600 1, 781, 600 39. 6 5 
1950 31, 809, 390 380, 900 32, 190, 200 87.5 100 
1951 2. 456, 700 &, 627, 100 11, 083, 800 85.5 | 34 
1952 4, 204, 200 18, 573, 100 22, 777, 300 97.7 71 
1953 4,114, 900 28, 248, 200 32, 363, 100 93. 6 101 
1954 176, 500 28, 113, 200 28, 589, 700 92.9 | 89 
1955 622, 100 31, 671, 500 32, 293, 600 93.4 | 100 
1956 : 370, 400 35, 504, 300 35 , 700 93.9 | 111 





9MONTH COMPARISON (JANUARY-SEPTEMBER), 1955-57 


1955 522, 000 22, 378, 000 22, 900, 000 | er 
1956 280, 000 2 


1957 


28, 223, 000 | 28, 503, 000 | BR tees 
505, 000 29, 051, 000 29, 556, 000 93.8 |..-- 


| 
1055 683, 000 24, 402, 000 25, 085, 000 |..........] 
1956 454, 000 | 30, 003, 000 30, 457, 000 hae 
1957 746, 000 30, 751, 000 31, 497, 000 oe oe 
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TABLE 9—5.—I mports of canned tuna and tunalike Sah 





Total 


| Tuna E Tunalike 


, 504, 900 8, 007, 200 12, 512. 100 
36, 790, 400 8,135,100 | 44, 925, 500 
12, 970, 400 10, 437, 300 23, 407, 700 
23, 320, 900 13,811,500 | 37, 132, 400 
34, 592, 600 10, 241, 700 44, 834, 300 
31. 589,600 | 15,370, 700 46, 960, 300 
34, 563,000 | 15, 274,900 | 49, 837, 900 | 
38, 215, 000 | 13,619,300 | 51, 834, 300 | 


“7 
, 289, 000 270, 700 | 8, 559, 700 


JARY TO SEPTEMBER), 1955-57 





5,085,000 | 12,491, 000 37, 576 
, 457, 000 | 10, 344, 000 | 40, 801, 000 
31, 497, 000 12,057,000 | 43, 554, 000 


' 


10. Domestic catch and frozen imports for consumption 


The 1953 report (p. 73) carries a table showing ratio of frozen tuna imports 
to domestic catch. From the previous parts of this statement the trends are 
reasonably obvious. 

In 1952 the ratio of frozen tuna imports to domestic catch was 21.2 percent, 
rising to 53.9 percent in 1955, and running at an estimated 62.7 percent (including 
loins and disks) this year. This is an increase of 332 percent over 1950 and 
196 percent in the past 5 vears. 

Table 10-1 sets forth this substantial change. 


TABLE 10-1.—Domestic tuna catch and imports for consumption 


os ai r — 
Domestic Imported |Ratio imports} 
tuna tuna | to domestic Index 
catch catch catch 





1956 





9-MONTH COMPARISON (JANUARY-SEPTEMBER), 1957 





226, 880 1 122, 441 
2142, 441 








1 Exclusive of loins and disks, 
2 Inclusive of loins and disks. 


This second section of our report to you covers 10 important areas of our 
tuna fishery. Information has been presented over a 10-year period and is so 
arranged that a clear picture may be had of substantial changes in the whole 
period and in the period since the last Tariff Commission report which covered 
the period ending with 1952. 

This is a summary of the results given first by a comparison of 1957 with the 
index year of 1950: 

1. A decline in domestic tuna production of 26 percent and a decline in bait 
boat production of 25 percent. 

A decline in bait boat fleet capacity of 12 percent and in activity of 17 
percent. 

3. A decline in yellowfin—skipjack average prices of 18 percent. 

4. A decline in employment opportunities of 25 percent. 
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5. A decline in share earnings of 31 percent. 

6. A decline in net profits of 100 percent and below to a net loss position. 

7. A decline in domestic producers share of the market of 21 percent with 1957 
declining further. 

8. An increase in basic operating cost elements of 33.7 percent. 

9. An increase in frozen tuna imports adjusted for loins and discs of 335 per- 
cent. An increase in canned tuna imports of 4 percent with 1957 imports in 
both forms running ahead of 1956. 

10. An increase in the ratio of frozen forms of imports to domestic tuna catch 
of 179 percent—with 1957 running far ahead of 1956. 

The Commission is particularly concerned with the last 5 years’ (1953-57) 
substantial changes affecting the domestic tuna fishery in the last 5 years (1953- 
57) therein. These are the changes with 1952 compared to 1957: 

1. An 11 percent decline in domestic catch and a 13 percent decline in the 
domestic bait boat catch. 

2. A 20 percent decline in the capacity of the bait boat fleet with an 8 percent 
increase in its activity. 

3. A 15 percent decline in average yellowfin—skipjack prices. 

. A 31 percent decline in employment opportunities. 

. A 10 percent decline in share earnings. 

. A 100 percent decline in profits to a net loss position. 

. A 16 percent decline in share of the market (to 1956) with 1957 declining 
further. 

8. A 21 percent increase in basic operating cost elements. 

9. A 92 percent increase in frozen tuna imports adjusted for loins and discs 
and a 65 percent increase in canned tuna imports through 1956—with 1957 im- 
ports of both forms running ahead of 1956. 

10. A 90 percent increase in the ratio of frozen tuna forms to domestic catch— 
with 1957 running far ahead of 1956. 

The purpose of this hearing is to obtain facts. These are the facts as we 
know them to the present time. The facts shown are the results of an unequal 
struggle. We are once again bringing them to the attention of our Government. 

The United States Government has two basic policy guides, which, if to use 
in this tuna case, will afford a means of averting full and final disaster. 

The first of these is United States trade policy which states that it is in the 
national interest to expand our export-import trade and that in this process, 
it is equally in the national interest to see that serious injury is not visited upon 
a branch of domestic labor, industry or agriculture. 

There is every form of evidence of serious injury in the tuna fishing industry 
because of the import situation. There is inequality of treatment of the tuna 
fishing industry compared to the tuna canning industry. 

The second of these is United States fisheries policy which states that our 
fisheries make valuable material contribution to the life of this country and 
that it is in the public interest that strong, prosperous efficient fishing industries 
be maintained. 

The tuna fishery is a leading fishery and clearly comes under this policy 
directive. 

The work of the Tariff Commission in this hearing and in preparing a revised 
report will be a powerful assistance to the Congress and other branches of 
Government in setting forth the facts. 

Our appeal to Government to implement its clearly established policies is 
made out of necessity not choice. In our own industry and in those ways open 
to us apart from Government we will also continue every effort to remain 
efficient, active and alive. 


AMERICAN TUNABOAT ASSOCIATION, 
San Diego, Calif., March 4, 1958. 
Hon. Dwient D. EISENHOWER, 
The White House, Washington, D.C. 


My Dear Mr. PrestpEnt: In the February 8 issue of the magazine Business 
Week (p. 80) occurs the following item : 

“The Eisenhower administration is trying hard to mollify some of the in- 
dustries that are pushing hardest for protection against foreign competition. 
For example, the State Department is quietly trying to work out a deal with 
Tokyo that would limit ‘voluntarily’ Japanese exports of stainless steel flat- 
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ware to this country. Then, the same plan may be tried for tunafish. A vol- 
untary formula already has been used to dampen down sales here of Japanese 
textiles.” 

Without eliciting any more specific information than that contained in this 
article, our observers have picked up the same rumor respecting tuna at the 
Department of State, the Department of Interior, the Department of Commerce, 
in the Congress and in Tokyo. Accordingly, we are beginning to give credence 
to the rumor. 

We are most grateful that your administration is taking a sufficiently serions 
view of the injury being done to the domestic tuna fishing industry by the 
rapidly increasing volume and variety of tuna imports coming into the United 
States, particularly from Japan. We have been actively engaged for some years 
in trying to point out this serious injury and obtain reasonable relief from it 
withont damaging the trade in tuna or relations between the two countries 
For this reason it is with the greatest reluctance, that we ask you to abandon 
this avenue of possible relief to us. 

We have no competence in evaluating what success this suggested method mav 
have in relieving the distress caused by imports to the textile industry or the 
stainless steel flatware industry, but we have had upwards of 6 vears of de 
tailed experience with voluntary controls of tuna exports to the United States 
unilaterally imposed and regulated by the Japanese and we believe that these 
controls in themselves have had a large, if not controlling, role in the difficulties 
that have brought us to our present critical condition. We can stand no more 
of this sort of “help.” It is the primary purpose of this letter to describe to you 
our experiences in this field and thus explain our firm stand against voluntary 
controls unilaterally exercised by Japan. 

We want it very clearly understood, before we go further, that we do not cast 
any aspersions on the Japanese character by making this request. The Japanese 
tuna businessmen have a good reputation in this industry as being honest and 
scrupulous in keeping the terms of a bargain: the Japanese Government has as 
good a reputation as any other government has in keeping its word. 

Our request is based entirely on the historic record of the failure of the Jana- 
nese system of voluntary unilateral controls over the tuna trade to prevent a 
continued disintegration and continuous demoralization of this trade over the 
past 7 years thev have been being put into effect. Our study of this history leads 
us to conclude that putting the burden of control of this trade unilaterally upon 
the Jananese places an intolerable load upon them which is quite unfair to them 
and which they »re unable to carry alone. The system is basically unsound, as 
both Governme»ts have concluded in other contexts cited below it would be 
The economie forces which they are asked to keep in check are in some instances 
too large for them to control, and in other instances their attempted control by 
them puts economic stresses upon individual Japanese firms or groups of firms 
which is not fair to them and can be discriminatory for a long enough period 
to break a firm and put it permanently out of business, as it has done more than 
once in the past 7 years. 

We believe very strongly that the United States Government should plainly 
and publicly accept its share of these burdens and not surreptitiously push the 
Japanese business community and Jananese Government into taking measures 
onerous to them and of doubtful benefit to us while publicly proclaming that all 
trade should be free and untrammeled by Government regulations. 

We think that the United States Government should not publicly advise the 
Japanese that monopolistic controls over ‘international trade are harmful to that 
trade, and then privately suggest that they take steps which can be effected only 
by their adoption of monopolistic controls. 

We think that when those monopolistic controls do prove to be harmful to the 
trade as predicted, that the United States Government should then adopt an- 
other means of meeting the problem instead of calling upon the Jananese to 
refine and intensify the monopolistic controls that are largely the origin of the 
problems. 

The moral position of the United States Government has not been without 
blemish in this context and we are much more inclined to castigate our Gov- 
ernment for its part in these dealings than we are to in any way blame the Japa- 
nese who, so far as we can determine, have acted in an honest and honorable 
manner and have done the best they could under conditions not entirely of their 
making, and not solely under their control. 

There are two perfectly legal, adequate and correct methods to solve these 
problems and share their burden: (1) legislation adopted by the United States 
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Congress to govern the whole import trade in tuna, and (2) a written negotiated 
agreement between the Governments of the United States and Japan regulating 
the whole tuna trade between the two countries under law instead of through 
subterfuge. The executive branch of the United States Government has hereto- 
fore opposed both of these methods because they conflicted with executive branch 
theory respecting international trade. 

We have adopted the former course because (1) we have no ability to adopt 
the latter, and (2) we think that the negotiated agreement approach holds sey- 
eral difficulties that may not be capable of resolution. 

We point out, as Congressman King pointed out in his remarks on the floor 
of the House when he introduced H. R. 9237: 

“This bill does not intend to reduce the imports of tuna from Japan or from 
other countries as to actual volume. It accepts the status quo with respect to 
volume.” 

“Nor does this bill attempt to restrict the share of the domestic tuna market 
that is now enjoyed by the foreign producers * * *” 

Those who declare that we are trying to eliminate or decrease the Japanese 
trade in tuna with the United States either have not studied these legislative 
proposals and our comments upon them, or they are being deliberately alarmist 
and extremist in an attempt to defeat the legislative approach to these problems. 
This we think to be a disservice to Japan, to the Japanese business community, 
and to friendly relations between the two countries. 

A calm and careful survey of the material and testimony we have put before 
the United States Government in the past several months will quite clearly in- 
dicate that the United States market for tuna can be strengthened, the fleets of 
United States vessels can be put in sound financal position leading to their growth 
instead of continued shrinking, the United States tuna industry can be put in a 
sound financial condition, Japan’s dollar earnings from its tuna trade can be 
stopped from shrinking and begin to grow again, the Japanese tuna boat owner 
and fisherman can, with his American peers, quit worrying about the bank 
foreclosing on his vessel, and all of this can be done without cutting back the ex- 
ports of tuna from Japan to the United States by a case or ton and by not 
increasing the cost per can of tuna to the American housewife by more than 2 
cents per can, if that much. 

You will note from your own statistics that this would leave the price of 
canned tuna still well below 100 on the Department of Labor’s cost of living index. 
It is not necessary for that index to come to 100 for this industry and the Japanese 
tuna industry to thrive and grow together in this market peacefully and pros- 
perously and thus guarantee the American housewife a stable and growing 
supply of this delicious, nutritious protein food. 

We propose to present some detailed information on this subject below but a 
graphic picture of the effect of voluntary unilateral controls over the tuna trade 
from Japan to the United States can be given in summary form as follows: 

Voluntary controls of the export of frozen tuna to the United States began 
to be imposed by the Japanese upon themselves in late 1951 and have been 
imposed with greater severity and scope in each of the passing years until the 
system of control was brought almost to perfection in 1957. 

In the last full year of uncontrolled export of tuna to the United States 
(1951) the total imports of tuna in all forms into the United States was a 
little over 100 million pounds when converted to a whole fish basis. A little 
more than 60 percent of this was frozen tuna; a little less than 40 percent was 
in the canned form. About 72 percent of the total came from Japan. 

After 6 full years of such controls, the total imports of tuna in all forms in 
1957 into the United States was about 250 million pounds when converted to 
a whole fish basis. About 52 percent was frozen tuna; about 48 percent was 
in the canned form. About 85 percent of the total came from Japan. 

In 1952 there were 214 tuna clippers fishing out of San Diego full time for 
tuna; 120 purse seiners out of San Pedro engaged in the tuna fisheries; and 
about 3,000 small craft out of all of the ports of the west coast engaged in 
fishing for albacore. 

In 1957 there were 150 tuna clippers fishing for tuna out of San Diego and in 
the second month of 1958 there are 139. In 1957 there were about 60 purse seiners 
fishing out of San Pedro for tuna and in this second month of 1958 there are 45. 
In 1957 something less than 1,000 small craft on the west coast engaged in the 
albacore fishery in spite of the fishing conditions being much better than for 
several years. It is too early to say how many will be out in 1958. 
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In 1952 the Japanese catch of yellowfin and bigeye tuna was about 39,000 
tons and of albacore about 28,000 tons, or a total of 67,000 tons. These are the 
species of tuna primarily exported to the United States. In 1957 the catch 
of yellowfin and bigeye tuna in Japan was about 150,000 tons and of albacore 
tuna about 75,000 tons, or a total of 225,000 tons—more than 3 times as great 
as that of 1951. 

In 1951 about 10 million cases of canned tuna and tunalike fish were sold 
and consumed in the United States and in 1957 nearly 15 million cases—a gain 
of 50 percent in market in 6 years. 

Thus 6 years of increasingly tight controls imposed by the Japanese unilater- 
ally and voluntarily upon their export of tuna to the United States has led to 
these results during a period when the total consumption of canned tuna in 
the United States has increased by 50 percent. 

lt. Imports of tuna from Japan have more than doubled. 

2. The Japanese catch of the sorts of tuna exported to the United States 
has tripled. 

3. There has been a rapid and huge expansion of the high seas tuna 
fishing fleet in Japan, both as to number of vessels (a larger new fleet 
than our total fleet) and fished area (the world). 

4. The United States tuna fishing fleets have decreased in number and 
productive capacity rapidly, sharply, and steadily. 

5. The catch of tuna by United States fishermen has declined steadily 
not only in proportion to the market but also absolutely. 

6. The number of tuna canning firms in the United States has shrunk 
steadily through bankruptcy and forced merger and no one will contend 
that United States canners’ protit margins are proper when compared with 
national averages for other industries. 

7. There has been continual strife in this market which has resulted in 
steady turmoil in the Congress and executive branch of the United States 
Government and has contributed to disturbed relations between the two 
Governments when peace was desired by all hands, and embarrassment in 
Japan to the party in power, one of whose principal planks was close and 
friendly relations with the United States. 

In all fairness it must be said that this cartelization of the tuna trade to the 
United States has not brought the Japanese tuna industry much more satisfac- 
tion than it has us, nor has it worked out to the positive good of the Japanese 
Government. The high point in the tuna trade with the United States was reached 
in 1954. Although the volume of tuna exported to the United States has 
continued to climb steadily and rapidly since then, the total dollar revenue 
realized by Japan from this trade has gone down each year, and it will shrink 
again in 1958 from the levels reached in 1957. 

Nor has the Japanese industry grown rich. In 1955 the Japanese canners 
lost money heavily, several went into bankruptcy, and they have not had a 
generally profitable year since. In 1956 the Japanese frozen tuna exporters 
suffered cash losses exceeding $2 million which were for them disastrous and 
there were several bankruptcies and forced mergers in that part of the trade. 
In 1957 they recouped a considerable part of their 1956 losses but it was at the 
expense of the Japanese tuna boatowners who took such losses in 1957, we 
are informed, as would have put a large share of the large new long-range 
fleet into bankruptcy and foreclosure of mortgages had not the paper on the 
vessels been held by the Japanese Government banks and a moratorium extended 
not only widely as to payments on principal but in a good many instances to 
payment of interest as well. 

We are of the opinion, after as careful a study as we have been able to make, 
that the long-range, high seas tuna fleet of Japan is heading for a situation 
which will place it in not much better economic condition than our fleet is in 
and that its main advantage over us is that it has the sheltering arm of its 
Government around it, and will not succumb, whereas we do not have similar 
benefits from our Government and our future is more obscure. 

It appears to us to be quite likely that this fleet as well as ours sold its 
catches at below cost of production in 1957, and that there has been more or less 
of this going on for some years. The economic warfare that has now been 
forced unon the two of us through lack of positive action by the Government 
of the United States makes the outlook for 1958 bleaker for both fleets than 
1957 was. 

Thus we have the curious picture of a thriving and rapidly growing trade in 
tuna between the two countries, and a rapidly growing retail market for tuna 
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in both countries accompanied by sharp economic distress among the producers 
in both countries, varying and unsatisfactory profit yields by the processors 
in both countries, and a total dollar income to Japan from this trade which 
has been steadily declining for 3 years and gives every indication of declining 
still more in this fourth year. 

We believe that anyone who has examined more than skin deep into this 
trade in recent years will readly admit that it is in an unhealthy condition 
which is not satisfactory to either country. We have examined into the causes 
of these unhealthy conditions and have concluded that they are very largely the 
outgrowth of monopolistic controls engaged in by public and private enterprises 
in Japan as a result of the voluntary unilateral controls over this trade in- 
creasingly exercised by the Japanese since 1951. We are not at all inclined 
to cast blame upon the Japanese for these happenings. We think, as related 
above, that they have done about as well as they could do under the conditions 
existing at the time. 

As a matter of fact, both Governments recognized some years ago that such 
effects would likely flow from such practices. Article XVIII of the Treaty of 
Friendship, Commerce, and Navigation between the United States and Japan 
which became effective October 30, 1953, reads as follows: 

“1. The two parties agree that business practices which restrain competition, 
limit access to markets, or foster monopolistic control, and which are engaged 
in or made effective by one or more private or public commercial enterprises or 
by combination, agreement, or other arrangement among such enterprises, may 
have harmful effects upon commerce between their respective territories. 
Accordingly, each party agrees upon the request of the other party to consult 
with respect to any such practices and to take such measures as it deems appro- 
priate with a view to eliminating such harmful effects.” 

The summer of 1957 was of such disastrous economic consequence to us, and 
these losses so clearly grew out of the cartelization of the trade in tuna from 
Japan to the United States, that we, under date of August 27, 1957, requested 
Secretary of State John Foster Dulles as follows: 

“We ask that you request the Japanese Government to consult with the United 
States Government, pursuant to article XVIII of the Treaty of Friendship, Com- 
merce, and Navigation, as to taking such measures as are deemed to be ap- 
propriate to eliminate the harmful effects upon the tuna trade between the 
countries that have arisen from the business practices now being exercised in 
Japan on the part of the Japanese Canned Tuna Export Fishery Association and 
the All Japan Frozen Marine Products Export Association in conjunction with 
the Ministry of International Trade and Industry, the Ministry of Agriculture 
and Forestry, and the Foreign Office or any such practices which are being engaged 
in or made effective by any other private or public commercial enterprises in 
Japan or by a combination of such enterprises that restrain competition in 
this market, limit access to this market, and foster monopolistic control of this 
market. We further ask that you request the cessation of the business practices 
from which these harmful effects flow.” 

We provided the Secretary with a considerable amount of substantiating 
evidence which it is unnecessary to repeat here because you will find a copy of it 
in your files. We asked the Secretary to be kept informed of his progress in 
this matter, but to this date, 6 months later, we have had nothing from the 
Department of State beyond an acknowledgment of the receipt of our letter of 
August 27 with enclosures. 

In the meantime the tuna industry has continued to move, the monopolistic con- 
trols of the tuna trade with the United States have continued to tighten in 
Japan, and the harmful effects which both countries recognized as inevitable in 
1953 have continued to flow from these practices. 

It may be useful to briefly recapitulate the sequence of events which have led 
the tuna trade to this pass. 

In 1950 the Trade Agreement with Mexico was abrogated and the tariff on tuna 
eanned in oil, then the principal tuna commodity in trade, automatically re- 
verted from 2214 percent ad valorem to 45 percent ad valorem. Instead of making 
this reversion simultaneous with the announcement of the abrogation, as this 
industry requested, the Department of State made the announcement in June 
1950 but did not make the tariff rate effective until January 1, 1951. 

In the ensuing 6 months the Japanese flooded this market with tuna canned in 
oil to the extent that the entire tuna market in the United States was thoroughly 
demoralized by the middle of 1951 and our fleet was stopped. This was the first 
of the major stoppages of this fleet which have since become annual affairs. 
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In 1951 the Japanese discovered a loophole in United States trade law which 
enabled them to largely circumvent the tariff barriers applying to canned tuna. 
They could leave the oil out of the can, substitute water for it, call the product 
tuna canned in brine, and reduce their tariff on canned tuna by this simple step 
from 45 percent ad valorem to 12% percent ad valorem. They diverted their 
production to this commodity form in 1951. Their exports of this commodity 
grew from 73,000 pounds in 1950 to 8,627,000 pounds in 1951, 18,573,000 pounds in 
1952, and 28,248,000 pounds in 1953. 

These sledge-hammer blows on the United States industry brought it tem- 
porarily to its knees. In 1951 legislation rationalizing the tariff on tuna 
commodities was introduced in the Congress. Recognizing the critical emer- 
gency faced by this industry, the House Committee on Ways and Means reported 
out temporary remedial legislation which passed the House but got to the 
Senate too late to be considered and was held over to the 1952 session. Its 
passage in the Senate was bitterly and successfully contested by the Department 
of State, although the bill was defeated by only a slight margin. 

In order to cool down feelings, relieve pressure on the market, and aid the 
Department of State in defeating this legislation, the Japanese Government 
instituted sharp and close controls over both the volume and price of all forms 
of tuna exports to the United States. On September 25, 1951, canned tuna was 
placed on the list of commodities for which export licenses were required. 
On December 15, 1951, frozen tuna was added to the list. 

The legislation kept moving through its required steps in the United States 
Senate and was due to come up for vote there in the spring of 1952. On April 
7, a quota covering the exports of both frozen and canned tuna to the United 
States was established by the Japanese Government to cover the year April 1, 
1952, through March 31, 1953. The quota for frozen tuna was set at 24 million 
pounds for the year. This represented a substantial cutback in the rate of ex- 
ports that had been going on. News of this action was notified to each Member 
of the Senate shortly before the bill was to come up for debate and yote. It 
was a shrewd move to defeat the legislation and it contributed to that end. 

It was from this period of emergency controls in Japan that the basis of the 
present troubles arose. To suddenly initiate an emergency total quota on ex- 
ports where a number of independent firms were involved necessitated the 
Japanese assigning a separate quota to each of the companies involved, by and 
large on the historic precedent of the share of the market that company had 
had in the immediately preceding period. From this innocent and temporary 
measure the tuna trade with the United States has now come to be completely 
controlled at all stages from the ocean to market by two cartels in Japan whose 
activities are coordinated and legalized by three departments of the Japanese 
Government. 

Very shortly after the defeat of this legislation in the United States Senate 
the Japanese Government began adjusting these quotas upward. They had 
served their purpose and the economic pressures which these suddenly imposed 
restrictions had created on the several branches of the Japanese tuna industry 
required being relieved. As a matter of fact there was a good economic justi- 
fication for so doing. The curtailment of exports to the United States which 
these restrictions had caused plus the long layups which had been forced upon 
the United States tuna fleets by the market condition in this country led to a 
temporary shortage of tuna for canning in the United States in the winter and 
spring of 1952-53. 

The Japanese Government, still smarting from the near passage of the legis- 
lation in the United States Congress, quite refused to relax the volume restric- 
tions on frozen tuna unless the exporter could obtain a signed “assurance” from 
the importer, on a form devised by the Japanese Government, that he needed 
the tuna and could not get it elsewhere. Needless to say these forms were 
readily executed because the price of the tuna was right. 

Armed with these signed forms the Japanese Government relaxed its quota on 
frozen tuna for export at as rapid a rate as the orders and forms came in. In 
the early winter the annual quota was increased from 24 million to 36 million 
pounds. Subsequent increases were granted. Instead of the promised volume 
eontrol of frozen tuna to 24 million pounds during the year April 1952—March 
1953, more than twice as much was permitted to be exported during that period. 
The export of frozen tuna from Japan to the United States in calendar 1952 
was 51 million pounds and this increased to 77,100,000 pounds in calendar 1953. 

It was at this stage that a misconception of the term quota as used in Japan 
became widely held in the United States Government and the United States 
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trade. When the Japanese Government enlarged its 1952 quotas on frozen-tuna 
exports to the United States in 1953, it enlarged them in such a flexible manner 
that they were no longer an impediment to trade, but the controls were still 
displayed in evidence. There was still an Overall quota for all frozen-tuna 
exporters and individually assigned subquotas inside the overall quota for the 
individual firm. When this overall quota was near completion it would be 
increased by another 5,000 tons or perhaps 10,000 tons—whatever the industry 
thought the production would be. The individual subquota of each individual 
firm was thus automatically enlarged. The industry knew that these quotas 
would be enlarged if the catch came into port. Consequently the overall quota 
and the individual quotas under it became production goals instead of volume 
controls. As soon as the companies achieved their quotas they asked for an in- 
crease, which was granted, and then they drove ahead to complete that production 
goal. 

At this stage there crept in another misconception that is still widely held 
in the United States Government and has been widely and steadily propagated 
by the Japanese and particularly by the American importers of frozen tuna. 
That is the canard that Japanese frozen tuna has consistently sold for more to 
United States canners than has American caught tuna and therefore has not 
brought price pressure upon the American tuna market. 

The truth is that the opposite is the case. Japanese tuna has been steadily 
and consistently laid down on United States cannery floors at prices which gave 
the United States canner a lower cost per case for raw materials from Japanese 
frozen tuna than from American caught frozen tuna. This was contrived by 
two principal methods: (1) Grading the fish into sizes before shipment from 
Japan so that the labor cost in canning was lower and the yield in cases per ton 
from the shipment were higher than from ocean run whole fish as produced in 
America, and (2) eviscerating the fish before shipment so that a larger propor- 
tion of the ton of fish bought ended up in the can than from a ton of whole fish. 
In the last 2 or 3 years almost all of the frozen yellowfin tuna exported to the 
United States has been eviscerated and a growing part has been further advanced 
in manufacture than that by taking off the head and tail, or by even filleting 
out all the bony structure of the fish. American producers were stopped from 
similar action by the high cost of labor in the United States. 

These two treatments together created a situation whereby if a ton of yellow- 
fin tuna from Japan and a ton of the same species from an American boat were 
laid side by side on the floor of a cannery in the United States and the canner 
had paid $300 in cash for each of the tons, his actual cost in terms of com- 
parative yield in cases per ton would be $30 to $60 less for the Japanese fish 
than for the American fish. 

The sudden rise of frozen-tuna exports to the United States upon the relaxa- 
tion of these controls by the Japanese Government in 1953 caused a temporary 
shortage of raw material in Japan for the Japanese tuna canners. They caused 
to be introduced into the Japanese Diet legislation whose effect would have been 
to prevent the shipment of frozen tuna to the United States in any year until 
the needs of the Japanese canners for raw material was filled. 

Needless to say the frozen-tuna exporters in Japan fought this legislation 
vigorously and they successfully prevented its adoption by the Diet in the spring 
of 1953 although it was generally recognized in Japan that something had to be 
done legislatively to protect the source of raw material to the Japanese canner 
in order to protect his position in the United States’ canned-tuna market. 

In mid-summer of 1953, a delegation from the California Fish Canners’ Asso- 
ciation went to Japan and conferred at length with groups from the several 
branches of the Japanese tuna industry and with officials from the affected 
departments of the Japanese Government. Documents were circulated at the 
time which purported to be an agreement whereby if the Japanese stabilized 
the volume and price of their export of tuna canned in brine to the United 
States and kept their volume of tuna canned in oil for export to the United 
States at a modest level the United States’ canners would not make political 
or other objections in the United States to the unlimited export by Japanese of 
frozen tuna to the United States in whatever volume the market would bear 
and the Japanese could produce, nor would they seek politically to increase the 
tariff on tuna canned in brine. 

Needless to say no representatives of the United States’ tuna producers were 
participants in or parties to the conferences or conclusions. 

As the statistics will show, the Japanese exports of tuna canned in brine did 
level off as to volume directly thereafter and rose very slowly from that level 
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for something over 4 years, after having climbed very rapidly during the pre- 
ceding 4 years. The free on board Tokyo price also came under regulation. 
The volume of tuna canned in oil exported to the United States actually declined 
somewhat. The export of frozen tuna from Japan to the United States which 
had been 51 million pounds in 1952 (twice the 1950 figure) went to 77 million 
pounds in 1953, 97 million pounds in 1954, and 113 million pounds in 1955. 

The regulation of the trade in tuna with the United States by Japan in this 
fashion was contrary to the then existing law in Japan. The occupation govern- 
ment had left Japan with a series of antimonopoly and fair-trade laws which 
were roughly similar to those of the United States in purpose and function and 
prohibited such cartelization of trade. 

This situation was regularized early in 1954 by the amendment of the highly 
controversial fishery export law which had been introduced into the Diet in 1953 
in such a fashion that it was agreeable to both the Japanese canners and the 
Japanese freezers, as well as to the Japanese Government. In essence the new 
law provided for the establishment of two cartels for the control of the trade in 
tuna with the United States both cartels to be under the loose control of the 
Japanese Government. Authority was given for the establishment of a cartel tu 
handle the trade in canned tuna and the already existing Japan Canned Tuna 
Export Fishery Association became this cartel. The second cartel was to control 
all exports of frozen tuna and it was the Japan Frozen Marine Products Export 
Association. 

Almost immediately the Janan Canned Tuna Export Fishery Association 
established at its sales agency the Tokyo Canned Tuna Sales Co., Ltd., appointed 
by members of the association. Since its organization all canned tuna exported 
from Japan has passed through this company whether that tuna was processed 
by a member of the Japanese Canned Tuna Export Fishery Association or was 
processed by an outside firm not a member of that association. For several years 
all of the exports handled by this firm went through eight exporting firms. This 
was enlarged by the appropriate ministry in the spring of 1957 to 19 export firms. 

Thus the export of canned tuna was placed in the hands of a tightly held, 
strongly organized, and adequately financed monopoly. It should have been able 
to adequately serve its members, stabilize the trade in canned tuna with the 
United States, and carry out any commitments and understandings that may 
have ben reached with its United States counterparts. As will appear below, 
even this strong cartel was not able with complete success to weather all of the 
political and economic storms that burst upon it with the passage of time. 

The trade in frozen tuna was similarly put in hand by the Janan Frozen Marine 
Products Export Association but because the market was rapidly expanding and 
the price increasing there was no necessity for immediate tight controls to be 
established as with canned tuna, and no joint sales company was established at 
once in that association. It was every company for itself in the market. 

It should be pointed out that in these negotiations with Japanese industry, in 
the Japanese legislation which proceeded from them, and in the reorganization 
of the tuna export trade into two cartels which then transpired, the Jananese 
tuna producers or their interest was not consulted any more than was that of 
his counterpart in the United States being considered over here. This was action 
by processors to rationalize their problems wih the assistance of the Japanese 
Government and without much consideration as to where the raw material for 
processing was to come from, or whether the producers of it could earn enough 
profit to continue to produce their raw material. 

This, you will notice as we go on, was the key flaw in this scheme. The pro- 
ducers did not stay put under the pressures that this cartelization of the trade 
developed. They made moves to counter this pressure, as they both had to do 
in order to stay in business. 

What now ensued in Japan was quite inevitable. If there were an exnort 
quota of canned tuna that could not be exceeded and there were a large number 
of small companies canning tuna, then each company had to have its individual 
quota established for it by the association in order that there not he overpro- 
duction. This was quickly negotiated ont by the association and each comnany 
was assigned a production quota for export largely based on the history of the 
immediately preceding few vears. There were similar problems with the financ- 
ing of the pack. the financing of the inventory carrying in slack sales periods, 
and the equivalent sharing of either profits or losses, of which hoth annenred. 

As is normal with quotas, and particularly with those that do not cover all 
forms of a commodity being regulated. this system set up uneconomic stresses 
and strains of considerable force. While each canner had a quota for export, 
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there was at this stage no reason why he could not can more than that on specu- 
lation if he could find the funds with which to carry the inventory. If he 
gambled and lost his excess pack was on the market and had to be absorbed 
since the bank would force the liquidation of the excess inventory. If another 
manufacturer needed dollar exchange with which to buy his raw material 
abroad it was perhaps a wise thing for him to buy up a defunct tuna canner 
who had a large export quota and inventory even if it meant a loss in the 
liquidation of inventory because the dollar exchange realized would bring 
enough profit in his regular business to cover the losses on tuna. 

While there was not the immediacy of action in the frozen-tuna export field 
because of the expanding market, the institution of individual quotas for in- 
dividual member firms on historic grounds was established in the same manner 
and with the same faults, but in a more leisurely and loosely controlled 
fashion. 

It must be kept in mind that at this stage the Japanese canners and the Japa- 
nese frozen-tuna exporters were buying their raw material in strict competition 
with each other at the auction docks in Japan, and that their finished product 
was selling in strict competition in the same markets in the United States. But 
the end product was different—the end retail product of the Japanese canner 
was tuna canned in brine, the end retail product of the Japanese frozen-tuna 
exporter was tuna canned in oil. At the retail level the former had to sell at 
5 to 8 cents a can less than the latter to move with equal ease off the retail 
shelf in the United States. The final stage of movement of the product to 
market was outside the control of the Japanese in each case, and sometimes the 
last several stages. The competitive interplay of these forces became fierce and 
have repeatedly slipped out of the control of the Japanese for longer or shorter 
periods, with resultant confusion or chaos in the American market. 

Into this same market came our product which, by reason of United States 
antimonopoly law as well as trade practices, was under no control, no regula- 
tion, and which was in matter of fact of no visible interest to the United States 
Government. 

It is not to be wondered that the impossible stresses and strains which have 
developed have come about in this market. One large part of the production is 
tightly controlled by a cartel in Japan, another large part is partially controlled 
by another cartel in Japan, and nearly half of the production is free and com- 
petitive and under no control. The two cartels and their members are intensively 
competitive at all stages of buying of raw material, processing, and selling not 
only with themselves but jointly and severally with the several large elements 
in the other half of the producing-marketing group which is composed of numer- 
ous independent elements all bitterly competitive with each other and with 
both of the Japanese cartels. 

The Japanese cartels have never been able to quite get within their grasp even 
the whole of the control of the Japanese end of the business but, in their whole 
hearted, active striving to do so, they have kept this market continually upset, 
continually chaotic, and good relations between the two countries in this field 
in a continual state of disintegration. 

The most immense factor in upsetting this control structure which the Japa- 
nese industry was trying to erect, with the cooperation of the Japanese Govern- 
ment, was another rather unrelated action by the Japanese Government. 

Directly after the war the trawl fisheries of the East China Sea were expanded 
by the Japanese Government and SCAP with exceedingly rapidity to provide 
needed protein food for the diet of Japan. The fishery overexpanded very badly 
in proportion to the resources available to it and by 1950 it was clearly evident 
even to outsiders that the fishing intensity on those stocks of fish had to be 
lowered and a large number of boats transferred out of the fishery. 

At the same time the tuna export market was growing by leaps and bounds, 
the price of tuna was rising, and nobody at all was fishing on most of the tuna 
resources of the world. 

The Japanese Government sought to solve its trawl overfishing problem, and 
its foreign exchange shortage problem simultaneously by stepping into this 
vacuum. It passed legislation which gave subsidies, licenses, and encouragement 
to almost any fisherman wishing to build a high-seas tuna-fishing vessel. This 
law stayed in effect from 1952 through 1956 and never has a single law produced 
such a rapid expansion of a fishery as this one did in the history of the world’s 
fisheries. 

In this short period of years a brand new fleet of large, long-range tuna-fishing 
vessels was built in Japan considerably more numerous and greater in fishing 














2280 RENEWAL OF TRADE AGREEMENTS ACT 


capacity than all of the American tuna vessels put together. This was on top 
of a tuna fleet of more than 1,000 vessels already in existence. The activity of 
this fleet, with the active financial and diplomatic assistance of the Japanese 
Government, expanded its operations throughout the Pacific, then throughout 
the Indian Ocean as far as east Africa, and then throughout the Atlantic, until 
now in the spring of 1958 it is fishing in all of the seas and oceans of the world 
where tuna occur in commercial quantities except for a few nooks ‘and crannies 
around the edges which are due to be occupied during the course of the present 
year. 

The pertinence of this to the present letter is that the annual production of 
the sorts of tuna produced by this enlarged fleet—yellowfin, bigeye, and alba- 
core—a little more than tripled in this 6 years’ time, from about 67,000 tons in 
1951 to about 225,000 tons in 1957. This was a net annual production gain of 
158,000 tons of tuna. At 45 cases to the ton this is the equivalent of 7,100,000 
eases of tuna. That was approximately the total volume of canned tuna and 
tunalike fish sold in the United States in 1949, and it was half the amount of 
canned tuna and tunalike fish consumed in the United States in 1957. 

This immense flood of tuna on top of the production in the world, which in 
1951 was already surplus to the world market requirements, was so huge that 
as it developed year by year between 1952 and 1956 with the new vessels 
launched each month, it broke the tuna market in the United States, then in 
Japan, and finally in Western Europe simply by flooding the producers already 
in business right out of their markets. 

The weight of these new forces accumulated upon us and the Japanese together 
during 1954 and we were the first to break under the pressure because we did 
not have the Government money and support behind us that the Japanese did. 

We ended 1954 with the California canners, our customers, badly over- 
expanded as to inventory, all of them in a shaky financial condition and under 
strict credit rein from their banks, an inventory which was not only large in 
proportion to the market but put in at a cost per case which made it certain they 
were going to lose money in disposing of it. The Japanese canners also had 
an abnormally high inventory. The Japanese frozen tuna exporters had more 
frozen tuna in warehouse in Japan than they had ever had to that date. We 
had 10,000 tons of tuna frozen aboard boats in San Diego looking for a market. 
The entire world market was glutted with tuna and all holders of it were 
short of cash to hold it with. It had to move. The only way we could move the 
fish out of the holds of our vessels was to get the price down. This we set 
about doing at the beginning of 1955. 

At first our price came down $10 per ton. This moved some fish, but it really 
did little good and the fish still accumulated in the harbor. A couple of months 
later our price fell another $10 a ton and a little more fish moved. Then in the 
late spring our price came down another $20 per ton. These three successive 
price cuts really did very little to relieve our situation. Our vessels were still 
losing fishing time by being tied up in harbor with their loads aboard. The fish 
still accumulated faster than it would sell for at even the new low prices. 

It was during this period of our distress, you will remember, that there was 
established a tuna task force in the executive branch of the Government to 
examine into the problem and recommend measures of possible relief. The task 
force was composed of representatives of the Departments of State, Treasury, 
Defense, Labor, Commerce, and Interior. It worked hard and long before making 
its report. Actually, and coincidentally, the report did not arrive until July 
28 by which time there was no time left in that session of Congress for us to 
seek any relief by legislative methods had we chosen to do so, or for the task 
forces’ recommendations to be translated into legislation had any of their recom- 
mendations led to such action requirements. 

As a matter of fact the report of the tuna task force, as contained in the 
letter of July 28, 1955, from I. Jack Martin to Congressman Bob Wilson and 
Senator Thomas F. Kuchel contained no recommendations that required legisla- 
tive action. It contained nothing of consequence to this industry. The report 
was so unresponsive to the conditions of the emergency that we were in, and the 
proposals it contained were so unrealistic and vaporous that a further pall 
of gloom fell over the industry. 

Since we could now expect no relief from the United States Government the 
only recourse left to us was to get the price of our fish below that of the Japanese 
fish whether or not this meant bankruptcy. Accordingly, in early August our 
price was driven down by another $40 per ton. 
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By these 4 price cuts during 1955 we had lowered our prices by $80 per ton. 
This is about 34 percent of the price we are now getting. This is roughly equal 
to $2 per case on canned tuna. These price cuts got us down to about equal 
with the Japanese price of yellowfin tuna in terms of equivalent raw material 
cost in canneries here. It brought us well below the Japanese albacore price and 
this was to bring violent repercussions in the entire tuna trade in the world, 
all of which have not yet settled down. 

Our California canners did not reflect any of our raw material price cuts 
during 1955 in their wholesale prices during 1955 for the simple reason that they 
wanted to dispose of as much of their higher priced inventory as they could and 
replace it with lower priced inventory so as to cut their losses on inventory 
as much as possible. But finally on April 7, 1956, one large firm reflected the 
entire $80 per ton drop in frozen tuna in his wholesale prices in 1 drop of 
$2 per case. He was followed in a matter of days, or hours, by all California 
canners. 

The first effect of this was an immediate blossoming of growth in retail sales 
which continued throughout 1956 and 1957 even though there was a 50 cents per 
case raise again in the fall of 1957. The total retail sales of canned tuna in the 
United States in 1956, as a result, were about 2 million cases higher than in 
any previous year and in 1957 they were about 9 percent higher than they were 
in 1956. 

The next effects occurred in Japan. For some reason unknown to us the 
Japanese apparently did not sense the considerable importance of our 1955 price 
cuts upon their business and they did not respond to our moves through the 
first quarter of 1956. Perhaps this was because the price cuts we made in 1955 
were not reflected in the wholesale price of canned tuna in the United States 
until early April of 1956. 

At any rate the Japanese canners and the Japanese frozen tuna exporters 
engaged in spirited bidding and lively competition for the winter albacore 
catches during the first 4 months of 1956. In the course of this they drove the 
exvessel price up to $350 per ton, and even as high as $360 per ton on some 
grades and loads. 

These raw-material prices were quite out of proportion with the world market 
prices in view of our 1955 price cuts. The reason for this bidding of the albacore 
price up too high is directly traceable to the cartelization of the tuna export 
trade in Japan which had now advanced considerably toward perfection. The 
1956 catch of winter albacore was a little on the light side (although not much). 
The quota for each individual firm in both of the cartels was based on its 
historic record of performance. If the individual canning firm did not can its 
full allowable quota then the canned tuna cartel could dtstribute the remainder 
of his unfilled quota among other firms. This would mean that in the next and 
succeeding years his individual quota would be lower because of his 1956 per- 
formance. The same was true of the frozen tuna exporter and the frozen tuna 
eartel. There was no collusion or cooperation at this stage between the two 
eartels, nor was there anything more than cluckings and mild warnings from 
the Japanese Government agencies whose responsibility it was to watch over 
these matters. 

The upshot of it all was that the Japanese canners once more got loaded 
up with high-priced inventory just at the time when their American competitors 
were loading up on cheaper inventory and disposing successfully of their high- 
priced inventory. The frozen tuna exporters during these particular months 
did not suffer much from the overpricing of raw albacore because their sales 
to the United States were brisk, they were turning over working capital quickly 
and they were not accumulating inventory of a serious volume yet. 

Nevertheless, rustlings of serious worry went through the Japanese frozen 
tuna export circles and during March and April they conducted negotiations 
in that cartel which resulted in them establishing a joint sales company in 
their cartel as the canned tuna cartel had done some years before. They were 
preparing for a storm, if it should break upon them. 

Out of the pressure that developed upon the Japanese canners there now 
developed a new and powerful economic force which came to bear upon the 
canned tuna cartel. 

Tuna canning in Japan since the war had more or less concentrated in and 
about Shimizu in Shizuoka Prefecture. This was under the financial direction 
and substantial ownership of firms in and around Tokyo and the exports were 
handled by the canned tuna cartel through eight “window” firms who were head- 
quartered in Tokyo and environs. 
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This is referred to in the Japanese press as the Kanto area, and Kanto firms. 
It contrasts with the Kansai area and Kansai firms which comprises the other 
principal industrial area of Japan consisting of the environs of Osaka, Kobe, 
Kyoto, ete., in southern Japan. There has been strong competition between 
the Kanto and Kansai areas since late medieval times, which has only intensified 
with the industrialization of Japan. 

The canned tuna cartel was designed by the Kanto firms to attend to their 
problems when they were the only substantial factors in the Japanese tuna 
trade. Accordingly, substantially all of the quota for export was divided among 
Kanto firms and there was really no way for outsiders to break into the tuna 
canning for export business. 

The Kansai firms are heavy in the manufacture of cotton textiles. Their raw 
materials have to be bought with dollars or pound sterling and preferably the 
former. Foreign exchange can be juggled in the controlled economy of Japan 
in such a way that the Kansai firms (or any one else authorized so to do) could 
sell tuna at a loss in order to get dollars, buy cotton with the dollars, and end 
up with a sufficient yen profit to cover their losses on the tuna and leave them 
an adequate profit. This is one of the considerable indirect subsidies, in fact, 
that the Japanese Government has used to support and buil€ the export trade 
in tuna. 

The only way in which this subsidy could be gotten hold of, however, was 
to get hold of an export quota on either canned tuna or frozen tuna and both 
of these quotas were controlled by the Kanto firms and in their hands. The 
Kansai firms were effectively frozen out of the business and the subsidy. 

The conflict between the two groups in Japan began to develop seriously in 
the spring of 1956. It has been growning steadily ever since. Its first prominent 
outcrop was in canned tuna. One or more of the Kansai canning firms simply 
bought some tuna and canned it. Then one of the Kansai export firms, Maru- 
beni, made an application to the Ministry of International Trade and Industry 
for an export license to export the canned tuna to the United States. There was 
no provision in Japanese law that permitted MITI to withhold such a permit 
and they were preparing to issue it when the Japanese fishery agency of the 
Ministry of Agriculture and Forestry stepped in to protest. 

This export would have completely sidestepped the canned tuna cartel, would 
have completely voided the monopoly of the canned tuna export trade held by 
the Kanto firms, and would have disrupted the controls over the trade exercised 
by the Government. 

The upshot of the matter was that the export permit to Marubeni was denied, 
but this was not the end of the matter. The Kansai firms kept driving on this 
wedge as they are still doing. Early in 1957, for instance, they forced the 
eanned tuna cartel to expand the number of export firms entitled to handle 
canned tuna exports from 8 to 19, which included some of their number. They 
forced a change in the cartel’s regulations so that they as outsiders could get 
some quota to operate with. As will be noted below this action contributed to a 
rewriting of law in Japan in 1957, and the continued pressure of the Kansai 
firms in late 1957 and early 1958 has kept the Japanese section of the American 
canned tuna market in continuous turmoil, as it is on this date of writing. 

In mid-May of 1956, the summer albacore season began in Japan and it soon 
became apparent that it was going to be a good season. As the volume of 
landings grew the price to the fishermen came down to more reasonable levels— 
say $260 to $270 per ton on the average. The June landings, as is normal, in- 
creased sharply and then a little beyond mid-June word came from the fishing 
grounds that the run was tapering off. 

The bulk of albacore landings in Japan are made in a 6-week period from 
mid-May to July 1. The fishing picks up steadily and rapidly through June and 
then typically drops off very sharply in a period of a few days to practically 
nothing and stays that way until late November or even late December. This 
date of sharp dropoff occurs either in the last week of June or the first 10 days 
of July. 

The pause in catch after mid-June of 1956 was interpreted by the frozen tuna 
exporters as the forerunner of this period and it looked as if the season was 
stopping a few days ahead of time. So to fill their individual firm quotas under 
the cartel arrangement they stepped up the bidding and ran the price up above 
$300 per ton again. 

But this was only a slight pause, not a stop of the season, and the price had 
hardly gotten up good before the fish startéd pouring in from sea in a heavy flood 
which lasted for a good 2 weeks and made the catch of albacore in Japan for 
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1956 only a hair less than the previous boom year of 1952. All of this happened 
so rapidly that orders to the buyers could not be changed rapidly enough to 
prevent this whole lot from being bought from the fishermen at good high prices. 

The individual firms were so intent on getting this fish into frozen warehouse 
while the getting was good that they did not have time either individually as 
firms or collectively as a cartel to worry about where they were going to sell it 
or what price they could expect to get for it. 

When the heat of the buying was done and the season was over the new 
Joint Sales Co. of the frozen tuna cartel had before it a task with which it was 
unable to cope. Practically every member firm had far more albacore in frozen 
storage than its production quota, and it was a matter of a few weeks before 
the cartel could even find out what volume of albacore was in the hands of its 
members, both declared to the cartel and actually, and to discover that the 
actual volume was much higher than the declared volume. 

There was no possibility of exporting this much frozen albacore to the United 
States with normal speed without breaking the price below what they had paid 
for the fish and losing money. The frozen tuna cartel in this emergency voted 
full sales authority and discretion to one man and kept as quiet as possible the 
fact that this surplus existed. 

This sales agent then made a contract with one American canner for 5,000 
tons of albacore at $350 f. o. b. Tokyo. This was just about what the frozen 
tuna exporters actually had invested in cash in the fish as of early July. Asa 
part of this sale the contract read that if the cartel sold albacore to any other 
American canner prior to September 24, 1956, at a less price per ton it would 
rebate to this canner an equivalent amount per ton. This contract and its 
conditions were kept quiet. 

No further sales for export were made in July, August, or September. The 
American albacore season was then in progress. News that there was a big 
surplus of frozen albacore in storage in Japan reached this industry in late 
September when the sales agent tried to sell some more fish, his contract with 
the other canner having run its time. Upon the receipt of this news the price 
of albacore to domestic fishermen abruptly fell from $375 per ton to $300 per 
ton. This, of course, made it impossible for the cartel salesman to peddle his 
fish for the then existing Japanese Government check price of $350 per ton 
f. o. b. Tokyo. 

We now got a realistic view of the effectiveness of Japanese Government check 
prices under their system of voluntary controls—as we had previously gotten a 
picture of the effectiveness of their volume controls. The cartel salesmen 
dropped his price to $270 f. o. b. Tokyo and found that he could move his fish. 
It was only a matter of days before the Japanese Government check price on 
frozen albacore also dropped from $350 per ton to $270 per ton f. 0. b. so every- 
thing was legal and in accordance with the voluntary controls system, and the 
sales began. 

Since this price was obviously and admittedly a minimum of $100 per ton 
less than the actual cash per ton that the exporters had invested in the fish 
(storage charges having accumulated during the 3 months since the fish was 
caught), we filed a charge of dumping with the Secretary of the Treasury in 
early October. 

As is customary in our dealings with the executive branch of the Govern- 
ment on tuna we got the short end of the stick, but this case was so open and 
shut and so fully attested by Japanese statements and reports that it took the 
Department of the Treasury from October 18, 1956, to March 1, 1957, to search 
out a loophole in the Antidumping Act which would give them an excuse to 
dismiss our action. 

During this 444-month period the export of frozen albacore to the United 
States was almost stopped. Of course the Japanese industry found out in late 
January, a full month ahead of us, what the decision was going to be and had 
sales made and tuna on the high seas headed here before the formal announce- 
ment of the decision was made. 

We did not fuss much about this because the Japanese tuna industry usually 
gets news of what is going to be decided with respect to tuna by the executive 
branch of the United States Government well ahead of us, and we are used 
to it. As a matter of fact, we subscribe to Tokyo fishery newspapers to keep 
as closely up to date as we can on what is transpiring in Washington, D. C., 
with respect to tuna. 

Of course this ability of the Japanese industry to find out quickly through 
their Embassy what is going on in our Government while our Government is 
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keeping it secret from us gives the Japanese tuna industry a considerable eco- 
nomic advantage over us from time to time, but we are also used to this. 

What cannot be cured must be endured. 

This marketing problem of getting rid of the 1956 summer albacore catch 
cost the firms in the frozen tuna cartel a total cash loss of over $2 million. 
A good many went to the wall. As a matter of fact the firm having the largest 
yellowfin export quota in the cartel went bankrupt and was bought up by a 
textile manufacturer of the Kansai area. 

Had there been no cartels with their individual firm quotas to meet the 
canners and frozen tuna people would not have had the reason for bidding 
against each other and driving the price of albacore up. 

Had there been no frozen tuna cartel to make a binding commitment not 
to sell any more albacore at a less price for 3 months, the small surplus (only 
15,000 tons in a total United States market for 250,000 tons of tuna) would 
have been disposed of in a regular manner by the individual firms and no 
inventory would have been held over the market. 

Iind there been no cartel system with its quotas the Kansai group would 
not have had to upset the applecart to get into the business. Had there been 
no cartel system the Japanese industry and Government could not have used 
it asa method of trying to recoup these losses. 

But there were cartels and in the attempts to recover their equilibrium from 
this very substantial loss of money the two cartels and their government have 
taken corrective measures one after another each of which has further aggra- 
vated the situation, and which has disturbed and damaged in a consequential 
manner every major section of the tuna business in the free world—including the 
Japanese. 

Because of their shortage of money and credit, their frozen stock on h»ond 
until in April 1957, and their newly cautious attitude, the members of the frozen 
tuna cartel did not buy any albacore from the winter season catch (December 
1956-—March 1957). 

As a consequence, all of this catch, instead of the normal 50 to 60 percent, was 
bought and packed by the Japanese canners. As a consequence of them hnving 
the entire raw-material market to themselves, the price stabilized at $260 to $265 
per ton, and by early May the canning firms had packed their entire quotas of 
albacore for the year. In the Japanese interpretation of the word quota, they 
had canned substantially all of the albacore for which they could anticipate a 
market. 

In mid-May the heavy landings of summer albacore began as normal and they 
kept on building up each day toward the end of June and shortly thereafter 
dropped off quickly to nothing, as is normal. But the season from mid-May to 
late June was heavy. The catches were larger even than those of 1956, and for 
the whole year 1957 exceeded those of the previous year by 10,000 to 12,000 tons. 
It was somewhat the largest albacore catch year in Japanese history. 

The frozen-tuna cartel members did not at once begin buying albacore when 
the heavy landings commenced because the price of $260 per ton was higher than 
they wanted to pay. Those left in business wanted to recoup their losses of the 
previous year and the only way they could do so was to take it out of the 
Japanese fishermen, because the Japanese Government would only tide them over 
and had refused to bail them out fully for their losses. The Japanese canners 
were not in the market at all at this time. 

This stratagem worked quickly because the frozen storehouses of the fisher- 
men’s cooperatives filled up quickly, they had to get their fish unloaded promptly 
to prevent spoilage, they had to move the fish, and to do that the price had to 
drop. 

Purportedly, the frozen-tuna cartel firms had agreed to abstain from buying 
until the price got below $200 per ton, but when they began to come into the 
market at about $190 rather tentatively, the price kept sliding on down to $160, 
then $130 and finally stabilized at between $120 and $130, although the canning 
grades slipped on down to $100 per ton, or even $90 per ton which is no more 
than the price customarily paid for good shark in Japan. 

Several consequences flowed from this: 

1. The tuna boatowners were badly hurt by these heavy losses on their alba- 
core catches coming on top of rather poor yellowfin prices. They reacted politi- 
cally as well as otherwise. They secured a small change in the Fishery Export 
Act of 1954 which simply provided that any fishing vessel capable of freezing its 
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catches aboard ship could qualify as a manufacturing establishment. By other 
parts of the law they could form an Export Fishery Association of their own.’ 

As soon as the amendment to the law passed, the 117 large vessels that were 
able to freeze their catches aboard ship did precisely that. The reaction of the 
Japanese Frozen Marine Products Association was prompt. They made a vigor- 
ous complaint to the Government against this group setting up a competitive 
frozen-tuna export cartel, but to no avail. They then entered into negotiations 
with the new group. After some months these negotiations concluded by the 
Japan Frozen Marine Products Export Association dissolving and its members 
joining the new organization. The new organization now became called the 
Japan Frozen Marine Products Export Association but its board of directors 
was now divided 50-50 between the boatowner group and the processor group. 
Policies and procedures are still being shaped and promulgated, but the Jap- 
anese tuna producer has now become a powerful factor in the export tuna trade 
and his needs and desires can no longer be ignored and trampled upon. The 
force which drove the processors to this extreme act was simple. The 117 big 
boats in the new association caught and controlled 80 percent of the yellowfin 
tuna exported from Japan. The frozen-tuna cartel controlled 80 percent of the 
albacore export production in Japan, but for reasons cited below it was imprac- 
tical to export albacore at a profit without yellowfin for a tie-in sale. So the old 
frozen-tuna cartel capitulated. It broke up and joined the new one. It was as 
simple as that. 

2. The frozen-tuna exporters had lots of albacore and this time they had it at 
very cheap cost. The Government check price was $270 f. o. b. Tokyo, and this 
meant, by and large, $100 per ton net profit to them at that price. But what 
American canners wanted in 1957 was yellowfin and they wanted it cheaper than 
they could get it in the last 6 months of 1957. The exvessel prices of yellowfin 
in Japan had risen because of market demand to where by July 1957, 20 to 80 
pound yellowfin gilled and gutted should have been selling at $265-$270 per ton, 
f. o. b. Tokyo. 

The frozen-tuna export people solved this problem neatly by tie-in sales. If 
you wanted 500 tons of yellowfin at $220 per ton, f. 0. b. Tokyo, you could have 
it if you would take at the same time 500 tons of albacore at $270 per ton, 

o. b. Tokyo. They thus lost about $40—$45 per ton on the yellowfin but they 
made a good $100 per ton profit on the albacore which made the situation a 
happy one. Japanese Government check prices on albacore were thus not vio- 
lated. The dismissal by the Department of the Treasury of our dumping charge 
last year makes it evident to all that there is no danger from the Antidumping 
Act. The American canners get their yellowfin at a real good price (below cost 
of production). The albacore price made that a good buy also for the American 
canner. 

By this means the frozen-tuna exporters have suceeded in moving their execeed- 
ingly heavy stocks of summer albacore into the American market smoothly and 
profitably. This set up stresses and strains on the entire American market 
which have not yet worked themselves out. 

The first effect of this tiein sale system in America was that the American 
‘anners neither needed nor wanted the American catch of albacore for canning 
as white-meat tuna in 1957. They were already overloaded with white-meat 
tuna inventory at year end 1956 when they had about three time the amount of 
white-meat inventory that they had at year end 1955 or than was normal to the 
trade. 

You will remember that the Japanese summer albacore season is over (about 
July 1) before the American albacore season begins (about July 15). Therefore, 
what happens in Japan in June establishes what the price of albacore for that 
season is to be for the American fishermen. Accordingly, the American canners 
opened the 1957 season with an albacore price of $300 per ton. This quickly 
dropped to $280 per ton and it was at this price that the bulk of the catch was 
bought. The price reverted to $300 per ton briefly at the end of the season. 
These prices made it practical to use the canned product either as white-meat 
or light-meat tuna. 

These actions in themselves had several effects, among which were: 

(a) At year end 1957 the American canners had five times the normal white- 
meat inventory that they had carried in 1955 and previous years. 

(b) This white-meat inventory was put in at an average price per case which 
made it possible to sell it as either white-meat or light-meat tuna. 


' See appendix A. 
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(c) This set the top price that American canners would pay for the light-meat 
tunas (yellowfin, bigeye, skipjack, and bluefin tuna) during the ablacore season 
at well below the then existing prices which had been steady since our last 
price cut in 1955. 

3. The Japanese canners had put in their quota of white-meat tuna for the year 
by mid-May 1957. They had no apparent market for more and no intention of 
packing more. But they had put in most of their inventory at raw-material prices 
of $260-$270 per ton. When the albacore price in Japan got down below $130 
per ton in mid-June they were forced to come back into the market whether 
they wanted to or not in order to average out their inventory costs with 
respect to what the world market inventory cost on canned tuna was going to be 
reduced to because of the large volume of very low-priced albacore tuna being 
produced in Japan. 

The upshot of this was that the Japanese canners put up somewhat more 
than 1 million cases of canned albacore than there was space for in the quotas 
of the Japanese Canned Tuna Export Association, or the individual firm quotas 
under that total quota, or that the association or individual firms had the 
finances to carry for a long enough time so that it could be marketed in a 
rational, orderly manner. It was packed hastily as a move of desperation to 
keep even costwise in the market with American and other canners; and they 
at once began marketing it hastily as a move of desperation to recover their 
working capital and keep their bankers from their doors. 

This produced the most peculiar effects in the world market, effects which are 
still in the process of working themselves out and whose final result cannot yet 
be accurately predicted. 

The United States Government, in April of 1956, during the time when the bill 
to reorganize the United States Fish and Wildlife Service was in a sensitive 
position in the United States Senate, had announced a change in the situation 
with respect to the tariff on canned tuna in brine. It activated a permissive 
clause in the United States-Japanese Trade Agreement respecting this com- 
modity. Henceforth, there would be a quota on that commodity consisting of 
20 percent of the apparent annual consumption of all canned tuna in the United 
States. Any tuna in brine imported over that amount would bear a tariff of 25 
percent ad valorem instead of 1244 percent ad valorem. 

This was a wild punch by the executive branch of the United States Govern- 
ment that hit nobody. It had little or no effect on the movement of the reorgan- 
ization bill which was shortly voted out unanimously by the Senate. It had 
no effect on the trade. The Japanese had never marketed 20 percent of the 
apparent annual consumption of tuna in the United States as tuna in brine nor 
were they likely to. That amount would have been a little more than 2 million 
cases, and imports from Japan were running at about 1,500,000 cases per year. 
The announcement was received by surprised wonder in the trade both in Japan 
and the United States. 

But in the fall of 1957 the Japanese canners were overloaded with inventory 
that had to be moved in order to liberate working capital. There was a full 
half million case margin between what they had intended to ship to the United 
States and the 20 percent quota. The producer members of the canned tuna 
cartel insisted that it be shipped to the United States and use up the quota so 
the quota would not be used by another country (no other country can compete 
on a large scale in this market with Japanese prices on tuna in brine). This 
was the typical Japanese reaction to a quota—to use it as a production goal 
instead of a restriction. 

The 19 “window” firms that handled the exports of the canned tuna cartel 
refused to do this on the sound grounds that the market for tuna in brine 
was already so soft in the United States that they were already having diffi- 
culty selling the inventory they already had in the States at the prices the 
canned tuna cartel was demanding. More excess inventory on top of the market 
would soften it more. If this was to be done the producers would have to share 
the losses with them. 

This argument went on with growing intensity in the canned-tuna cartel as 
1957 drew to a close. Finally a compromise was reached under which about 
300,000 cases more than the market demand was shipped to the United States 
before year end. They did not quite succeed in filling the quota (goal) for the 
year which had been set for them by the United States Government but they have 
succeeded in badly overloading the market. For some time there was considera- 
tion of a large price drop to move the product off the shelves of the retail store 
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but this has apparently now been avoided by strict order of the Japanese Govern- 
ment which did not want further fuel thrown on the tariff fires at this juncture. 

One reason why the market for canned tuna in brine was weak in the United 
States all during the last half of 1957 was that shipments of that commodity 
kept showing up on the Boston, New York, and San Francisco markets at lower 
prices than that established by the canned-tuna cartel. This occasioned a run- 
ning fight in that cartel all summer and fall because everybody knew it was the 
Kansai firms building up their performance records at the expense of the Kanto 
firms but nobody wished to put the bell on the cat. Finally on November 27 new 
regulations were adopted by the cartel and approved by the appropriate minis- 
tries designed to stop this practice, with appropriate penalties on shipments after 
that date. 

The most peculiar thing that happened in this field, however, was the move- 
ment downward of the f. 0. b. Tokyo price of tuna canned in oil. It costs about 
75 cents per case more to can tuna in oil in Japan than it does to can tuna in brine 
because the oil in the cans is worth that much more than the water. Up to July 
tuna canned in brine was selling at about $9.50 per case f. 0. b. Tokyo, and at that 
time the canned tuna cartel declined the price per case—in the United States 80 
cents per case—because of the softness of the market here. This should have left 
tuna in oil at about $9.50 per case f. 0. b. Tokyo. But during the course of July 
the price of tuna in oil declined to below that of tuna in brine and it kept right 
on going down all fall until it reached its low of $4.93 per case f. o. b. Tokyo in 
a sale of considerable volume to the Philippine Islands. The bulk of the sales of 
that commodity fell between $5 and $5.75 per case f. o. b. Tokyo, while the tuna- 
in-brine price stayed stable at around $8.50 to $9 per case (with the exception of 
the outlaw shipments by the Kansai firms). 

This anomaly of price between these two forms of canned tuna was, of course, 
directly a result of the cartelization of the tuna trade. The cartel had firmly 
established volume quotas and check prices at the f. 0. b. and wholesale level 
for tuna in brine which was packed Solely at the United States market. The 
tuna in oil prices or volumes were not at that time under restrictions by the cartel 
except for the United States market. Accordingly, in June when the Japanese 
canners were forced back into production by the low price of albacore raw mate- 
rial they put up most of their excess pack in oil. Because of the exceptionally low 
raw-material cost their f. 0.b. cost could also be very low. 

This large volume of cheap canned tuna in oil which, of course, had to be 
moved rapidly, demoralized the canned-tuna market of the world. Its direct 
effect on the United States market was really more amusing than damaging. 

The canned-tuna cartel had regulations against shipping more than a small 
volume of tuna canned in oil to the United States and the price of that had 
to be higher than for tuna canned in brine. But all summer, fall, and winter, 
small- and- medium-sized lots of tuna canned in oil kept showing up in un- 
scheduled shipments and at very low price in the United States. Presumably 
this was tuna which had been shipped to Rotterdam, Canada, or elsewhere and 
reexporte to the United States. It was an open secret in the trade and in the 
Tokyo fishery press, however, that tuna in oil shipped to a European port could 
be offloaded at at an east-coast port at real cheap prices and that a certain 
Kansai firm was willing to do so. 

This undercover breach of their regulations caused the canned-tuna cartel 
a great deal of trouble because the Kansai firms now had something to say in 
that firm and one does not wish to push the misdeeds of one’s members into the 
limelight. However, at last something had to be done and the cartel, with 
Government agreement, adopted harsher regulations against this sort of action 
on November 27, 1957. 

The amusing postlude to this action was 9,000 cases of tuna canned in oil 
that turned up unannounced at low price in New York via Rotterdam in Feb- 
ruary 1958. The tuna had not been to Rotterdam. Nobody knew anything about 
it, including the Kansai firm whose label it bore. This, however, was too much. 
The firm was called on the carpet and punishment was to be meted out. Finally 
the firm found the shipping papers and it turned out that their date was just 
prior to the initiation of the stiffer regulations in November, so everything was 
forgiven if no more was to be shipped in this manner. 

4. The dumping of this cheap tuna canned in oil in the Canadian market was 
a more serious matter to the Japanese, because the Canadian Goverment acts 
to protect its industries from unfair trade practices by exporting countries. 

Tuna canned in oil has been offered regularly in the Canadian market by 
British Columbia packers (using raw material imported from Japan mostly) 
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at $13.50 per case. Japanese tuna in oil began to appear in the Canadian 
market at $6.50 per case. Early this year the Canadian Government made it 
plain to the Japanese Government that if this unfair pricing was not stopped 
they would take new tariff measures to preserve their domestic industry against 
the cheap importations of tuna in oil. Less than a month later the Japanese 
Canned Tuna Export Association arrived at a decision to establish a check 
price on canned tuna in oil exports to Canada adequate to correct this anomaly. 
According to their published statements they believe that this action may Cause 
them the loss of their 140,000-case-per-year Canadian market, but it will help 
preserve their 2-million-case United States market. 

5. The dumping of this cheap tuna in oil on the European, an‘ particularly 
the British market, has produced results of even a more serious nature to both 
Japan and the United States because of its repercussions in Peru. 

Since the war Peru has develeped a targe and vrosperous fishing industry 
with some help from the United States Government and a great deal of help, 
including joint investments by California fish-canning firms, by the American 
tuna industry. A principal support of that industry hes been the canning of 
bonito. About half of this pack is shipped to the United States, where it is sold 
as canned bonito. The remainder is sold to Western Europe, where it is mar- 
keted as canned tuna. The British market has been particularly lucrative. 

With the expansion of the tuna-in-brine exports from Japan to the United 
States from 1951 to 1954, the canned bonito market here became less lucrative 
to Peru because tuna in brine sells in direct competition with it and as that 
product dragged down the price structure of the canned tuna market, canned 
bonito, which is the lowest priced of the group of commodities, has suffered. 
It was to escape this pressure, in fact, that the Peruvian industry began shifting 
its marketing to Western Europe, and particularly England, 5 or 6 vears ago. 
They did very well there. Japan was not then in that market in substantial 
volume and was not in the British market at all. 

In 1956 England signed a trade agreement with Japan and one of the products 
included was canned tuna. In 1957 shipments started but at first did not sell 
well against the bonito. However, in July, and ever since, white-meat fancy 
tuna in oil has been offered and sold widely at $5.25 to $5.60 per case f. o. b. 
Tokyo. This is below the cost per case of production of canned bonito f. o. b. 
Lima. All of a sudden the prosperous fish-canning industry of Peru is prostrate 
and the Peruvian Government is demanding of both the United States and Japa- 
nese Governments that they do something to stop the Japanese from demoralizing 
their tuna market in Western Europe and particularly in England. 

6. The trouble for the Japanese in Italy arises from flooding that market 
with frozen tuna rather than canned tuna and it once more arises as a side 
product of the cartelization of the tuna trade between Japan and the United 
States. 

Starting in 1953, the Japanese began building an export trade in frozen yellow- 
fin and bigeye tuna with Italy. Italy produced less tuna than it consumed. 
The prices of its bluefin tuna imports for canning from Norway and Denmark 
were high (up to $350-$360 per ton). The market nicely complemented the 
United States market because the Italian market preferred the larger-sized, 
darker-meated fish that the United States canning market did not want. 

The market built up gradually to nearly 6.000 tons in 1956. Then in 1957 
came the pressure of economic forces related above on the tuna boats in Japan. 
The largest vessels were hit hardest. Their catch per day’s fishing was de- 
ereasing in the Indian and Pacific Oceans as the competition grew greater with 
the enlarged fleet. their operating expenses grew with inflation at home and the 
necessity of going farther and farther for their catches, and their revenues 
dropped as the price of tuna in Japan fell. 

Accordingly, in late 1956 and early 1957 some of the larger vessels began 
fishing in the central Atlantic Ocean with a view to selling their catches directly 
in ports of Italy. This business grew so rapidly in 1957 that thev more than 
tripled the amount of Japanese-caught tuna landed in Italy over the preceding 
year. The results were (a) diminished direct exports from Japan which some 
members of the frozen tuna cartel did not like, (>) flooding of the Italian market 
for tuna which the Italian fishermen and Government did not like. and (¢) a 
break in the price of tuna in Italian ports first from $350 ner ton to $300 per 
ton, and now more recently to $240 per ton which hos rather effectively eliminoted 
the Norwegian and Danish fishermen from that market and is not even liked 
by the Japanese fishermen who caused the trouble in the first place, hecause 
this price is getting pretty close to their cost of onerations. Thetr aren of on 
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eration, the central tropical South Atlantic, is a long way from their home ports 
in Japan. 

On top of this has arisen an exchange problem between lira and yen and the 
big Japanese exporters almost stole the whole business at the end of 1957 by 
nearly putting across a scheme with the Ministry of International Trade and 
Industry whereby the tuna would be bartered in Italy for rice which they, in 
turn, would import to Japan. This would leave the boatowners providing the 
raw material and the large exporters getting the foreign exchange benefits. 

7. The messiest effect which has grown out of the cartelization of the tuna 
trade between Japan and the United States and its resultant abnormal low 
price of albacore in 1957 has been in the loin and disk field. 

The term “loin” describes a tuna product which is fully cleaned, cooked, and 
ready to slice up into appropriate sized pieces to put in the can for retorting. 
Somewhat over 80 percent of the labor required in the canning process has 
been accomplished when the product reaches this stage. The original weight 
of the tuna has been decreased by more than half through loss of heads, entrails, 
fins, bones, skin, dark meat, juices, oils, ete. 

The term “disk” describes a tuna product which has been carried the next 
stage beyond loins. It has been shaped in the can but not retorted and sealed. 
All that has to be done to it is put it back in the can, add oil, seal the can, and 
retort it. These are largely steps done by machinery so that substantially all 
of the labor cost of canning tuna has been spent by the time the disk stage has 
been reached. 

The economic attractiveness of these products to the Japanese come under 
these headings: 

(a) These two products have been classified by the United States Bureau of 
Customs in a “basket” category of the General Agreement on Tariffs and Trade 
which bears a nominal tariff. Therefore, these products escape the effect of 
the tariffs on canned tuna (either oil or brine) existing in United States law. 
On the Japanese side the products escaped the check prices and volume con- 
trols imposed voluntarily and unilaterally by the Japanese Government on the 
shipment of both frozen and canned tuna, whether albacore or not, to the United 
States. 

(b) These two products get the freight rate on tuna to the United States 
down to a bare minimum since nothing is shipped except the meat which will 
be sold in the can. 

(c) These two products escape a technological problem growing out of 
“greenness” in tuna flesh. Occasional tuna have a greenish tinge to the flesh 
in some seasons and such fish are rejected for canning by American canners. 
This condition cannot be detected until the tuna is cooked. A frozen tuna 
which has been shipped to the United States and there rejected after cooking 
has brought out the greenness means a loss of freight, labor, commissions, ete., 
besides the fish cost itself. All green fish are rejected without payment. Hav- 
ing the cooking done in Japan makes it possible for the Japanese to eliminate 
rejects from this cause on the American side. Asa matter of fact, the Japanese 
can recover the fish, even, because it can be canned in shoyu sauce which masks 
the color and taste of the green fish and sold on the Japanese market which is 
not quite so fussy as the American market in this respect. 

(7) In these two products broken or cracked fish which are cheaper than 
whole, perfect fish, can be used by the Japanese which brings the cost per ton 
of raw material down substantially. 

(e) The regular channels of trade in the United States can be avoided be- 
cause one does not need an elaborate, specialized cannery to pack loins and 
disks. 

(f) Most of the labor cost in the tuna processing stays in Japan which lowers 
the cost per ton of raw material for canning in the United States by a sub- 
stantial amount and is in itself a desideratum in Japan. 

These two products, while economically attractive to the frozen tuna cartel, 
nological problems were fairly well worked out by the spring of 1957. Under the 
pressure of 2 forces the export of these 2 forms to the United States burgeoned 
at this time. These two forces were (a) a considerable volume of the 1956 
albacore summer catch that had last quality in the course of 8 or 9 months 
of frozen storage in Japan and was so unattractive that it could not be dis- 
posed of at ordinary prices as whole fish; and (b) the large volume of very 
cheap albacore resulting from the June 1957 catch which could be loined 
and sent to the United States very cheaply and without regard to the prices 
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and volume controls then in effect on albacore from the Japanese Govern- 
ment. 

These two products, while economically attractive to the frozen tuna cartel, 
under whose jurisdiction they fell, held political disadvantages in the United 
States which the Japanese wished to avoid. They believed that if these prod- 
ucts came to the attention of the labor unions manning the tuna canneries 
in the United States these unions would band together with the American 
tuna fishermen to seek restrictions on all tuna imports to the United States. 
They believed this because loins and disks, if fully established in the United 
States, would eliminate the jobs of 80 percent to 90 percent of American tuna 
cannery employees. Since 90 percent of the tuna canned in the United States 
is canned in California, the frozen tuna cartel met this problem by embargoing 
the shipment of tuna loins and disks to California canners. 

They got into very serious difficulty with their California customers almost 
immediately because the prices they set on loins and disks were so low that 
it gave their non-California customers a very considerable raw material cost 
per case advantage over their California customers for frozen tuna. The Cali- 
fornia customers reacted very vigorously. 

The Japanese frozen tuna cartel responded to this new problem by raising 
the price of tuna loins and disks up to where it would be more closely equiva- 
lent to whole frozen tuna in terms of raw material cost per case. This did 
not mollify their California customers and it irritated their non-California 
customers too, so that now all of their customers were agitated. 

At the same time other members of the frozen tuna cartel who had not gotten 
into the loining business began to object vigorously because this product was 
not under the volume and price controls that their product was and it was 
undermining the market for their product. The frozen tuna cartel met this 
problem by setting up a loin and disk committee within itself which recommend 
quotas and check prices which were adopted by the Japanese Government. 

By the time of the hearings on tuna held by the United States Tariff Com- 
mission in December 1957, there was no field of tuna imports so agitated as this 
one of loins and disks. Everyone in the United States trade had something bad 
to say about it, and the United States Food and Drug Administration had even 
condemned some of the pack made from disks as being unfit for human con- 
sumption. 

As a consequence of this furor the Japanese Government recommended to 
the frozen tuna cartel that it stop entirely the shipment of tuna loins and 
disks to the United States for the time being until the current agitation for 
tuna import controls in the United States Congress declines again. There was, 
apparently, a feeling that if this palliative were given it might cure the more 
basic causes of the trade’s ills. As with most palliatives this one is not pro- 
ducing a cure. 

The action by the Japanese Government has put a considerable burden upon 
those members of the frozen tuna cartel that had invested in machinery and 
plant for making loins and discs in Japan and who actually had about 250 
tons of loins prepared and ready for shipment. They remonstrated. So far 
the Japanese Government has been insistent, however, and at this time there 
appears to be a complete embargo on the shipment of tuna loins and disks from 
Japan to the United States. How long it will last is moot. 

It is precisely this sort of dam, hastily and temporarily thrown across a 
torrent of tuna by voluntary, unilateral, temporary controls instituted by the 
Japanese Government that has caused us serious injury in the past. 

When the pressure subsides, the dam gives way and the pent-up torrent of 
tuna floods down upon the United States market with more destructive force 
than it would have generated had it come in without the temporary block. 

8. Perhaps as far-reaching an effect as these voluntary unilateral actions by the 
Japanese has had on the tuna trade has been the economic reaction that it has 
evoked from us in a last gasp to stay in business. 

We had cut our prices very sharply in 1955 to meet the Japanese prices in 
this market. Those prices held stable here from August 1955 to August 1957. 
As a matter of fact, our fish sold well at those prices in 1957 until the news of 
the rapidly dropping albacore prices in Japan in June 1957 reached this trade. 

Up to the first of July our prices had been even with or under world tuna 
prices and that was why our catches sold promptly and well. All of a sudden 
our price, without changing, and because of the collapse of the Japanese albacore 
price structure, made our tuna the most expensive raw material available to 
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Jalifornia canners, amid several alternative supplies of tuna, and they stopped 
buying from us. 

Frozen albacore at $270 f. o. b. Tokyo, when put together in a tie-in sale with 

frozen yellowfish at $220 f. o. b. Tokyo, was a better buy than your yellowfin at 
$270 and our skipjack at $230 per ton. Albacore from domestic fishermen at 
$270 per ton made cheaper light-meat tuna than ours did. During July a heavy 
run of bluefin tuna developed locally for the purse seiners and the price of it 
went below our prices. 
_ Practically no boatloads arriving in port after July 4 were sold or unloaded. 
By mid-August we had about 9,000 tons of tuna in harbor aboard ship looking 
for a market it could not find. Our fleet was paralyzed. Our market was gone. 
Inquiry of our customers elicited the information that whatever we did about 
price they were not likely to want any of our fish before early October, by 
which time we would have upwards of 20,000 tons in harbor and some of the 
vessels would have lost more than 3 months’ fishing time at our best producing 
season. 

We offered the entirety of the 9,000 tons to each and every canner in this 
area on bids for any or all of it. We got bids from two canneries only. One 
eanner bid $230 per ton for yellowfin and $190 for skipjack on an any-or-all 
basis with the promise of unleading at a rate of 1,800 tons per week, which 
was his practical capacity. The other canner offered to buy one load only at 
this same price. 

This was $40 per ton below the prevailing prices and was well below the price 
at which 90 percent of the fleet could produce tuna on a steady basis. We 
accepted the bids and began unloading. Further than this we instituted weekly 
auctions at which we sold the fish which arrived during the week. As the 
surplus worked itself off under these price stimuli we changed the auction to 
twice weekly and since then we have held auctions of our members’ fish once 
or twice a week, depending upon the fish supply. We have held to this date 
39 auctions and sold by this means about 34,000 tons of fish in those 7 months. 

As a consequence of initiating this system of auctioning our catches, the prices 
of our catches have become very closely responsive to world tuna prices which 
are largely controlled by the price received by Japanese tuna fishermen for 
their catches. At first the prices stayed low. Then during September and Octo- 
ber they edged upward. In November they got back up to very near the levels 
of 1956 and early 1957 and then declined somewhat in December. Now, in 
March 1958, they have edged just above that level. 

We anticipate that this summer when the normal flood of tuna from Japan hits 
this market the auction prices of our catches will go down, but this time instead 
of being stopped in our fishing because of contractual obligations and similar 
relationships with our customers, we intend to keep on fishing and our prices will 
move with the prices of Japanese imports. We no longer have contractual ob- 
ligations and similar relationships with our customers. We believe that the re- 
sult of this steady fishing by us regardless of price will be a profound change in 
the relationship between the Japanese tuna fisherman and us in this market. 
We do not expect to make money, but we do expect to share the burdens with 
them. The result will be intensified economic warfare. We do not like this 
prospect and neither do the Japanese tuna fishermen but it is the only recourse 
left to us. 

As you can recognize, the welfare of the whole tuna industry in the United 
States hinges upon the outcome of this economic warfare which has been pre- 
cipitated upon the American and Japanese tuna fishermen. 

To the extent that we (the tuna fishing industry) survive the United States 
tuna industry as a whole will survive. If, on the other hand, our gamble does 
not work out successfully then the entirety of the American tuna industry will 
collapse with us like a house of cards that has had a foundation card flipped out 
from under it. 

The reason for this is that the Japanese are in this market with both canned 
tuna and with frozen tuna, as well as the intermediate products that the Recip- 
rocal Trade Agreement has originated. Their best interest in the long run is 
to send their product here entirely in the canned form, because this is the way 
in which they can maximize their dollar earnings from a given volume of tuna 
and maximize their chief advantage over us, which is cheap labor. 

A canner in the United States that has a nationally advertised brand of 
canned tuna sold nationwide in this country must therefore take care to assure 
himself of a reliable source of raw material which is independent of Japanese 
control. He is safe to buy considerable Japanese tuna steadily, but if he be- 
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comes dependent even to a relatively small degree upon Japanese sources for his 
raw material there will come a year sooner or later when tuna for canning is in 
short supply. In that year he will be squeezed by the Japanese. Either they 
will deny him raw material in his need (reference is made to the law introduced 
in the Diet in 1953, and referred to above) or they will charge him a higher price 
for his raw material than they are paying. In either event they will have 
the advantage over him in the United States’ tuna market which will be crucial 
to him, whether it be a volume advantage or a price advantage. As a conse- 
quence they will end up owning his brand or his market. 

It has been a source of some mystification in Washington, D. C., and in Tokyo 
as to why the three largest tuna canners came out strongly in favor of the King- 
Utt-Wilson-Tollefson-Magnuson-Kuchel bills last August when it was apparent 
that one of the results of their passage would be control over, and tariffs upon, 
the importation of frozen tuna—a thing they had vigorously opposed for some 
years. 

Their reason for their doing so was not love for tuna boatowners or tuna 
fishermen. It was strict self interest—when the domestic fleet is finished, 
the canners are out of business. 

For example, the prices at the start of our auction system last August went 
at once so low that it would have been quite impossible for domestic tuna pro- 
ducers to operate for even short periods of time at those price levels. If this 
was, indeed, the world tuna price then this fleet was out of business and the 
three big brand canners would follow it out of business just as quickly, because 
they would have become immediately dependent upon Japanese sources of raw 
material and this would lead directly to the Japanese taking over their brands 
or their markets. Those low August prices scared canners as badly as they 
did fishermen and boatowners. Nobody at that time knew whether those were 
permanent, steady world tuna prices or not. The sighs of relief along the 
waterfront when our auction price began to recover in September and October 
were audible. At least there was going to be time to think and plan before the 
debacle began. 

This is not, however, solely a big canner problem. The small canner who is 
now dependent upon Japanese sources of raw material is in business only be- 
cause there are larger canners who are not dependent upon Japanese sources 
of raw material holding a protecting umbrella over him. On the day that the 
big canners’ business or market is taken over by the Japanese the small can- 
ners’ source of raw material or their market will be gone. The only reason 
the Japanese sell the small canner tuna to can for the market in the United 
States is because they do not have the control of that market yet sufficient to 
take it over. 

The crux of the matter is the price we get for our fish on our auctions. If 
the average price for the year goes over the break-even point and we can operate 
steadily, this fleet and its production will stop shrinking. If it rises to the point 
which will yield a normal profit on investment then the fleet will start growing 
again. 

On the other hand if this average price per ton remains helow the break- 
even point as it has recently been, then this fleet and its production will con- 
tinue its rapid process of shrinking by attrition with no new construction. If 
the average price for yellowfin for the year goes as low this summer as it did 
last, then this fleet will simply grind to a halt and the whole canner’s house 
of cards will come tumbling down. 

All of this is contingent, of course, upon the Japanese Government not giving 
their industry added aids and subsidies as the price pressures mount upon them. 
To the extent they increase these aids and subsidies to their fleets and industry 
our auction price will decrease and our longevity as an industrv shrink. On nast 
performance the Japanese Government will support their industry when the 
going gets rough. 

This is the gamble that the American tuna boat owners have taken and this 
is the problem that is put squarely before the Congress and your administration. 
By the adoption of the auction system for selling our catches we have involved 
the entirety of the American tuna industry in sharing the burdens and risks 
of the tuna import problem, and we have made the issues so crystal clear that 
they are understandable to all. 

Each of the changing factors we have mentioned above and some others that we 
have not mentioned, through consideration of space, affect each other as they 
change, making the whole tuna trade highly dynamic and exceedingly complex. 
While these further complexities deserve your study we have tried to bring out 
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only the highlights in this letter and keep it as simple as possible consistent with 
being comprehensive. 

This brief history of recent years in the tuna trade between Japan and the 
United States is, we recognize, an over simplified description of a very complex 
economic system. Further documentary information from Japan particularly 
with respect to 1956 and the first half of 1957 can be found in the published 
hearings on the revision of the Antidumping Act held before the House Committee 
on Ways and Means last year. Since mid 1957 we have kept the Department 
of State, the Bureau of Commercial Fisheries of the Department of the Interior, 
and the United States Tariff Commission regularly supplied with copies of the 
documentary material we receive each week from Japan so that confirmation 
of our comments with respect to Japan is readily available in Washingon, D. C., 
from Japanese public sources as well as American sources. 

The history of these last 6 years has firmly implanted in our minds the im- 
possibility of the Japanese Government or the Japanese tuna industry, or the 
2 working together, ever developing a dependable, voluntary, unilateral means 
of regulating the tuna trade between Japan and the United States in a manner 
conducive to continuous good relations between the 2 countries, the general eco- 
nomic interests of both countries, and the specific economic well-being of not 
only both industries, but of either. 

One force that militates against this is the hodgepodge of United States law 
and practice governing the foreign trade in tuna of this country. Instead of 2 
tuna commodities (frozen and canned tuna) we now have 7: (1) frozen albacore 
tuna, (2) frozen other tuna, (3) tuna loins, (4) tuna dises, (5) tuna canned in 
brine, (6) tuna canned in oil, and (7) canned bonito. These 7 products have 
6 different treatments under the law and trade agreements engaged in pursuant 
thereto. 

While the products are generally interchangeable at some stage between catch- 
ing and selling these is no uniform method of controlling the import of tuna 
as such. Also it is not free of controls. It is, contrarily, subject to a variety 
of controls that have not been established on any economic basis. Three of the 
products did not originate from consumer or trade demand but are artificial 
commodities designed to exploit loopholes discovered in United States tariff 
law and practices. The possibility of the development of other new tuna com- 
modities to exploit other loopholes yet to be discovered is good. 

Another major force making such voluntary, unilateral controls impracticable 
is the basie economic conflict in Japan between the Japanese tuna canners and 
the Japanese frozen tuna exporters, which arises from forces outside Japan 
and beyond Japanese control. They are buying tuna from the same pool in 
Japan and their end product being sold competitively in the same retail stores 
in the United States. They cannot control the prices of the end product in the 
United States in either instance nor the volume of sales while the last stages 
of merchandising are in the hands of American firms having the most diverse 
and contrary interests, and while there is in existence American tuna fleets 
outside their control and providing half of the market supply. 

The competitive forces thus generated in the retail markets in the United 
States travel back along the chain of supply to the original auction market for 
raw fish in Japan. Since those forces are outside the orbit of control of the 
Japanese they are continually disrupting the relations between those two groups 
in Japan. As a consequence the only times during the past 6 years when the 
Japanes canners and Japanese freezers have worked together have been those 
short periods when the Japanese Government has found it necessary to impose 
its will upon both of them to keep the peace in the United States market or to 
make some show of this before the United States Congress. When those pres- 
sures relax, the controlling force of the Japanese Government has so far also 
always relaxed, and the two groups in Japan go back at each other’s throats and 
begin setting the stage for another conflict. It is inevitable that this will happen 
upon relaxation of the present pressures. 

A third major force making it quite impossible for voluntary, unilateral con- 
trols to bring peace and prosperity to this trade is the very nature of the controls 
which must be exercised. Quotas divided as to individual firms become produc- 
tion goals instead of restrictive devices. Competition between the individual 
firms cannot be eliminated nor can one firm be made as economically efficient as 
another by governmental or nongovernmental regulations. 

The consequence is a continual striving by each individual firm to keep its 
full quota, and if possible to gain further quota at the expense of others. The 
plain history of the past 6 years, with continual shiftings of firms, bankruptcies, 
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and general consolidation back toward the prewar Zaibatsu organization of the 
exports, fully set forth the impracticability of establishing economically sound 
or workable voluntary unilateral controls over this trade from the Japanese side 
alone. 

The only possible way in which the Japanese can operate voluntary unilateral 
controls over this trade is through cartels. The cartels then bring into play new 
forces destructive and disruptive to the trade over and above those normal to 
the trade. 

A fourth factor, which is really companion to the third, is the apparent impos- 
sibility of 2 cartels and 1 free-enterprise system working together harmoniously 
in the same market. They have not been able to do so yet to the satisfaction 
or health of any section of any of the three parts, and there seems to be no 
means in sight to make them compatible by voluntary controls exercised by 
Japan alone. 

A fifth force of powerful influence is the variability in the supply of raw 
material to both industries through natural as well as economic forces. 

A more detailed analysis of these matters can be made by your experts and we 
will not attempt to carry this any further. 

As we said above we are tremendously appreciative that your administration 
has come at long last to the conclusion that there is a problem concerning the 
American tuna-fishing industry and that this problem is rooted in tangible and 
basic economic causes, forces, and their interplay. 

Once the disease has been diagnosed, the cure can be discovered. 

It is to our immediate interests, not only as businessmen involved in the im- 
mediate problem, but as individual citizens of this country no less involved or 
interested in the general welfare of the United States and its allies than any 
other citizen to see a treatment applied to this disease which will cure it, and 
not merely further inflame its effects. Accordingly this letter is intended to be 
of a completely constructive nature and for your information rather than in 
adverse criticism of your purported actions. 

Rumor has it that your experts are considering a cure for the disease in the 
form of more voluntary unilateral controls by Japan over the trade in tuna 
between that country and the United States. We do point out that 6 years’ 
history of such voluntary unilateral controls have not advanced peaceful and 
harmonious relations between the 2 countries, the economic interest of either 
Government, or the prosperity of any section of the tuna industry of either 
country. 

Contrarily, of 6 years’ history of such voluntary unilateral controls has been 
continual, and often strident, strife in this field of relations which could not be 
confined to the diplomatic field but reached continually into the domestic political 
field in both countries. This has been accompanied by steady decrease in the 
internal welfare of the several parts of both industries. In one country (ours) 
the producing industry is vanishing; in the other country (Japan) continually 
growing subsidies to the industry from the public purse are required to keep the 
fishery producing. 

In other allied countries such as Peru, Italy, Denmark, Norway, and Portugal 
the tuna-fishing industry is being adversely affected by this unwanted economic 
warfare between Japanese and American tuna fishermen. Ramifications from 
these side effects are now beginning to disturb the diplomatic scene. 

Such comments by us as to the cure proposed does not in any way decrease 
our joint conviction with you that the disease is serious and requires urgent 
treatment. It only suggests that another cure more appropriate to the malady 
might be sought, and that what is wanted is a cure and not a palliative. 

We seriously suggest that a proper and satisfactory solution of this problem 
ean best be achieved through legislation adopted by the United States Congress. 
We believe that a thoughtful restudy by your experts of the Tuna Import Act 
of 1958, and the extension of remarks of Congressman Cecil R. King, of Cali- 
fornia, in the House of Representatives on Tuesday, August 13, 1957, will con- 
vince you that that legislation and the concepts which Mr. King used in its 
drafting are adaptable to your present purpose. 

We call to your attention that similar objectives may be capable of attainment 
in a negotiated agreement between the two countries, signed by both countries, 
eovering all forms of tuna. We recognize that this method has a number of short- 
comings and possible pitfalls, but we believe that if the delegations of both 
countries to such negotiations contained well qualified and representative ad- 
visers from the tuna industry in each country and that the negotiations dealt 
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with tuna alone, then this method might yield positive results. You would find 
us quite ready to aid in any way we could in forwarding useful activity of this 
nature. 

Whatever such remedy by either above method is brought forward, we believe 
it should reasonably well conform to these minimum criteria: 

(1) The overall volume in tuna trade with Japan need not be cut back below 
the average of the past 5 years. 

(2) Room for the expansion of the volume of tuna trade between Japan and 
the United States may be provided consonant with the increase in consumption 
of tuna in the United States. 

(3) All forms of tuna should be comprehensively covered so that new products 
solely designed to exploit loopholes in the controls cannot be devised. 

(4) Equivalent tariffs should be borne by each tuna commodity so that one 
section of the industry in either country will not be benefited over the other, 
which is so patently the case now between the duty-free status of frozen tuna, 
the nominal duty on loins and dises, the modest duty on tuna canned in brine, 
and the higher duty on tuna canned in oil. 

(5) Loopholes in the custom laws that permit the landing of fish by foreign- 
flag vessels in American possessions and ports, or by foreign-manned American- 
flag vessels, should be plugged. 

We additionally wish to point out that there is quite another method of re- 
solving this difficult problem without disturbing the diplomatic tranquillity as 
much as a discussion of tariffs and quotas always seems to do—and that is the 
provision of a reasonable, flexible operational subsidy to domestic, American 
manned, tuna fishing vessels. 

We have not heretofore brought forward any suggestions on this score, be- 
cause of the position which your administration has taken on subsidies gener- 
ally. We also do not want any form of subsidization which would pile up surplus 
tuna which would be a burden on the Government and the market. 

Furthermore, such informal conversations as we have had on this subject with 
experts in the Department of the Interior has always led in the direction of minor 
and indirect aids (such as vessel construction differential subsidies, insurance 
subsidies, inspection grant-in-aids, vessel modification grants-in-aid, grants-in- 
aid for installation of Government-approved new equipment, etc.), which would 
bring a maximum of Government controls and a minimum of direct benefits to 
the fishermen, and which would cost the Government an indeterminate amount of 
money probably disproportionate to the benefits gained by reason of the probable 
increase in the bureaucracy which would be necessary for their implementation. 

The National Wool Act supplies an example of how the subsidy method was 
used, and apparently with good effect, to solve a vexing international trade prob- 
lem, after such a course was suggested by the executive department as an alter- 
native to a tariff increase. That trade problem has many parallels with our 
trade problem. The apparent solution of it could be parallel in the case of tuna. 

Furthermore, everyone concerned seems to be agreed that the operational sub- 
sidies feature of the Merchant Marine Act have done a splendid job of rebuilding 
the merchant marine at proportionately small cost to the Government. The 
parallels between the desperate situation of the United States merchant marine 
in the past 6 or 7 years before the adoption of the operational subsidy features 
of that act and our situation are very close. 

Accordingly it has occurred to us that an operational subsidy treatment of 
this industry’s problems modeled along one or the other of the examples noted 
above, or something in between, might be the most economical and satisfactory 
way of handling the matter. We have prepared a draft of a bill which sets 
out our tentative thinking along this line, and a copy is attached hereto. We 
have not yet suggested the introduction of this bill in the Congress. If, how- 
ever, the administration were to recommend similar legislation we would cer- 
tainly study the matter more closely. 

We are most anxious to contribute in any way we can to the solution of this 
vexing problem in international relations and international trade. We stand 
ready to consult further with your experts on it at their request, or do anything 
constructive that we can to assist. 

With the best wishes for your continued good health, we remain, 

Sincerely yours, 
M. MacHApo Meptna, President. 
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A BILL To stabilize the tuna fishing industry 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Tuna 
Stabilization Act of 1958”. 

Sec. 2. The Congress hereby declares that the domestic tuna fishing industry 
makes a material contribution to the food-producing segment of the national 
economy and strengthens the defense of the United States, and that the 
domestic tuna fishing industry is in a seriously weakened condition. It is there- 
fore the intent of Congress in enacting this legislation to stimulate the develop- 
ment of a strong, prosperous, efficient, and thriving domestic tuna fishing indus- 
try that can make its proper contribution to the national economy and defense. 

Sec. 3. All functions and responsibilities under this Act shall be included 
among the functions and responsibilities of the Secretary of the Interior, and 
shall be carried out under his direction pursuant to such procedures or delega- 
tions of authority as he may deem advisable and in the public interest. 

Sec. 4. The Secretary of the Interior shall pay to the owners of each domestic 
tuna fishing vessel, whose crew is solely composed of citizens or legal residents 
of the United States, as a part of the price received by such owners for the 
eatch of such vessel, the difference between the price received by such owners 
for such catch and the tuna stabilization price provided (a) that such catches 
shall have been made freely available to all domestic processors and sold at a 
public auction conducted by an association of bona fide tuna fishermen acting 
pursuant to and in accordance with the provisions of the Fishermen’s Cooperative 
Marketing Act (15 U. S. C. A., pars. 521-522), and (b) that the difference so 
paid on any individual catch or vessel load shall not exceed 3 cents per pound 
calculated on a whole fish basis. 

Sec. 5. The Secretary of the Interior shall calculate and promulgate from 
time to time the tuna stabilization price in accordance with the following criteria: 

(a) The price shall be calculated separately for albacore tuna, yellowfin 
and bigeye tuna, bluefin tuna and skipjack tuna. 

(b) The price as so calculated shall be the average of the prices received 
during the preceding 10 years. 

(c) The price will be not less than 90 percent of the tuna stabilization 
index. 

Sec. 6. The Secretary of the Interior shall calculate and promulgate from 
time to time the tuna stabilization index which shall be based upon the follow- 
ing criteria: 

(a) The base period for which the index shall be 100 shall be the same 
as used by the Department of Commerce for calculating the national cost 
of living index. 

ib) The index shall be a comparison between the ratio of prices received 
by tuna fishermen for their catches to the cost of production in the base 
period and the ratio of prices received by tuna fishermen for their catches 
on the open market to the cost of production in the period for which the 
calculation is being made. 

(c) The cost of production and index shall be calculated separately for 
for the three primary types of domestic tuna fishing vessels; albacore ves- 
sels, purse seiners, and bait boats. 

(d) The cost of production shall include all costs and shall take into 
consideration, but not be limited to, the cost of labor, insurance, fuel, 
ship repairs, fishing equipment and nets, food, licenses and permits, and 
Federal and State taxes. 

(e) In calculating changes in the cost of production each element of cost 
shall be reflected in proportion to the percentage that element of cost bears 
to the total cost of production. 

Sec. 7. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this Act. 
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APPENDIX TO LETTER TO BISENHOWER OF MARCH 4, 1958 
THE MECHANICS OF THE Exports or Tuna’ 
INTRODUCTION 


The strong port prices of last year’s Summer albacore has faded away like a 
rainbow, and the prices of this year’s Summer albacore has certainly dropped 
violently. Exports of tuna, especially albacore, is practically all destined for the 
United States. The point to be observed is that fish prices and market conditions 
in the United States are affected by port prices in Japan. 

In the movements of port prices in Japan, and in the movement of port prices 
in the United States, there appears to be a kind of mutual repercussion that the 
American tuna operators draw up each year an agreement with the packers on 
the price of tuna. Japan’s export prices on tuna has an effect of their port 
prices. The movement of port prices in Japan also affects the way of fixing the 
sale price of tuna by United States fishermen. 

On the other hand, until the tuna actually reaches the United States there 
exists in Japan a complicated and fixed system of channeling. Various laws and 
restrictions control this industry. Since the receiving party is a foreign country, 
tuna exports must necessarily pass through such channels. Due to the perish- 
able nature of the fish, and because of the intensive connections in the domestic 
export market, things are now becoming very complicated. 

The fish are landed by fisherman, canned or frozen by canners or freezers, and 
exported. Each of these stages is governed and controlled by certain ministries 
and laws. For instance, manufacturers (freezers and canners) are under the 
export fisheries promotion law. They are joined together under specific organiza- 
tion to make connections between fisherman and exporters. Again, exporters are 
under the import and export transaction law, and they likewise have their spe- 
cific organization to pave the way between manufacturers and the exporting 
firms. 

Let us now look upon the laws and channels as applied to the exports of tuna 
in general from the export fisheries industries point of view. A revision of the 
law on the promotion of fisheries export was made in May of this year (basic law 
established in 1954) : 


MAIN POINTS OF THE REVISION OF THE EXPORT FISHERIES PROMOTION LAW 


Voluntary adjustments are made on the part of manufacturers as regards this 
law in order to reach their main objective; stabilization of the administration. 
They are, however, restricted to a certain extent by the monopoly law and the 
common transaction laws. Under this new revision fish operators who own self 
refrigerating ships are regarded as a manufacturer. 


DEFINITIONS 


Export fisheries business 


Designations are to be made through government ordinances for those engaged 
in manufacturing export fisheries products. Freezers also come under this cate- 
gory which also includes refrigeration shipowners. Consignment by outsiders 
is also included in this category. 


Export fisheries traders 


Those who are engaged in the aforementioned export fisheries business. In 
this case, traders who receive and carry out consignments from outsiders are not 
included. 


REGISTRATION OF PLACE OF BUSINESS 


Each place of business for manufacture must be registered with the Ministry 
of Agriculture and Forestry according to different classes of export fisheries 
products made. Skipjack and tuna vessels with freezing facilities will also 
come under this category. 


*Source: Tuna and Skipjack Monthly, No. 63, published by the Japan Skipjack and 
Tuna Fishery Association, June edition. 
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BASIS FOR REGISTRATION 


The basis for manufacturing installations have been slightly raised. Again, 
qualifications for technicians and their number is to be newly fixed by govern- 
ment ordinance. Those who carry on business by consignments to outsiders 
must list their place of business. This is to eliminate the so-called one-telephone 
fishery traders. 

THE WORK OF THE EXPORT FISHERY ASSOCIATION 


This association is established to make loans, receive funds for use of members, 
make sales of export fisheries products, to purchase, to store, to transport, to 
inspect, and to carry out the business of supplying raw materials. The Associa- 
tion may make purchases not only for secondary goods, but can carry out pur- 
chasing operations for principal raw materials. Again, in connection with this 
business, necessary corporation agreements may be concluded with fish traders 
and their groups. 


ADJUSTMENTS IN RELATION TO EXPORT FISHERIES PRODUCTS 


Business adjustments which the association may carry out is in relation to: 
manufactured quantities, method of manufacture, period of manufacture, shipped 
quantities, method of shipment, period of shipment, quality, grade, sales quantity, 
sales method, sales period, sales price, and restrictions in relation to manufac- 
turing installations. The contents of the adjustment and the provisions for 
making such adjustments must be reported to the Ministry of Agriculture and 
Forestry a full 20 days before its establishment. During this 20-day period 
the Ministry will either approve or disapprove the adjustment, and should this 
20-day period elapse without any decision being made on the part of the Ministry, 
the adjustment is approved automatically 

When, during a period of adjustment for modernization, a member of the 
association is allowed to make sales or to make sales of fisheries products on 
consignment to the sales organization within the association, then the related 
papers on this organization must be sent in to the Ministry of Agricutlure and 
Forestry. 

RESTRICTIVE ORDERS 


When any adjustment of the association is not recognized by the Ministry of 
Agriculture and Forestry as having attained its objective, then the Ministry of 
Agriculture and Forestry shall have the power to issue restrictive orders; the 
contents which will be adjusted from borrowed references from the provisions 
of the adjustments belonging to the association. Export fisheries traders other 
than members of the association can be made to conform to the above. 

Again, within the restrictive order regarding sales, in fixing the appointed 
organs the order may stipulate that concerned export fisheries traders (inclusive 
of those other than members of the association) .must make sales through these 
appointed organs. As to the business of such appointed organizations, the 
Ministry of Agriculture and Forestry retains the right of supervision, and when- 
ever necessary, may withhold registration of new business locations for a definite 
period of time. 

FROM LANDINGS TO EXPORTS 


The stage of production 

When the fish are brought in by tuna or skipjack vessels it is landed on the 
market, and upon being bid or auctioned by middlemen, are thus disposed of. 
Yellowfin and albacore which is to be eventually exported to the United States 
in the form of frozen goods or canned goods is purchased by canners and freezers 
from these middlemen. These goods are either stored in refrigerators or made 
into canned products. In actual practice, however, purchases by canners and 
freezers take on the form of consignments to these middlemen. 
Ship frozen goods 

These goods are sold directly to the freezing traders without passing through 
the hands of the middlemen, but prices here are decided upon a mutual basis of 
understanding, fixed, and then sold. The export fisheries traders have built up 
an association covering the whole country. As for the canning and freezing in- 
dustry, each has a separate organization called the Japan Canned Tuna Export 
Fishery Association and the all Japan Frozen Marine Products Export Associa- 
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tion. Those who are not members of these associations are called outsiders. 
The export fisheries association can make its own adjustments to the promotion 
law (note 1). 

PARTICULARS OF ADJUSTMENT 


Freezers. (Based on adjustments made in 1957 by the All Japan Frozen 
Marine Products Export Association. ) 

1. Tuna in general (including skipjack): During the period from April 1, 
1957, to November 30, 1957, export allocations made to members of the asso- 
ciation of frozen albacore shipped to the United States is: 


Tons 
(a) Amount of allocations Oo: . DREC TORI coi c neon ction ctsnnewes 14, 700 
(}) Amount of open or Tree: SMOCRUORG is ois ni nicl rrenge deerinnts 4, 900 
(co) RROROEVGI  GUGMUUEE + nick gid ppd mminsinenle ween neensttietehte 200 
NE cient om citrate A a teniineisiisk arteries tliat ein Tibiaeimegmaae 19, 800 


Amount of allocations on past results 


This means that those traders who have made previous shipments to the United 
States or Canada up to a specific date will receive allocations based on the yearly 
average quantity of shipments during the specified period. 


Amount of open or free allocations 


Those who have used up their past results allocations will receive an additional 
allocation from this within the limits decided upon. 
Reserved quantity 

Allocations will be made from this to those who do not hold past actual results. 

The shipping quantity is fixed only on shipments of frozen albacore to the 
United States and Canada. Thus, various producers who are members of the 
association cannot make shipments above the allocations they hold. 

(Nore. 1—According to the revision of the trade promotion law and in connec- 
tion with the purchase of raw fish, agreements may be concluded with the fish 
traders or their organizations. A fish trader who acts as a purchasing agent 
and who is also a member of the export fisheries association is bound by the 
stipulations of such an agreement because he is a member of the association. 
He cannot make his own selection of the purchaser, but acts in the capacity 
of the association. ) 


ALBACORE DESTINED TO THE UNITED STATES AND CANADA 


For round goods, consignment of sales must be made to sales cooperative 
organ which is appointed by the association (note 2). 

Loin and disk tuna does not necessarily have to pass through the sales coopera- 
tive organ, but the exports must be made by a member of the Japan Frozen 
Marine Products Export Association. In all the above instances a certificate 
of inspection on the goods is to be attached and submitted to the association to 
obtain confirmation. 


ALBACORE DESTINED TO OTHER COUNTRIES 


There are no export restrictions on these, but similarly, inspection certificates 
are to be attached and recognition of the association must be obtained. 


DIRECT EXPORT LANDINGS BY FISHING VESSELS 


Approval to make direct landings must previously be made in writing and 
submitted to the association. 

All tuna, regardless of species, is restricted on the sales price. The sale price 
must be above the price received and approved by the Ministry of Agriculture and 
Forestry which has been passed and resolved at a respective director’s meeting of 
the association. 

(Note 2.—In order to realize the aim in the adjustments of the association, to 
control sales method, and in order to concentrate manufactured goods, the Frozen 
Tuna Sales Co. was organized in 1956. After its establishment results were alto- 
gether not obtainable due to high port prices, dumping complaints, and a slump 
in sales. Before the 1957 summer albacore season adjustments were made within 
the association. They reorganized the association by grouping themselves into 
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12 window firms. Using this as a precedent the producers openly prepared to be- 
come factionalized. ) 

From the 12 window firms representatives were chosen to organize the coop- 
ative sales busines liaison committee which would run the export commitee 
and the raw fish planning committee. These committees would handle every- 
thing from raw fish purchases right up to exports. In other words, producing, 
consigning, and export sales would be entirely under the supervision of the 12 
window firms. Thus, the cooperative sales company went out of existence 
with the business liaison committee taking its place. 


SWORDFISH 


During the period from April 1, 1957, to September 30, 1957, allocations to mem- 
bers of the Frozen Marine Products Export Association are as follows: 


Tons 

7, ca a om ne enereingnm einen 1, 56 
ID I i a ee a ee ee eae eel 392 
I a ad od sar tea nl enema gins avin aehenemaeia 20 
a a a a de lea Riki ecalah 1, 980 


Allocations according to past results and free allocations are based on the same 
system as frozen albacore. Allocations to new traders retain the same character- 
istics as the allocations held in reserve mentioned in frozen albacore. 


SWORDFISH EXPORTS TO THE UNITED STATES AND CANADA 


Frozen swordfish is restricted in exports only to the United States and Canada. 
Sales of frozen swordfish can only be made by members of the Japan Frozen 
Marine Products Export Association. In this instance inspection certificates are 
to be attached and confirmation must be received from the association. 


SWORDFISH EXPORTED TO OTHER COUNTRIES 


There is no limit to the amount that may be exported to countries other than 
the United States and Canada. However, in such cases a report of the shipment 
must be made to the association. 

Canned goods. (Based on adjustments of the Japan Canned Tuna Export Fish- 
eries Association, 1957.) 

During the period from April 1 to December 30, 1957, on canned tuna in brine, 
export allocations for association members are: 


Cases 
Neen nn ee ee ee ne dae rearncsbnbichenmnsesincrimmmareens 1, 116, 500 
Open or free allocations (239,500 cases each for the Ist and 2d term) ___ 478, 500 
acc emeccdseipiix eoeiheorech evant iemde maneins 5, 000 
RET Te ll ea Se ti i lS a a 1, 600, 000 


These adjustments (restrictions), similar to the freezing industry, are based 
on the promoton law. Thus, the contents are basically no different. 


NOTE.—1Ist term, Apr. 1, 1957, to Aug. 31, 1957; 2d term, Sept. 2, 1957, to Dec. 31, 1957. 
Canned tuna in brine 


Tuna (including skipjack) products must be sold under consignment by a fixed 
set of agreements to a sales organ (Tokyo Canned Tuna Sales Co., Lmt. See note 
3) appointed by members of the associatin. These prices must be above the prices 
received and approved by the Ministry of Agriculture and Forestry, which has 
been previously passed and decided upon at a respective directors meeting of the 
association. This sales organ, in watching trends of the United States market, 
will make the sale to an importing firm with which it has drawn up a basic 
buying and selling contract. 

Canned tuna in oil 


All exports of canned tuna in oil to the United States is prohibited. Even 
indirect export of this product to the United States is not approvable. Those 
exporters having exported to other countries must receive approval of the asso- 
ciation’s board of directors, and sold above the price received and approved by 
the Ministry of Agriculture and Forestry. Canned tuna in oil exported to coun- 
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tries other than the United States does not necessarily have to pass through the 
hands of the cooperative sales organization. 

Thus, by passing through such restrictions and adjustments, numerous diffi- 
cult problems on the production of tuna are carried out. In the event the 
Minister of Agriculture and Forestry decides that the objectives of the industry 
eannot be reached through sale voluntary adjustments of the association, 
it will issue an order in relation to restrictions based on the promotion law. 

(Nore 3.—Up to the present, there never has been a case where an outsider 
made exports without first passing through the cooperative organ of the Tokyo 
Tuna Sales Co. The eight firms which signed basic sales and purchasing 
contracts (Dai Ichi Bussan, Mitsubishi Shoji, Toshoku, Nozaki, Taiyo, Shizuko, 
Itechu, and Kanematsu) became the export window firms who were well 
organized and produced good, results. However, prior to last year’s summer 
albacore season, two outside firms planned a strong export policy and suc- 
ceeded in securing export licenses. Due to the confusion the Ministry of Agri- 
culture and Forestry issued a restrictive order against outsiders late in 1956. 
This was followed by a restrictive order in connection with the sales method 
law in April of 1957. During this time the number of export window firms 
was increased from 8 to 19. Due to this change considerable confusion has 
become apparent. ) 





THE EXPORTERS 


Passing from the export fisheries traders to the exporters we leave the export 
fisheries promotion law as governed by the Ministry of Agriculture and Forestry 
and move on the export and import transaction law under the jurisdiction of 
the Ministry of International Trade and Industry. Besides this law the ex- 
porters are governed by the export articles control law, the foreign exchange 
law, and the foreign trade control laws, the Foreign Exchange Control Ordi- 
nance, and the Export Trade Control Ordinance. 


Foreign exchange and foreign trade control law 

In order to plan for the normal expansion of foreign trade, these two laws 
earry out necessary basic supervision on external transactions. 
Foreign Exchange Control Ordinance and Export Trade Control Ordinance 


It is through these ordinances that restrictions and prohibitions in instances 
prescribed by law are stipulated. Approval on exports of tuna products are 
fixed by the Export Trade Control Ordinance. 


AGREED PRICE CUT-——CAUSE FOR LIGHTING OF FUSE 


Unfortunately, and at a very bad time, the Japanese trade circles, completely 
without any preparation, unofficially decided on the following resolutions: 

1. To restrict loin and disk tuna under the export control law identical with 
the round albacore. 

2. The f. o. b. per ton check price on this is to be: 


Loin Disk 
I ctre cect cls arden aaa ae $600 $620 
TI ea cocics octet ao sk cach a erie acaietateitan ee 450 470 


' 3. Separately from the check price, and same as heretofore, to establish 
an agreed price to conform to prevailing prices. Also, future agreed prices 
for the time being to be as follows (old prices in parentheses) : 


Loin Disk 
BS 5 Fis cen eke ally ioe hs ig tee $600 ($700) $620 ($770) 
WON WEDinonncmine ckiinise doses ncn Sse eset 500 520 


The computation ration for the yellowfin loin and disk against rounds to 
be 1 to 1. 

The above news was circulated in California and became a matter of great 
consternation, The fact that the agreed price was decreased as much as $100 
a ton was charged by California packers as only adding cheap Japanese labor on 
to the $270 a ton f. o. b. check price for round frozen albacore. When seen from 
this angle the price of rounds is comparatively high. The fact that the yellowfin 
computation ratio of 1 to 1 was made, clearly indicated that the plan openly 
favored loins. The above factors greatly irritated the Californians who suddenly 
began to increase their voices to restrict imports of loins. 

At any rate, California is a precious customer of Japanese round albacore with 
contracts for shipments in August and September still remaining. If the exports 
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of rounds, because of the fracas concerning loins, should be stopped, then both 
capital and interest will be lost. 

Thus, the Japanese tuna industry hastily retreated and rejected the previous 
plan with a decision : 

1. Not to establish a check price for the time being. 

2. The computation ratio of yellowfin to be returned to a clean slate. (A 
matter of course since yellowfin export restrictions were aborted. ) 

3. Fifty dollars for albacore and $30 for yellowfin to be added to the former 
mentioned prices respectively. 

Once the fire starts burning it is not easily quelled. If matters are jumbled 
up things may develop into an uproar and into a state of affairs where cancella- 
tion of contracts may really be made. Under such circumstances the opinion of 
the industry in Japan has become divided. The following are some views 
expressed by the industry : 

1. There is a necessity to take voluntary restrictive measures in prohibiting loin 
exports. 

2. To raise agreed prices still further, and this may become settled only by 
bringing it up to the former price level of $700 per ton. 

3. Even at the present agreed price of $650 a ton for albacore loins, the north- 
western canners are not buying, saying it is too high. Therefore, even at the 
present level of prices, it is believed that the fruits of self-discipline cannot be 
attained. 

While each theory has its own merits and demerits, that there is a serious 
red signal being raised against loin exports to the United States is true. 

Although general opinion stresses the need to start concrete plans to cope 
with this situation, as it must be made by an industry which is suffering internal 
complications, it would be difficult to predict what kind of plan would be forth- 
coming from them. Be that as it may, since it is being said that loins and disks 
will become the hope of the frozen tuna industry, it is wished that careful meas- 
ures be considered as much as possible. This is especially so at the present 
because various areas in the United States are equipping themselves to handle 
Japanese loins and disks. It is said that after next year they are scheduled to 
go into full operation. For some time to come we must make an effort to gain 
the confidence of the Californians and prepare for developments in the future. 





FROM LANDINGS TO EXPORTS 





FISHING INDUSTRY EXPORT FISHERY INDUSTRY EXPORTERS 


[Export Fishery Assn.] [Exporters Assn. | 


PHASES OF THE JAPANESE TUNA INDUSTRY 


NOTE: FORE COUNT. indicates © REIGN COUNTRY. 





RENEWAL OF TRADE AGREEMENTS ACT 2303 


STATEMENT OF CALIFORNIA FISH CANNERIES ASSOCIATION, INC., CHARLES R. 
CARRY, EXECUTIVE DIRECTOR 


The California Fish Canners Association and its division, the Tuna Research 
Foundation, is opposed to enactment by the Congress of H. R. 10368, which 
seeks to extend the Reciprocal Trade Agreements Act for an additional 5 years 
and grants new tariff-cutting powers to the President of the United States, for 
the following reasons: 

1. We are advised by counsel that the basic Reciprocal Trade Agreements 
Act of 1934 and all subsequent reciprocal trade agreements’ legislation is un- 
constitutional in that Congress does not possess the authority to delegate to 
the executive branch of the Federal Government its constitutional obligation 
and power to “lay and collect taxes, duties, imports, and excises.” 

A test of the constitutionality of this legislation is now being adjudicated 
by the customs court as an initial and required procedure in seeking a ruling 
by the Supreme Court of the United States. This action was instituted by a 
member of the California Fish Canners Association. 

2. The United States tuna industry has had a most unsatisfactory experi- 
ence with respect to reciprocal trade agreements legislation not only through 
the administration of that legislation, but also because it served as the avenue 
through which the executive department usurped the authority of Congress to 
regulate this Nation’s foreign commerce through adherence to the General 
Agreement on Tariff and Trade (GATT). A brief resume of that experience 
is revealing. 

It started during the war year of 1943 when our State Department nego- 
tiated two bilateral trade agreements—one with Mexico, which produced vir- 
tually no canned tuna; the other with Iceland, which did not then and does not 
now, catch tuna, process it, or consume it. The first of these trade agree- 
ments—that with Mexico—reduced the tariff on tuna canned in oil from a rate 
of 45 per centum ad valorem to 22% percent, the maximum permitted by the 
reciprocal trade agreements’ legislation. 

This country then was at war with Japan, the chief exporter of tuna canned 
in oil to the United States, more than half our tuna clipper fleet had been con- 
seripted by the Navy to serve as auxiliary vessels, and the wartime demand 
for high protein food far exceeded our ability to meet it. 

With the conclusion of the war and the rehabilitation of Japanese tuna fleets 
and shore installations, exports of canned tuna were resumed, only now at half 
the tariff rate previously levied. In June 1950, Mexico abrogated this trade 
agreement for reasons other than the canned tuna trade and the tariff returned 
to its 45 percent level as a result, but effective 6 months later. During this 
period, imports of canned tuna from Japan flooded into this country in such 
quantities as to completely demoralize the market and plunge the domestic in- 
dustry into a depression from which it took 2 years to recover. 

And now comes the real villain of the piece in the form of the second of the 
two aforementioned trade agreements—that with Iceland. This placed tuna 
canned in substances other than oil in a basket category and reduced the rate 
of duty from 25 percent ad valorem to 12% percent. This gave the Japanese 
producer the loophole he was seeking through our “most favored nation” policy, 
and he soon diverted his production from tuna canned in oil to the same tuna 
canned only in water and salt—or brine. Now his rate of duty became 12% 
percent ad valorem instead of the 45 percent previously levied. As a result, 
imports of canned tuna from Japan climbed to 1,500,000 cases per year from 
the 5-year prewar average of 337,000 cases. This was accomplished through 
price cutting and underselling made possible by this tariff reduction. 

A prime case, one would say, for the operation of the escape-clause provision 
of the Reciprocal Trade Agreements Act, and an action to invoke the escape 
clause was started promptly before the United States Tariff Commission. A 3 to 
2 decision denied relief on the basis, of all things, that the imported product 
of tuna canned in brine was not competitive with the domestic product of tuna 
‘anned in oil because it was sold at a substantially lower price level, which 
was made possible largely through the very reduction in duty. 

The efforts of the domestic canned tuna industry then were directed through 
Government channels toward securing an import quota on canned tuna. We 
were met at every turn with the statement that nothing could be done because 
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a quota would violate our international commitments to the GATT not to impose 
import quotas. 

These commitments, made by the Department of State without authorization 
by the Congress, though in effect since January 1, 1948, have never been sub- 
mitted to Congress for ratification. 

Where escape-clause action failed and pleas for a quantitative limitation on 
imports of canned tuna fell on deaf ears, we importuned the State Department 
and President Harry S. Truman to cancel that portion of the Icelandic trade 
agreement which was found applicable to tuna canned in brine. This, we felt, 
was an entirely logical request. The trade agreement was bilateral and since 
Iceland had not the faintest interest in tariff concessions on tuna canned in 
brine, there could be no repercussions there. The mumbo-jumbo of bureaucratic 
language finally convinced us of little hope in this direction. 

Then came the high point in a long record of complete indifference to the 
problems of a basic domestic industry. With the domestic tuna canning industry 
in one of the most critical periods in its history, with canner inventories stacked 
up at 50 percent greater than any previous period, with the fishing fleets tied 
up at the docks—their holds full of tuna and no unloading date in sight—with 
red ink splattered on balance sheets from one end of the industry to the other, 
the State Department negotiated in June of 1955 a trade agreement with Japan 
reducing the tariff on tuna canned in oil from 45 percent ad valorem to 35 percent. 
Also, in an inspired moment, it bound the duty on tuna canned in brine at 121% 
percent ad valorem with a limitation that rendered it inconsistent with the 
Icelandic trade agreement covering the same item. This, of course, meant a 
renegotiation of the Icelandic trade agreement, not on the basis originally re- 
quested by us to afford some measure of protection, but rather to strip us 
further of our ability to meet the growing flood of canned tuna imports. 

After negotiation with Iceland, canned tuna was withdrawn from the Icelandic 
trade agreement leaving the trade agreement with Japan as a final word with 
respect to tariffs on canned tuna. By Presidential proclamation canned tuna 
in brine could be imported into the United States at a rate of 12% percent ad 
valorem on an amount equal to 20 percent of the previous year’s domestic pro- 
duction of canned tuna in any form. This was an open invitation to the Japanese 
to increase their share of the American market on canned tuna from 12 or 13 
percent to a full 20 percent. Import statistics indicate that in 1957 this goal 
was almost reached and the largest quantity of tuna canned in brine in the 
history of the industry was imported into the United States. It was marketed 
in this country in concentrated areas at prices at which the American producer 
could not compete and at prices which brought the American producers’ margins 
to the vanishing level. 

The reciprocal trade agreements program of itself has been most injurious 
to the American tuna canner and the American tuna fisherman. The pressure 
on prices of low priced Japanese tuna canned in brine has so reduced the price 
an American canner can pay for the raw tuna caught by the American flag 
vessels and American crews that the tuna fleets of this country are in serious 
financial difficulties. Further tariff cutting authority contained in H. R. 10368 
would further aggravate the present extremely critical condition. The use of 
the reciprocal trade agreements program as the avenue through which our execu- 
tive department adhered to the GATT has virtually closed the means of securing 
equitable and needed relief. We refer to the prohibition in the GATT to the 
establishment of import quotas. Japanese ability to produce low cost canned 
tuna, together with their disorderly marketing practices, make it virtually 
impossible to regulate the volume of imports of canned tuna by tariffs. A quota 
regulation, if permitted, would allow imports as a stated percentage of domestie 
consumption, and as total consumption of canned tuna grew, the increase would 
be shared with the Japanese by the American industry. 

Our experience with reciprocal trade azreements legislation has been all bad. 
We must, therefore, oppose as vigorously as possible the enactment of H. R. 
10368 and any similar legislation which does not restore to Congress its con- 
stitutional authority to enunciate and conduct the foreign trade policy of the 
United States. 
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CANNERY WORKERS & FISHERMEN’sS UNION, 
San Diego, Calif., March 6, 1958. 
Congressman Ceci R. Kine, 
House Office Building, Washington, D.C. 


DEAR Sir: Enclosed please find copy of a report and analysis sent to Congress- 
man Bob Wilson on the complete inadequacy of the escape clause in the Recipro- 
cal Trade Agreements Act as it applies to the American tuna producers. This 
report shows the reasons why the American tuna producer cannot get any relief 
from imports except by specific legislation. 

Sincerely, 
LEsTER BALINGER, 
Secretary-Treasurer. 


The Trade Agreements Act has the purpose of implementing the 
often-stated policy of increasing foreign trade as fully as possible 
consonant with not creating serious injury or the threat of serious in- 
jury to a domestic industry. We fully subscribe to this policy. 

The Trade Agreements Act has provisions which are purportedly 
for the purpose of providing against serious injury or the threat of 
serious injury to an American industry through the increased im- 
ports that the policy generates. 

The Extension Act now under consideration purports to increase 
those safeguards. Without making any statement with respect to 
the efficiency of the administration of these safeguards, we simply 
state that they are not available to us. 

The reason that these safeguards are not, and have not been, avail- 
able to us is this: There are six primary tuna commodities recog- 
nized in the United States custom law. They are treated under that 
law in five different ways. The original commodity, the raw tuna, 
can be quite freely switched around among these commodity classes. 
Accordingly, no control can be had on any one tuna commodity with- 
out control over all. 

The largest of these products by volume does not come within the 
purview of the escape-clause provisions of the Trade Agreements 
Act at all, because it is on the free list and is not the subject of a trade 
agreement. 

Three of the other products have been devised to exploit loopholes 
in the trade law and not in response to market demand. 

If an escape clause proceeding is successfully brought against one 
or more of these products and quotas or embargoes established, it 
would have no effect on relieving the injury to the tuna fishing in- 
dustry from imports, because the tuna would simply come in another 
form. 

And if all five commodities that are subject to a trade agreement 
are stopped, the tuna will come in as the sixth form, which is not 
under a trade agreement. 

The situation is adequately analyzed in testimony that has been 
submitted through Congressman King by Mr. Balinger and requires 
no further elaboration by me. 

This situation is fully recognized by the administration. 

In 1955, because our situation had grown progressively worse, 
domestic tuna producers asked the executive department to establish 
a tuna quota either by Executive action or by negotiated agreement 
with the principal producing country. 

The White House established a tuna task force to examine the 
proposal composed of representatives of the Departments of State, 
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Defense, Interior, Commerce, Labor, and Treasury. The report of 
the task force, as transmitted in a letter from Presidential Assistant 
I. Jack Martin to Congressman Wilson and Senator Kuchel in a 
letter of July 28, 1955, read in part 

Under existing law the only way in which a quota could be imposed by the 
President by proclamation would be pursuant to an escape clause proceeding 
under the Trade Agreements Extension Act. This approach is unavailable, 
however, because, as you know, there is presently no concession on imports of 
fresh or frozen tunafish in any of this country’s trade agreements. An escape 
clause proceeding before the Tariff Commission may not, as you are aware, be 
initiated unless there has been such a concession. 

This situation is fully recognized by the United States Tariff 
Commission. 

In 1956 and 1957 the Japanese frozen tuna cartel dumped about 
15,000 tons of albacore tuna on this market at $100 to $125 per ton 
less than their cost of production. 

This completely demoralized the markets of all domestic tuna pro- 
ducers in the United States. 

We were as fully injured as the albacore producers Mr. Stewart 
referred to, because the dumped albacore after canning can be, and 
is, sold as either white meat or light meat canned tuna. We could 
not initiate an escape clause action | ourselves, however, because we do 
not produce albacore in substantial amounts. 

Our yellowfin and skipjack tuna production is not the subject of 
a concession in any trade agreement. 

The domestic albacore producers did ask for an escape clause pro- 
ceeding last fall, however. Mr. Stewart will describe their purpose 
and the reply they had from the Tariff Commission. They were 
turned down not becanse there was no injury, but because the Tariff 
Commission could not remedy the injury under the Trade Agreements 
Act. If they restricted the frozen albacore it would simply come in 
in other forms. 

The chairman of the Tariff Commission, Dr. Brossard, testified 
quite clearly as to this situation in his answers to committee questions 
during the second week of the present hearings. 

Since no relief to the tuna import problem can be derived from 
the Trade Agreements Extension Act, we asked the Executive to 
negotiate a tuna quota agreement with Japan covering all tuna com- 
modities. The tuna task force, reporting through the I. Jack Martin 
letter referred to above, said: 

The departments * * * also examined the possibility of an Executive agree- 
ment between the United States and Japanese Governments as to the amounts 
of fresh and frozen tunafish that Japan would ship into this country. The 
difficulty with this possibility is that it would be in direct conflict with existing 
international commitments from which the United States derives important 
advantages. The departments gave this possibility every test, but concluded, 
in the last analysis, that it was not feasible. 

In December 1957, high officials of the Japanese Government sug- 
gested to our representatives the desirability of a tuna trade agreement 
between the two Governments covering all forms of tuna imports. 
We told them that while we had no particular aversion to this ap- 
proach, our plain understanding was that the executive branch of 
the United States Government would not be agreeable to it. 

We have, as a matter of fact, brought this again to the President’s 
attention in our letter of March 4, 1958, attached hereto. 
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The Japanese industry has repeatedly intimated that a satisfactory 
private agreement could be worked out between the 2 industries to 
govern the tuna trade between the 2 countries. 

We have as repeatedly replied to them that we could not and would 
not even discuss the matter with them because of United States do- 
mestic law respecting restraints on trade and that such negotiations 
are the prerogative of governments only under our law. 

The Japanese have from time to time over the past 6 years initiated 
voluntary controls with respect to both price and volume of tuna 
products coming to the United States. The effect of these controls 
has been very damaging to us, has resulted in the total dollar income 
to Japan from tuna ‘exports decreasing even though volume increases, 
and has caused repeated injury to eac h segment of the Japanese tuna 
industry, as well as ourselves. 

We have discussed these voluntary unilateral controls and _ their 
harmful effects on the trade in some smal] detail in our letter to Presi- 
dent Eisenhow of March 4, which is a part of this statement. We 
have asked him to abate these harmful effects by invoking article 
XVIII of the Treaty of Friendship, Commerce, and Navigation be- 
tween Japan and the United States. 

There appears to be no remaining doubt in the executive branch of 
the Government or in the Tariff Commission that a serious problem 
exists in the domestic tuna fishing industry, that this problem arises 
from imports, and that it cannot be resolved by existing United States 
law or the extension of the Trade Agreements Act now before this 
committee. 

After a detailed examination and exploration of all possible ave- 
nues of relief suggested to us or discovered by us, we have come to 
agree with Dr. Brossard that the only way to resolve this trade 
problem is specific legislation enacted by the United States Congress 
embracing all tuna commodities. 

This legislation might take the form of direct operational subsi- 
dies. This has apparently worked with some satisfaction in the wool- 
producing industry and in the merchant marine, both of which indus- 
tries had international competitive problems very similar to ours. 

We have suggested such loalah ation for the consideration of the 
President, but we have not even asked any Congressman to submit it 
before the Congress because our preliminary but rather thorough 
investigation of ‘the matter in the executive and the appropriate com- 
mittees of C ongress leads us to think that neither the Executive nor 
the Congress is ‘likely to approve such legislation. 

The remaining alternative is comprehensive legislation governing 
the trade in all tuna commodities by quotas and/or tariffs. “Such leg- 
islation is before your committee in the Tuna Import Act of 1958, 
introduced separately by Congressmen King, Utt, Wilson, and Tol- 
lefson. 

We are thoroughly in support of this act. Even more important, 
we thoroughly support the remarks made by Congressman King 
when he introduced the legislation on August 13, 1957. In those 
remarks he plainly states the philosophy of the bill: 

Thus this bill does not intend to reduce the imports of tuna from Japan or 
from other countries as to actual volume. It accepts the status quo with respect 
to volume. 


Nor does this bill attempt to restrict the share of the domestic tuna market 
that is now enjoved by the foreign producers. 


. 
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We agree with Mr. King that it is not necessary to cut back the 
volume of tuna imports in order to solve the problems of the domestic 
tuna fishing industry. The market for canned tuna in the United 
States is increasing rapidly enough that if imports are stabilized 
as to volume, the tariffs equalized on all products, and the ability of 
the two Japanese tuna cartels to manipulate this market is limited, 
then we will be able to pull out of this steady decline that has been 
getting more rapid each year since 1950. 

We recommend the Tuna Act of 1958 most heartily to your con- 
sideration, and point out once more that it is only by specific legis- 
lation of this nature that the Congress can, with respect to our in- 
dustry, implement the policy it stated for fisheries in the Fish and 
Wildlife Act of 1956, that is— 
stimulating the development of a strong, prosperous, and thriving fishery * * * 
industry. 

The Trade Agreement Extension Act will not help us, and no rem- 
edy for our condition is provided in it. 

Mr. Grecory. Thank you, Dr. Chapman. 

The Honorable Charles Dail, mayor of San Diego. Will you iden- 
tify yourself for the record. 

Mayor Dam. Mr. Chairman and members of the committee, I am 
Charles C. Dail, mayor of the city of San Diego. I have been a 
member of the city administration for the last 15 years. 

At this moment, the city of San Diego is holding a death watch 
on an industry that once contributed $16 million a year on payrolls 
to our economy. 

The rapid decline of this failing industry is occurring in the face 

of San Diego’s all-out effort to foster an expansion of diversified 

nondefense industry. Our considerable efforts toward a more bal- 
anced economy have resulted in significant gains; but, these gains 
are rendered meaningless in terms of employ ment and income because 
they are threatened “by the accumulating losses in the tuna-fishing 
industry. 

The tragic fact is that our people must stand by helplessly and 
witness the agony of an important segment of our population because 
the issues which engendered the collapse of the tuna-fishing industry 
and are now continuing to block its recovery are issues beyond and 
above our authority and scope. 

There has been a great mass of expert testimony already made 
available to this committee. A thoroughly searching study of this 
testimony has been made by our city government and its value as a 
basis for drafting corrective legislation cannot be overstated. 

The purpose of my sté itement is not to repeat information which 
this committee already has, but to summarize the official attitude of 
our city government. Also, I would like to point out the impact the 
decline of this industry has had in terms of people, families, homes, 
and their personal treasure. 

At my request, the California State Department of Employment 
has researched the records of the tuna- fishing industry back to the 
year 1948. These simple statistics show the point at which this major 
facet of our economy began to sicken. 

It is interesting to note that 1948 was the peak year, employment- 
wise, for our tuna industry. In that year there were 4,198 persons 
engaged in either fishing or in precessing the product. 
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By comparison with 1957, we find a total employment figure of 
2,462—an actual decline of 1 736 persons. 

I am submitting a table, Mr. Chairman, which I would ask to have 
included in the record. 

The CHarrman. Without objection, that will be included in the 
record. 

(The table referred to follows :) 


Insured employment and reporting units (annual average) in fishing and fish 
canning, 1946-57, San Diego County 


— a 
Fishing Fish can” ing 











Year | Grand 
Numbercf| Average | Numberof} Averae | total 
reportin: | number of | reportirg | n-mte'o 
units | re units employees 
1948. - - diind ubiGesoebenwegesieee Samad 291 1| 1, 411 8 2, 787 4, 198 
DE ns cba kdbuduisten dadds cide saves agent 305 | 1, 520 8 2, 633 4, 153 
1950. os iasinnagihHlambn ene guamuaedel 20 1,715 8 2, 261 3, 976 
BEES Cagis. teint awa dontbibnea cebeee sevuseda 226 | 1, 482 6 1, 412 2, 894 
1952... .. diacaebeks acbiekenaqudsumnde 229 | 1, 568 6 1, 435 3, 003 
Be @ «wei kidbnbGukba tees wiaewaaaenmae 214 | 1, 405 5 1, 437 2, 842 
DPLD cdincblibwnkgpecrariwenbeon dosed 196 | 1, 360 6 1, 518 2, 878 
RL Re ee 215 1, 236 4 1977 2, 213 
As, 3 duis as Chin piste dwouen edad ae deere aeke 201 | 1, 362 5 1, 247 2, 609 
re lan = witlnCianch dnb nahn niin 185 | 1, 244 5 1, 218 2, 462 


1 Labor dispute reduced employment during 4 months. 


Mayor Dat. In the 4 years from 1952 to 1956, total sales of tuna in- 
creased about 34 percent as shown by the Tuna Boat Association’s 
survey. During this same period, production by our domestic com- 
panies declined 10 percent, so we have not participated in the market 
growth. 

No official body is more keenly aware of the import ance of good 
international relations than the city government of San Diego. In 
fact, San Diego is the first west coast city to establish a friendship pact 
with a Japanese city. 

We have just enacted an ordinance creating the San Diego-Yoko- 
hama Friendship Commission so that we can more effectively imple- 
ment President Eisenhower’s people-to-people program. We can clas- 
sify ourselves as knowing and becoming better known to the Japanese 
in these relations which will continue. 

It can be truthfully said this is friendly competition. It is a sub- 
ject I have had the experience of discussing in conference with Japa- 
nese officials. 

In 1952, the United States bait-boat fleet reached a maximum size 
of 44,300 tons. In the same year, 1952, Japan had 290 tuna fishing 
boats totaling 28,100 tons. 

By 1956, Japan had 596 boats with a carrying capacity of 78,500 
tons—an increase of 105 percent in number, 180 percent in capacity. 
The increase alone exceeds our fleet at its total peak capacity. 

The policy of the Japanese Government is that their tuna export 
business must continue to grow. The result is that our domestic in- 
dustry is in direct ¢ ompetition with the Japanese Government. 

This unequal struggle will only end in complete control of the 
United States market ‘by the Japanese industry. 

On October 15, 1957, the San Diego Council adopted Resolution No. 
143439, endorsing the Tuna Import Act of 1958, H. R. 9237, and 
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pledged support of this act. Copies of this resolution have been sub- 
mitted for consideration by our honorable body. 

As of November 1, 1958, the number of boats comprising our tuna 
fleet. dropped to 146, an alltime low for the 10-year period from 1948. 

Prior to the decline in this major industry. these people were re- 
garded as among our most prosperous residents. The boatowners and 
their crews who shared in the catch enjoyed per capita incomes con- 
siderably above the median average in our area. 

Since 1948, many of these prosperous families have either been 
forced out of the industry completely, or they have been required to 
seek employment in less lucrative fields. Such personal readjust- 
ments inevitably are reflected in economic loss, decline in living stand- 
ards, ete. 

On the one hand, our city is a strong proponent of the President’s 
people-to-people program. Iam especially interested in that program 
because it fosters understanding based upon close ties of friendship 
and cultural interchange between the people of Yokohama and San 
Diego. It effectively and increasingly combats the insidious propa- 
ganda beamed to and activated in free countries by the U.S. S. R. 

I believe the exchange of ideas on the cultural, educational and 
trade levels, by the or ganizations I have asked to participate in this 
program, will ac complish direct and lasting good between our coun- 
tries. 

Municipal government is close to the people in New Japan, just 
as it has always been in this country. Yokohama’s ‘Sania ipal Assem- 
bly has just passed a statute with its mayor as titular head of their 
friendship program. And, as I have already mentioned, San Diego 
has pts cr ‘eated a similar commission. 

This San Diego- Yokohama program is now in high gear. I am 
heading a delegation of 10 San Diego citizens going to Yokohama 
early in May to participate in the centennial celebration of the open- 
ing of the port of Yokohama, gateway to the Orient and one of the 
world’s major ports. 

You will recall that this historical event was accomplished by agree- 
ment with our great Admiral Perry in 1858. 

In addition to this activity, I am the chairman of the J apan- Amer- 

‘an Pacific Area Conference of Mayors and Chamber of Commerce 
Pecaiients Its fourth biennial meeting was held in San Diego last 
November. 

It must be remembered that all the prominent cities of Japan have 
eagerly taken part in these conferences and ascribe great importance 
to this relationship. 

This well-established conference, together with international munic- 
ipal organizations such as the San Diego-Yokohama Friendship 
Commission, are doing much to further the interests of world peace 
and understanding. 

At these conferences, the Japanese delegates have repeatedly com- 
plained about the disparity of trade—that their purchases from us 
exceed our purchases from them. 

In Japan, on the occasion of the third biennial conference, I took 
up the plight of our tuna industry and advocated a voluntary quota. 

At that time, I was pointedly reminded that a voluntary quota 
agreed to in 1952, was subsequently broken by our canning industry 
when it requested more tuna after the quota had been reac hed. 








RENEWAL OF TRADE AGREEMENTS ACT 2311 


As a proponent of the people-to-people program, I work for the 
continued widening of our sphere of ates ‘e for promoting interna- 
tional friendship and understanding. On the other hand, I cannot 
ignore our responsibilities to an industry which once provided employ- 
ment for 4,198 in our city, and now employs a mere 2,462. 

Tuna prices have declined, average catches have declined, emplo 
ment has declined, and_ profits of the tuna boats have ‘virtually 
re ared. The statistics for these statements are contained in ma- 

terial already submitted. This diminution of return has been concur- 
rent with r ising costs of operation. 

World War IL is ree ognized as a prime cause of dislocation in the 
tuna industry. Many of its proud clippers were conscripted, together 
with their crews, for use by the United States Navy. When these 
ships were returned to the owners at the end of hostilities, there began 
a period of exceptional prosperity. 

The Japanese tuna fleet had been depleted. Its available shipping 
was required to feed a hungry Japan. Therefore, our domestic pro- 
ducers had little competition for a large and profitable market. 

The fishermen plowed back their earnings into the new vessels to 
keep pace with the then growing market. 

During these years, the United States Government was properly 
trying to rehabilitate an economically exhausted Japan so that she 
would change from a vigorous enemy to a much needed ally. 

By fall, 1951, our canneries were closing, our fleet was tied up 
with frozen tuna on hened and no market. In short, the United States 
tuna industry was grinding to a stop. The vicissitudes of the market 
since that time are fully covered elsewhere. 

It is not my papas nor am I qualified to suggest the solution for 
this distressing problem. 

We believe a reasonable solution, satisfactory to everyone concerned, 
van be achieved by experts in the field of reciprocal trade treaties and 
by your honorable body, the Congress. 

We stand by our official endorsement of the Tuna Fishing Act of 
1958, 

We believe the ultimate correction of existing inequities will be in 
keeping with the new, but vital, traditions of the people-to-people 
program. 

The Cuamman. Thank you, sir. We wish to thank you and your 
associates for your appearance before the committee. 

Are there any questions ? 

Mr. Kine. Mr. Chairman, may I ask unanimous consent to have 
letters inserted in the record at this point, following the ati 
which has just been given by the last 4 witnesses ? 

The Cuamman. Without objection, those letters will be included in 
the record at this point. 

(The letters are as follows :) 

CANNERY WoRKERS & FISHERMEN’S UNION, 


San Diego, Calif., March 8, 1958. 
Hon. Representative Bos WILSON, 


House Office Building, Washington, D. C.. 


DEAR CONGRESSMAN WrLson: There is a considerable degree of confusion 
respecting the relationship of the Reciprocal Trade Agreements Extension Act 


to the problems that the domestic tuna fishing industry have because of tuna 
imports. 
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The plain fact is that there is practically no such relationship. There is 

nothing of real consequence that can be done under the Reciprocal Trade Agree- 
ments Act, or its proposed extension, to affect the tuna import problem. 
_ The reason for this is that tuna has been split into many separate commodity 
classifications under the United States’ law and administrative practice. Some 
of these come within the purview of the Reciprocal Trade Agreements Act; some 
do not. They are quite freely interchangeable at various levels of production. 
Consequently, if an escape clause proceeding results in controls being estab- 
lished over the imports of one of these commodities the imports of tuna simply 
diverts into another class of tuna commodity and still comes in. 

Since the largest commodity (frozen tuna other than albacore) does not come 
within the purview of the Reciprocal Trade Agreements Act, there is no way in 
which the protective features of that act can be brought to bear on the tuna 
import problem. 

Under present United States law governing foreign trade there is no way in 
which the serious injury being done to the domestic tuna fishing industry by 
imports can be remedied through administrative action. The only way in 
which it can be remedied is by specific legislation having national application 
to all forms of tuna imports of the nature of the Tuna Import Act of 1958, 
which Senators Magnuson and Kuchel have introduced in the Senate. 

You and these other legislators who have watched and studied this problem 
are, of course, perfectly aware of these things. However, I believe the bulk of 
the Congress and the persons in the executive branch of the Government deal- 
ing with this problem are not. Since we are having great difficulty securing a 
specific hearing on tuna import legislation before the Committee on Ways and 
Means, because of the enormous weight of business that committee has on its 
docket this session, we have no way of bringing these facts to the attention of 
the Congress and the administration generally. We have prepared the follow- 
ing plain statement of the situation in the hope that you might use it as the 
basis for a statement in the Congressional Record and so aid us in getting our 
story before those who have the power of taking remedial action. 


1. Frozen yellowfin, skipjack and bigeye tuna 


This tuna commodity is the largest by volume imported into the United States. 
It has also been the one which has been growing with greatest rapidity for the 
past 6 years and doing moth damage to the domestic tuna fishing industry. 

This commodity bears no duty or quota. It is not the subject of a trade agree- 
ment. Accordingly, theer is nothing that the executive branch of the Govern- 
ment can do administratively with respect to it. It does not fall within the 
purview of he Reciprocal Trade Agreement Act for these reasons. The United 
States Tariff Commission, accordingly, is not even authorized to make an escape- 
clause investigation with respect to it, much less recommend controls. 

Even this is not a simple commodity. Some of it is imported undressed in the 
round as whole fish. A much larger volume is imported as gilled and gutted 
tuna, which is 12 percent to 15 percent less in weight than whole fish. The 
larger fish are often imported with heads, fins, and tails off which further re 
duced the proportion of the whole fish weight. A growing proportion, especially 
of the larger, less desirable fish, are sent in as frozen fillets or chunks fully 
dressed with all bones, fins, etc., removed thus reducing the oriignal weight of 
the whole fish by at least one-third. 

If a tariff were placed on this form of tuna without adequate safeguards it 
would all come in as filleted fish to reduce both the freight and the tariff. This 
is, of course, why you provided in your Tuna Import Act of 1958 for the tariff 
on this commodity to be calculated on a whole weight basis. 


2. Frozen albacore tuna 


This is the second largest tuna commodity by volume of imports. It has been 
particularly disruptive in this market for the past 2 years because about 15,000 
tons was dumped in this market during 1956 and 1957 at about $125 per ton 
below the cash cost that the tuna exporters had in the product. 

This commodity bears no duty or quota. It is, however, bound on the free 
list in the Japanese Trade Agreement. Consequently, it comes within the pur- 
view of the Reciprocal Trade Agreement Act and its escape-clause proceedings. 

Yet when our albacore producers made application for an escape-clause pro- 
ceedings this past summer their application for hearing was denied by the 
United States Tariff Commission. The grounds for rejection were two: (1) It 
would be extremely difficult to prove that simply a binding on the free list in 
the absence of any tariff reduction or quota enlargement had contributed to 
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the import problem of the domestic tuna producers and, more importantly, (2) 
if the full relief available, a restrictive quota, were imposed it would produce 
no relief for the fishermen’s problem because the albacore would simply come 
in as cooked loins, or cooked disks, or canned tuna in brine, or canned tuna in 
oil. It would still come in. 

The Commission quite bluntly said in effect that there was no relief that they 
could provide for us, that the only relief we could get would be from specific, 
comprehensive tuna legislation. Since they were obviously correct, you and 
Congressmen Utt, King, and Tollefson, and Senators Magnuson and Kuchel 
moved as you did to introduce the Tuna Import Act of 1958. 


38. Tuna canned in brine 


This is the third largest tuna commodity imported by volume and perhaps the 
largest in terms of value. It keeps the entire canned tuna market upset prac- 
tically continually. It is an inferior product and therefore has to sell at 5 cents 
to 8 cents a can less than tuna canned in oil on the retail shelf in order to move 
in commerce against tuna canned in oil. 

The Japanese recognize this last statement to be true. They export canned 
tuna to 20 or 22 countries in the world other than the United States, but they 
export only tuna canned in oil to the other countries and only process canned 
tuna in brine for the United States market. 

The reason this product exists is a loophole in United States tariff law dis- 
covered by them in 1951. This was a basket category: “Fish, canned, other than 
in oil,” included in a trade agreement that had been concluded with Iceland in 
1943. Since Iceland does not and never has produced tuna, this basket category 
had no original application to tuna. But the free traders in the executive branch 
of the Government construed the phrase to include tuna in order to circum- 
vent the tariff on canned tuna of 45 percent ad valorem which had been provided 
by the Congress and Executive action under the first Roosevelt administration. 

Thus, a brandnew artificial tuna commodity entered world trade not by 
demand of consumers but by devious administrative manipulation of the Tariff 
Act and Trade Agreements Act provisions. This industry requested the execu- 
tive branch to eliminate this decision and thus eliminate this commodity from 
the effect of the Icelandic Trade Agreement. It was told that relations were too 
touchy with Iceland to warrant the risk of offending that Government. This 
industry made private investigations in Iceland and found out two things: 
(1) the Icelanders had not the slightest objection to the United States Govern- 
ment taking such action, and (2) the Icelandic Government had so informed 
the Government of the United States. This is typical of the jostling around 
practiced by the executive branch of the United States Government with respect 
to the tuna import problem. 

Finally in 1956 the executive branch of the Government took positive action 
with respect to the control of the imports of tuna canned in brine with con- 
siderable fanfare of press announcements from the White House. Curiously, 
the announcement of this positive action came just in time to be of maximum 
effect with respect to harming the passage of the Fish and Wildlife Act of 1956 
in the Senate, which we were pushing as hard as we could (together with the 
other fisheries of the country) and which the executive was opposing as hard 
as it could. You will remember that in the end we were successful in getting 
that act passed despite this diversion. 

The positive action then taken was that a quota was p'aced on the importation 
of tuna canned in brine in order to aid the domestic tuna fishing industry. There 
were two peculiarities about this action aside from its timing with respect to 
our legislation: (1) the importation of tuna canned in brine had scarcely in- 
creased during the preceding 3 years because the volume of its export to this 
country had been under the careful control of the Japanese Canned Tuna Cartel 
under the supervision of the Japanese Government during those years; and 
(2) the quota put on the commodity was about 30 percent higher than its import 
level had ever reached. The action was farcical. 

The reaction of the Japanese to this “restrictive” quota was typical of their 
reaction to other quotas ; they took it as a goal. 

Since they had never sent such a large volume of canned tuna in brine to the 
United States in any year previous to the establishment of the quota they raised 
their sights so as to completely fill the quota in the first full year after its 
establishment (1957). 

The market for tuna canned in brine went a little sour in the last half of 
1957. Since you people had introduced the Tuna Import Act of 1958 in August 
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of 1957 and worried the Japanese, they did not dare to lower the price by enough 
to move the product. So they simply shipped the last 300,000 cases in without 
market prior to year end and put it in storage. Even with this strenuous and 
uneconomic effort they still did not quite fill the quota (goal). But the result 
of their striving leaves an excess 300,000 cases of this inferior product hanging 
over the market. 


4. Tuna loins 

The complete economic artificiality of the trade in tuna between the United 
States and Japan is further illustrated by the new commodity called loins. 
Tuna loins are the pure meat sections of the fish which are all trimmed, scraped 
free of skin and waste, cooked, and all ready for cutting into sections long enough 
to fit into the can. To illustrate the stage of this in the canning process it may 
be stated that in an American tuna cannery well over three-fourths of the labor 
force is engaged in bringing the tuna to this production level. 

If the Japanese could not send their tuna in canned, this was about the next 
best thing. They saved nearly the maximum possible in the way of freight 
because nothing was shipped except meat ready for canning. The product came 
near to maximizing their cheap labor advantage by giving them three-fourths 
of the canning labor in Japan. It almost completely eliminated the reject prob- 
lem because the cooked meat could be inspected in Japan prior to shipment. 
The expensive tinplate for cans, which called for material that had to be 
imported into Japan, was eliminated. 

Furthermore, the executive branch of the United States Government once more 
had a convenient “basket” category in the Tariff Act in which this new commod- 
ity could be fitted at a tariff rate so nominal as to be inconsequential. 

You will note that this is a totally separate commodity under United States 
law and that it is composed indiscriminately of yellowfin, skipjack, albacore, 
bigeye, or any other tuna at the desire of the Japanese. This is another reason 
why the United States Tariff Commission’s refusal last fall to undertake the 
escape-clause proceedings on frozen albacore requested by our albacore produc- 
ers was the only commonsense thing to do. Had they put a complete embargo 
on frozen albacore as a result of such a proceedings it would have had precisely 
no effect on the trade in tuna between Japan and the United States. The 
Japanese could have switched their entire frozen-albacore production into the 
tuna-loin commodity classification and could probably have made a larger net 
dollar by doing it this way. 

This is almost a perfect commodity form for the Japanese to use to ship all 
of their tuna to the United States. As the Japanese pointed out in the Nikkan 
Suisan Tsushin for July 1957, a copy of which translation was sent to you last 
fall: “Instead of exporting frozen round tuna, since we can add processing 
charges, it would be profitable for us and for United States packers by doing 
away with high labor costs.” This meant to process canned goods in the United 
States with cheap Japanese labor. 

While the product had almost economic perfection it held political difficulties 
in the United States for the Japanese. By keeping the imports of canned tuna 
into the United States almost level for 4 years the J'apanese believed the large 
American tuna canhery worker unions had been lulled to sleep. These workers, 
the Japanese felt, were not particularly excited about frozen tuna imports be- 
cause they got the same pay for canning them as they did for canning the 
product of American tuna producers. So long as canned tuna imports did not 
rise too rapidly their ox was not badly gored. But loins would eliminate 
three-fourths of the work, and at the same time, reduce the working force by 
the same amount. 

The Japanese met this problem quite practically. Since 90 percent of America 
tuna cannery labor works in California, the tuna cartel took steps which was 
tantamount to prohibiting the shipment of cooked tuna loins to California can- 
ners. What the California cannery workers did not know about they would not 
complain about. The problem was to keep the California cannery workers from 
joining hands politically with west coast tuna fishermen to seek legislation 
regulating tuna imports. 

This seemed to be a perfectly practical solution. They sent the product to 
salmon canners in the Northwest, to fruit and vegetable canners on the east 
coast, to Puerto Rico, and set about laying plans with a big California and large 
Pacific Northwest canner to establish canneries for this product in Massachu- 
setts. Naturally the workers in these two large packers’ plants on the west 
coast were not to know of these plans which would put them out of work. 
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However, they came a cropper which has destroyed this project for the time 
being. There was such a glut of albacore in Japan in June 1957 that the price 
fell to very low levels. The excess was made into loins. In the fall of 1957 the 
Japanese cut the price of loins $100 per ton arbitrarily to move the product. 
The boycott of loin sales to California canners stayed in effect. The immediate 
effect of this action was pandemonium among their California customers for 
frozen tuna because the non-California customers who were getting loins had a 
much lower raw material cost per case than they had and the two classes of 
customers were selling the finished product, tuna canned in oil, in the same 
American markets. 

The complaints from the California canners who were also large customers 
were so vigorous and persuasive that the Japanese responded by restoring the 
$100 per ton cut they had made on loins to their non-California canner cus- 
tomers. This only had the result of making the non-California customers as 
irritated as the California customers. 

The upshot of all this was that all of their canner customers, both Californian 
and non-Californian, testified before the United States Tariff Commission in 
December that tuna loins was an evil product and its export to the United 
States should be halted. 

I am told several of these customers made representations to the Department 
of State and the Japanese Embassy also while they were in Washington. Since 
these were the American allies which the Department of State and the Japanese 
Embassy have always depended upon to influence and confuse California legis- 
lators so they would not push for tuna import legislation hard enough to get 
it passed, something obviously had to be done. 

What has been done is that the export of tuna loins to the United States 
has almost completely been stopped by the Japanese tuna cartel, not willingly 
but upon explicit instructions of the Japanese Government, not permanently, but 
until this trade-conscious Congress has adjourned and gone home. 

All of this has been most embarrassing to all hands. For quite a while it was 
difficult to know who were friends and who were foes. Such a thing had not 
happened since the great peace treaty of 1953 between the Japanese tuna in- 
dustry and the California canners. Now the very lucrative trade in loins has 
been stopped and there is costly machinery and facilities idle in Japan. The 
doublecross of the cannery workers of the two big west coast tuna canners 
who were going to put in loin-canning plants in Massachusetts got brought out 
in the open. Their representations to Massachusett’s legislators to oppose the 
passage of your Tuna Import Act of 1958 for this reason has gone a little sour 
because that act, it seems, is now beginning to look considerably more like 
wise legislation to those two. Besides the high seas fisheries of Massachusetts 
have been almost eliminated also by subsidized imports and those legislators 
were apparently not much impressed. 

Looking over the whole tuna-loin problem, we find then that tuna loins have 
turned out to be a kind of nasty and messy subject that people in the tuna in- 
dustry both in Japan and the United States would rather you didn’t talk about 
too much just now until everybody finds out what side of what fence everybody 
is on again. For a while there you couldn’t even find the fences. 


5. Tuna canned in oil 

Tuna canned in oil is the big sleeper in the tuna trade. This is the ace the 
Japanese have in the hole and they are being very quiet about it. 

This is the normal way in which tuna is canned and sold in the world. There 
were in the neighborhood of 18 million standard cases of tuna canned and sold 
in the world last year, of which a little more than 16 million cases were tuna 
canned in oil. If it were not for the above noted loophole in American tariff 
laws all of the canned tuna sold in the world would be tuna canned in oil and 
there would be no such product as tuna canned in brine. 

This was the product with which the Japanese in their innocence and ig- 
norance broke the United States tuna market in 1950, having been led a little 
astray by the Department of State folks. This produced very sharp political 
repercussions in the United States Congress in 1951 and nearly produced tuna 
import legislation there in 1952. The Japanese and the Department of State 
got the scare of their lives when this legislation came so near to passin: the 
Senate. It was finally defeated only after the State Department made an 
all-out campaign to secure its defeat by a meager half-dozen votes. , 

The Japanese fingers were burned on this product and they have played it 
down since that time. The Japanese canned tuna cartel has very strict pro- 
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hibitions on the export of tuna canned in oil to the United States beyond a 
nominal few thousand cases per year. 

There is no quota on this commodity under United States trade law as there 
is on tuna canned in brine. The duty on this commodity was 45 percent ad 
valorem until the conclusion of the trade agreement with Japan which became 
effective in 1956. Under this agreement the tariff was reduced to 35 percent. 
This was not supposed to have resulted in any increase in the volume of tuna 
in oil exports to the United States because this was under strict control of the 
tuna cartel, and the tuna cartel was under the strict control of the Japanese 
Government, and the word was to lay off of tuna canned in oil. 

But things have transpired in Japan during 1957 and early 1958 in the trade 
in tuna canned in oil that have been almost as embarrassing as the things which 
happened in the tuna-loin trade. 

In early 1957 the Japanese frozen tuna cartel had 15,000 tons of frozen alba- 
core in warehouse in Japan on which it was certain to lose more than $100 per 
ton. We had an antidumping action working in the United States Department 
of the Treasury, which you remember. Of course, the Treasury decided against 
us but it took them several months to find a legally defensible reason why 
dumping 15,000 tons of frozen albacore on a prostrate industry here at $125 
per ton below the cost of producing it was not dumping. Because of this the 
frozen tuna exporters had no money to buy winter albacore with, and besides 
they had been burned so badly on the previous summer’s albacore catch that 
they were by now twice as cautious. 

As a consequence the Japanese canners got all of the winter catch for them- 
selves instead of their normal 50 percent. From this they put up their entire 
quota of canned albacore for 1957. 

But even the ocean was stubborn and refused to assist in solving the dilemma 
the Japanese created last year. The biggest albacore catches in history were 
made in the last half of May and during June. The Japanese canners had been 
buying albacore at $260 per ton during the winter. Since they had put up their 
whole quota they were not in the market when the big run hit in the summer. 
There was nobody for the fishermen to sell to except the members of the frozen 
tuna cartel. That cartel decided to get well from their previous year’s wounds 
at the expense of the Japanese tuna fishermen. They all refused to buy before 
the price came down to $190 per ton. But the price did not stop there. The 
fish kept pouring in and the price kept falling, first to $160 per ton, then $130 
per ton, then during the height of the run to $120 per ton, and finally toward 
the end of June there was all the albacore you wanted at $100 per ton, and on a 
good day even $90, which was no higher than the price of good shark. 

At about $120 per ton the Japanese canners came back into the market. They 
had to in order to protect their average inventory cost. So they put up some- 
thing more than 1 million cases of canned tuna over and above their quota. Ina 
business like the Japanese tuna business that is under strict monopoly control, 
and everybody has to work on strict quotas, a million extra cases over quota is a 
very embarrassing quantity of tuna. It can’t be eaten, hidden, or ignored, it is 
there and there is a lot of working capital tied up in it even if the fish price was 
ridiculously low. 

As a matter of fact the cheap price of the fish turned out to be the most embar- 
rassing part of the whole business. It costs about 75 cents per case more to can 
tuna in oil in Japan than to can it in brine because the oil in the case is worth 
75 cents more than water and that is the only difference in the process. But 
along in July the f. o. b. Tokyo price of tuna canned in oil began to go below that 
of tuna canned in brine. This meant that the boys who had canned cheap fish 
in oil over quota were beginning to liberate their working capital from inven- 
tory. This was a mess. 

The price of tuna in brine was about $9 per case f. o. b. Tokyo. This eased 
down 75 cents per case finally to meet the competition in the United States mar- 
ket. But the price of tuna canned in oil kept right on slipping until you could 
get all the fancy pack in oil you could handle at $5 to $5.30 per case f. o. b. 
Tokyo. As a matter of fact a big order to the Philippines went at $4.93 per 
case. 

Since this was prohibited from being sent to the United States by the regu- 
lations of the Tokyo canned tuna cartel it should not have caused any trouble 
here, but $3 or $4 per case is quite a pressure even for Government regulations 
to successfully dam up, especially when the banks were pressing the Japanese 
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eanners to liquidate their overbuilt inventories. Accordingly, shipments desig- 
nated for Rotterdam, Canada, and elsewhere, kept turning up in New York 
and Boston to the great embarrassment of the Japanese. 

The first embarrassment was that the internal fight in Japan between the 
Kansai and the Kanto boys came out into the open. The Kanto firms are those 
in the vicinity of Tokyo. They run the Government, the Government runs the 
cartels, and everybody is happy. The Kansai firms are those around Osaka, 
Kobe, and Kyoto. They have not liked the Kanto people so well since they 
physically stole the Federal Government from the Kansai area a couple of 
hundred years ago. 

But the Kansai firms are enterprising. They are heavy in textile manufac- 
turing. To make textiles you have to have cotton. To get cotton you have to 
have dollars or pound sterling. These you can get with tuna. So the Kansai 
firms have been muscling into the tuna business pretty lively the past 2 years. 
There they found the twin tuna cartels managed by the Kanto firms and with 
the quotas already fully used up by the Kanto firms. 

It has been canned tuna in oil from the Kansai firms that kept leaking around 
the regulations into New York and Boston for the past 8 months. The Kanto 
firms now appear to have the situation well in hand again, but one never knows 
for sure. Those Kansai lads are the sly ones. 

The second embarrassment was that the tuna canned in oil imports to the 
United States almost doubled over the previous year at prices that said plainly 
to the American canners that 35 percent tariff was not much of a barrier. 

The third embarrassment was that the Canadian Government began protest- 
ing the dumping of canned tuna into their country below cost and the Japanese 
have temporarily retreated to the point of abandoning the Canadian market 
entirely so as not to jeopardize the much more valuable United States market. 

The fourth embarrassment has been the loss of their Peruvian ally. In 1952, 
through a firm which did business in both Japan and Peru, it was possible to 
generate so much pressure in the Congress against our tuna tariff bill of that 
date in Latin American countries that on one day a half dozen ambassadors 
from Latin American countries called together on the United States Secretary 
of State making all sorts of dire threats as to what would happen if that tuna 
import bill passed. 

This year the Peruvians are strictly on our side. The reason for this is 
simple. The Peruvian fishing industry makes its living from canning bonito. 
Half or more of its product goes to England and West Europe, the rest to the 
United States. In England and West Europe it sells as tuna; in the United 
States as bonito. This year the Japanese have been offering and selling fancy 
pack white meat tuna in oil to Europe for $5 to $5.35 per case f. 0. b. Tokyo. 
This is below the cost per case of production of canned bonito in Peru. Fur- 
thermore the Japanese activities with tuna in brine have cut into the market 
for canned bonito in the United States. 

For this reason about 80 percent of the canneries in Peru are closed at the 
height of their bonito season. For this reason the Peruvian fishing industry 
instead of opposing us before the Congress this year is fully aware of our prob- 
lem and that it must be solved. This, no doubt, has been quite a disappointment 
to some of the boys in our Department of State. 

6. Tuna disks 

There is another tuna commodity still. It is tuna which has actually been 
canned and cooked in Japan, taken out of the can, and shipped to the United 
States. Here it, like tuna loins, has found one of the famous “basket” categor- 
ies to fit into in United States tariff laws so that it can enter at a nominal duty. 

This is the perfect product. Nearly all labor is Japanese. Freight is at a 
minimum. No expensive cans or oil are needed. The tariff is nominal. You can 
set up a tuna cannery in your basement. All you need are some cans, lids, 
oil, and a retort. 

The only trouble is that the technology of the matter is not quite worked out 
yet. The United States Food and Drug Administration has condemned several 
packs made from it as being unfit for human consumption. However, this is a 
temporary matter and the technology of this product stands about where the 
technology of tuna loins did 2 years ago when the Food and Drug Administration 
was condemning packs made from them. Tuna loins is now a perfertly satis- 
factory product with the Food and Drug Administration. 
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So we have six separate tuna commodities entering the United States from 
abroad: 

Frozen tuna other than albacore. 
Frozen albacore. 

Tuna canned in brine. 

Cooked tuna loins. 

Tuna canned in oil. 

. Cooked tuna discs. 

It is quite possible to fractionate this problem further but the Japanese and 
the Department of State have not found this to be necessary yet. 

All of these products are pretty interchangeable at several different levels. 
For instance: 

1. Frozen albacore if canned chunk style passes quite readily and inter- 
changeably as light meat or white meat tuna and has done so as much as 500,000 
to 700,000 cases per year. 

2. For the last 6 months of 1957 you could buy frozen yellowfin at $220 per ton 
f. o. b., Tokyo, if you would take an equal amount of frozen albacore at $270 per 
ton. The exporter was losing about $40 per ton on the yellowfin, but he was 
making about $80 per ton on the albacore, thanks to the price structure rigged by 
the cartel, so it was a deal and you could buy as much as you wanted. Van Camp’s 
bought 3,500 tons of it in early December. Their purchases of domestic tuna 
during January and February have been 3,900 tons less than during those 2 
months of 1957. 

3. Profits on yellowfin counter the losses on albacore for Japanese tuna vessels, 
and vice versa, because the same vessels fish for both kinds of fish there. 

4. High prices (and profits) on fresh tuna at ex-vessel prices running as high 
as $1,500 to $2,000 per ton can be had customarily in Tokyo in the early winter. 
These prices help the Japanese fishermen to sell cheap in the summer and knock 
our market out. But we cannot sell in his winter market. Not only are the 
Japanese tariffs on tuna imports prohibitive but there is an absolute embargo. 
You can’t send fish into Japan without an import permit, and they are not 
available. We know. We have inquired of the Japanese Government. 

5. Van Camp can take the excess profits from their low-priced Japanese fish 
and native canning labor in Samoa and use it to cut canned tuna prices in any 
given major city in the United States wherein lies a market for tuna. 

6. If the price of yellowfin to American fishermen goes down so does the price 
of albacore, and vice versa. 

To make a long story short, the money and the fish are freely interchangeable 
among all of these six commodity forms, each of which has a different status 
with respect to the Reciprocal Trade Agreements Act. For this reason, that act 
cannot do anything to mititgate this industry’s problems. The extension of it, 
however, would leave the State Department a free hand to further give away the 
American tuna industry, at future negotiations, if specific legislation to prevent 
it is not forthcoming. 

Our problem cannot be handled by administrative methods; it can be handled 
only by specific legislation. If we cannot get a public hearing, we cannot get 
specific legislation. 

We are in a bad way because now even the legislative process of Government 
is closed to us because we cannot get a hearing. The Tariff Commission plainly 
told us last fall the administrative process of Government is closed to us. We 
have no way to turn. If you can help make our case better known to Congress- 
men not acquainted with this problem, we will be obligated and grateful. 

Sincerely and respectfully, 


A SUe Oh 


LESTER BALINGER, 
Secretary-Treasurer. 


NOVEMBER 8, 1957. 
LEONARD R. LINSENMAYER, 


Associate Director, Office of International Labor Affairs, 
United States Department of Labor, Washington, D.C. 

Dear Sir: In the course of our conversation, while I was in Washington a 
few weeks ago, I promised to give you a brief history of the tuna fishing industry 
in the postwar years, an analysis of the economic difficulties of the industry. 
their origins, and what I feel might be done in a practical manner to arrest the 
decline of this industry and direct it toward «a normal health growth consistent 
with the progress of the general economy of the Nation. This follows: 
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World War II was a disruptive force of major importance to our industry as 
well as to others. Most of our long-range tuna clippers were enlisted by the 
Navy for service in the South Pacific theater. In many instances the crews went 
with the vessels because of the nature of the emergency and were enlisted later. 
This class of vessel proved to be so useful to the Navy in the far reaches of the 
Pacific that it built 28 for its own use during the war (they were called YP’s) 
besides those of our own that had been conscripted. 

At the end of the Pacific war the vessels taken by the Navy, except those lost 
in action, were returned to their owners and the YP’s were soon declared surplus 
and made their way into our fleet. The skilled personnel returned with the 
vessels and the productive capabilities of this fleet grew rapidly between 1945 
and 1949 from these causes. 

The market for canned tuna in the United States grew more rapidly during 
these years than did the productive capabilities of the fleet. You will remember 
that there was a general shortage of protein food in the world during the imme- 
diate postwar years and that this was also true in the United States. With the 
release of the economy from price-control restrictions, prices of scarcer com- 
modities increased substantially and generally. This was true of tuna at the 
ex-vessel frozen tuna level, the wholesale canned tuna level, and at the retail 
canned tuna level. This created general prosperity among the canners, boat- 
owners, and fishermen, as it did in the general economy 

The fishermen plowed back the earnings of these prosperous years, formed 
partnerships and became boatowners, this creating more jobs for fishermen. The 
long range tuna clippers have always been substantially owned by the men who 
operate them, rather than by the canners who buy their catches, for the simple 
economic reason that owner-operated vessels produce tuna at a cheaper cost per 
ton of production than do clippers manned by hired crews. The prosperous con- 
dition of the fishery continued through 1949, 1950, and into early 1951. The 
fishermen kept plowing their earnings back into new vessels and the fleet grew 
as it tried to keep pace with the growing market. As a matter of fact the fleet 
centinued to grow through 1951 and into early 1952 even after the economy of 
the fleet received a severe setback in 1951, for the reason that it takes from 9 to 
18 months to complete a tuna clipper from the time that a building contract is let. 

A tabulation of the number of vessels in the fleet and their combined carrying 
capacity for each year from 1947 to date is given in appendix 1. The estimated 
consumption of canned tuna in the United States from 1947 to date is given in 
appendix 2. 

One of the reasons for this postwar prosperity in the industry was that the 
tuna fleet of Japan had been substantially destroyed in the last months of the 
Pacific war and there was little or no competition in this market. This situation 
was altered as rapidly as possible by the United States Government in the post- 
war years—in the first instance to provide food for a hungry Japan and in the 
second instance to earn dollar exchange for an economically exhausted Japan 
which was turning from being a vigorous enemy to being a badly needed ally. 

Until 1948 all of the product of the rapidly expanding Japanese tuna fleet was 
needed to feed Japan. In that year SCAP permitted a small export of tuna to 
the United States and in 1949 a larger amount. By 1950 the Japanese tuna 
industry had recovered its prewar productive capabilities and was prepared to 
reestablish its position in the United States canned tuna market. 

The tariff situation in which it found itself in 1950 was much better than it 
had been in 1941. In 1943 the 45 percent tariff on tuna canned in oil—then the 
only tuna commodity in world trade in a substantial volume—was cut to 22% 
percent ad valorem in a trade agreement concluded with Mexico, although Mexico 
had never been a substantial supplier of tuna to this market nor did it become 
so by reason of the concession thus made to it. 

The American industry was keeping close watch on the growing industry in 
Japan. In late 1948, during 1949 and early 1950, we, along with other parts of 
the industry, made numerous representations to the Department of State, the 
Committee for Reciprocity Information, and other instrumentalities of the trade 
agreement machinery of the Government to return to us some part of the pro- 
tection we required to compete with the cheap labor of the Japanese. 

In mid-1950 the tuna fishing industry received the most vicious and cruel 
blow it has yet had from the executive. In the late spring Mexico gave notice 
that it was abrogating its trade agreement with the United States. The causes 
of abrogation were not related to tuna because Mexico has never been interested 
in its inconsequential trade in tuna. But the effects were momentous to the 
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tuna trade. At the date which abrogation took effect the tariff on tuna canned 
in oil would revert automatically from 221% to 45 percent ad valorem. 

Our Government had the choice, within a range of months, of when the new 
duties would come into effect as a result of the abrogation. The tuna industry 
made most desperate representations to the Department of State to make the 
duty changes effective at the same date as the abrogation was announced, for 
the simple reason that the Japanese would dump all of the tuna on this market 
they could get in to the can as soon as they learned of the new duty rate so as 
to get there in advance of the new duty. 

The result of our representations was that the Department of State, com- 
pletely and deliberately ignored our pleas and chose dates which brought a 
maximum amount of damage to the United States tuna industry. Mexico 
abrogated the trade agreement in June 1950 and the Department of State an- 
nounced that the new duty rates brought about by this action would be effective 
on January 1, 1951. 

The consequences of this action were even greater than the industry had 
anticipated. The Japanese dumped about 1,500,000 cases of tuna on this market 
during that 6-month period. In terms of processed weight the size of this 
shock can be measured by the following statistics. The average annual im- 
portation of canned tuna in the years 1981-40 was 8,060,800 pounds. The highest 
for a prewar year (1933) was 14,382,100 pounds. In 1948 it was 8,289,400 
pounds and in 1949, 4,504,900 pounds. But in 1950 it was 36,409,500 pounds. 
Almost al! of this came in during the last 6 months of 1950. It came in a 
pellmesh dash to beat the January 1 dateline. Not only was it dumped in an 
indiscriminate manner but most came in through brokers and importers in- 
experienced in the tuna trade who dumped it into the wholesale channels as 
rapidly as they could. 

The effect of this dumping hit the market with full impact in mid-1951 and 
by the early fall our canneries were closing, our fleet was being tied up with 
its frozen tuna on board with no market in which it could be sold, and the 
United States tuna industry was grinding to an abrupt halt which ran on for 
the rest of 1951 and into 1952. 

The full effect of this act by the Department of State in mid-1950 has still 
not left this industry. But from that date to this the Department of State 
has used every weapon in its arsenal to prevent us from recovering from the 
blow. It has opposed every proposal we have made to the Congress or to the 
Executive. Its counterproposals have been designed to be of no benefit to the 
domestic industry whatsoever. It has, on the other hand, we believe, used 
every office it could to encourage the Japanese in increasing their tuna shipments 
to this country. It is opposing us at this moment of writing and is, by doing 
so, aiding the Japanese. 

The crisis was so acute in this west coast industry in 1951 that a number of 
west coast Congressmen submitted a variety of bills aimed at Correcting the 
situation. The House Ways and Means Committee established a special tuna 
subcommittee which held hearings. The Department of State opposed all of 
the permanent corrective legislation before the committee. It had to admit that 
there was a serious crisis in the domestic industry. But it took the view that this 
was transitory and that the industry would adjust to the new situation without 
serious injury. 

In spite of this the Ways and Means Committee reported out a bill which 
would have done 2 things (1) establish a 3 cents per pound tariff on frozen 
tuna until March 31, 1953, and (2) direct the United States Tariff Commission 
and the Secretary of the Interior to make comprehensive studies of the com- 
petitive status of the domestic tuna industry and report their findings to the 
Congress before that date so that the Congress could properly formulate per- 
manent legislation. 

This bill was passed by the House in the closing days of the 1951 session to 
the considerable surprise of the opposition. I believe it was the first legislation 
in nearly 30 years imposing a tariff increase which had been reported by the 
Ways and Means Committee and passed by the House. Had it got to the Senate 
floor during that session, it no doubt would have been enacted. The days were 
so few to recess time that the opposition was able to block this by getting the 
Senate Finance Committee to insist upon hearings, for which there was not time 
before the recess. The upshot was that the bill held over to the second session, 
but Senator George, chairman of the Senate Finance Committee promised us 
early hearings. 

At the beginning of the new session the opponents of the bill attempted to 
postpone hearings before Finance. They were successful for a time, but in late 
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March, Senator George fulfilled his commitment and held hearings. At the 
hearings and afterward the opponents at first worked for an unfavorable report 
and then shifted to recommending import quota legislation which at that time 
was anathema to it and the majority of the Ways and Means Committee. Obvi- 
ously the tactics were to get a bill reported out of the Senate Finance Commit- 
tee which would have to go back to the House for its reconsideration in the 
hopes that the session would end before passage. We were at last able to pre- 
vail upon the Senate Finance Committee to report out unchanged the bill which 
the House had passed. 

The Department then attempted to prevent the bill being brought to the floor 
of the Senate but we were able to convince the leadership to bring it up late 
in the session. The Department turned the full force of its lobbying activity, 
which is formidable, loose against the bill. After full debate in the Senate a 
voice vote was taken. The issue was so close that yeas and nays were called 
for. This favored the Department because we had been told by a few Senators 
that on a voice vote they would be with us but on a record vote they would have 
to oppose because of administration (then Democratic) request. The upshot 
was the loss of the bill in the Senate by a few votes. 

However, Senator George and the Finance Committee did pass a resolution 
instructing the United States Tariff Commission to make a full study of the 
competitive status of the domestic tuna industry. The six west coast Senators 
jointly requested the Secretary of the Interior to make the study the bill re- 
quested. In both cases competent investigations were made and reports made 
to the Congress. As a matter of fact, I have been told that the report made 
by the Department of the Interior was felt to be so competent that its authors 
were awarded a prize. However, nothing ever came from the reports. None 
of the recommendations made were put into effect or further considered after 
being made. 

From the dumping of canned tuna in the last half of 1950 and the legislative 
efforts of 1951 an 1952 arose a number of lines of activity in the tuna trade which 
have importantly affected it and which may best be considered under separate 
headings. 


1. Voluntary quotas 


The Japanese during 1952 became so disturbed by the successful trend of the 
tuna producers legislative efforts that the Japanese Government imposed vol- 
untary quotas and check prices on tuna exports to the United States. The pur- 
pose was quite frankly to effect the defeat of the legislation, which it successfully 
did. 

This action had residual effects, however, which were beneficial to the tuna 
trade in the United States during the later half of 1952 and 1953 in that they 
brought a degree of stability to the market here and temporarily eased the 
distress of the American tuna producer and permitted the ex-vessel price to 
increase here. 

These results were only temporary, however, because they set up stresses 
within the Japanese tuna industry which resulted in the eventual disintegration 
of the controls during 1954, 1955, and 1956. Japanese canners and the Japanese 
frozen tuna exporters bidding against each other for tuna in Japan to send here 
alternately caused high and then low prices to the Japanese fishermen, then 
alternately created high and low prices for the frozen tuna being sent here, then 
high profits followed by gluts and losses were experienced first by the frozen 
tuna exporter and then by the Japanese exporters of canned tuna. 

The consequences of these stresses and strains in Japan were that the volun- 
tary, unilateral controls broke down by late 1953 and during 1954, 1955, and 1956 
the voluntary quotas became more like achievement goals, which were changed 
as the occasion required, then restrictive machinery on trade, and the voluntary 
price controls were more noted by their breach than by their performance. The 
consequences of these movements on this market, however, has been to keep it 
continually upset both as to price and volume and to continually increase the 
volume of frozen tuna sent here during this period. 

Our Government has quite consistently refused to take cognizance of this 
situation or make representations to the Japanese Government with respect 
thereto, although the mechanisms which the Japanese have used to restrain and 
cuntrol the trade in tuna in this country clearly come within the purview of 
article 18 of the Treaty of Friendship, Commerce and Navigation between the 
United States and Japan. 
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2. Tuna in brine 


During 1951 the Japanese learned that if the oil were left out of canned tuna 
and plain water added to the can in its stead the product came within the tariff 
category “fish, canned, other than in oil”. Prior to this time this basket category 
had contained antipasto, smoked pollock, and other oddities of the fish trade 
which were of nominal volume in the import trade. However, during 19438 the 
tariff on this basket category had been decreased to 12% percent ad valorem 
under the trade agreement with Iceland. 

Iceland does not produce tuna. They do not occur in those cold northern 
waters. Iceland had not considered that tuna had been included in its trade 
agreement, nor had the Department of State which had been at the same time 
negotiating the tariff on canned tuna downward in the trade agreement with 
Mexico. Nevertheless the Department of State allowed that this basket cate- 
gory did contain tuna. Therefore the Japanese could and do export canned 
tuna to the United States at 12% percent instead of 45 percent by the simple 
expedient of adding water instead of oil to the can before retorting. 

Thus a new commodity was created in trade by an administrative decision 
under the Tariff Act of 1980, as amended. It was a poor product but so long as 
it sells on the retail shelf at 5 to 6 cents per can less than tuna canned in oil, 
it will sell against it. Since the duty is so much lower, and since the water in 
the case is about $1 per case cheaper than the salad oil would be in Japan, 
it can and does sell profitable. That it is a poor product is signified not only 
by the fact that it has to sell so much cheaper than tuna in oil to move off the 
shelf, but that Japan sends tuna in brine only to the United States. To the 
twenty-odd other countries to which she exports canned tuna she sends only 
tuna canned in oil. Japan will not risk damaging its canned tuna market in 
these other countries by exporting such a poor product. 

This cheap product has tended consistently since its entry on the market in 
1951 to drag down and fluctuate the price of canned tuna in the United States. 

The industry sought aid from Treasury and State as this newly created com- 
modity increasingly disturbed the market. State at first said that it could 
not take the matter up with Iceland for fear of offending that ally. Private 
inquiry by the industry, I am told, showed that Iceland would be quite willing to 
have the United States invoke the escape clause in their trade agreement with 
respect to this commodity. Finally the Department of State made the same in- 
quiry through diplomatic channels and got the same answer. 

However, the Department of State even then for more than a year would 
not invoke the escape clause in the Icelandic trade agreement and remove tuna 
in brine from its effect. It did so only after tuna in brine had been bound at 
12% percent ad valorem in 1955 under the newly negotiated trade agreement 
with Japan. 

At the same time the Department of State announced, in one of its many press 
releases, that it not only had removed tuna in brine from the Icelandic trade 
agreement for the aid of the domestic industry but has established a quota for 
it of 20 percent of apparent annual consumption of canned tuna in the United 
States. Any tuna in brine imported above that amount in any year would bear a 
duty of 25 percent ad valorem. 

The complete ineffectiveness of this action is reflected by the fact that tuna 
in brine from its effects. It did so only after tuna in brine had been bound at 
tion of canned tuna in the United States nor is such a product ever likely so to 
do. Furthermore if the tariff on tuna in brine were 25 percent ad valorem as 
against 35 percent for tuna in oil, it is our opinion that tuna in brine would 
disappear as a commodity from world commerce. 


8. Growth of the Japanese long-range tuna fleet 


In 1952 the Japanese decided to increase their long-range tuna fleet. Accord- 
ingly, the special balance law was passed by the Diet which subsidized the 
construction of large-sized long-range tuna vessels. It was a temporary law, 
expiring in 1956. It was a law which substantially altered the balances of the 
tuna trade between Japan and the United States, affected the whole world trade 
in tuna, and in fact created a world tuna trade, world tuna market, and world 
tuna prices. 

Inder the stimulus of this temporary subsidy law the Japanese built a new 
long-range tuna fleet which increased the number of vessels in the category of 
100 gross tons and over from 272 up to 567, which is an increase of 109 percent, 
and increased the carrying capacity of that long-range fleet from 24,428 tons to 
70,873 tons, which is an increase of 190 percent. 
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Our own tuna clipper fleet at the end of 1956 has been reduced to 153 vessels 
with a carrying capacity of 35,035 tons. Thus in 4 years’ time, under subsidy of 
the Japanese Government, the Japanese tuna fishing industry built an entirely 
new fleet which increased their long-range fleet by considerably more than the 
size of our total fleet. 

With this new fleet the Japanese have penetrated the tropical and subtropical 
oceans of the world. First they expanded throughout the Pacific, then in 1953 
to 1955 they expanded throughout the tropical and subtropical Indian Ocean. 
At last in 1956 they entered the Atlantic Ocean and in the last 12 months have 
extended their tuna fishery throughout the tropical and subtropical Atlantic. 

The expansion of the Japanese tuna fleet as to size and as to area of operation 
was accompanied by the formation of the Japanese Overseas Fisheries Develop- 
ment Association financed by the Japanese Government so that the full diplo- 
matic effort of the Foreign Office, technical effort of the Ministry of Agriculture 
and Forestry, and trade effort of the Ministry of International Trade and Indus- 
try could be combined behind the expansion of the Japanese tuna fishery to 
dominance in the world tuna fishing areas and world tuna sales centers. 

Under this agency trade agents are kept in residence on both the east and west 
coasts of the United States; concessions to operate tuna vessels out of Cuba have 
been obtained; concessions to settle fishing families in the Dominican Republic 
have been secured ; bases at Bermuda with free port privileges for transshipment 
of Atlantic tuna catches to the United States are under negotiation; rights to 
operate vessels out of Brazil, including fueling, freezing, provisioning, and sale 
of product have been obtained and are being exploited ; trade representatives are 
in permanent residence in Italy to sell the product of the New Atlantic fisheries ; 
joint fishing companies have been established in Iran, Iraq, and Pakistan which 
permit the use of Japanese flag vessels out of ports of those countries; the use of 
a base for long-range vessels at Hombassa is under negotiation; basing, fueling, 
and transshipment of catch rights for vessels have been obtained at Singapore; 
a base capable of handling 100 tuna vessels and freezing and shipping their 
eatches is under construction on the west coast of Thailand; a joint American, 
British, and Japanese tuna producing company has been established in the New 
Hebrides under agreement between Japan and Great Britain; fishing rights for 
tuna vessels have been obtained and are being exercised in American Samoa by 
another one of the Executive decisions that always seem to go against the welfare 
of the domestic industry in the United States; basing right for Japanese vessels 
have been obtained in Chile; similar rights are under negotiation in Peru, Ecua- 
dor, Venezuela, and Mexico; and an exploratory Japanese tuna-fishing vessel is 
working out of Tahiti through French Oceania by arrangement with France. 

While this expansion of fleet, working area, and basing privileges has not yet 
come to an end the results already obtained have been formidable. Those long 
line vessels catch mostly yellowfin and bigeye tuna. 

The catch of these two kinds of tuna has risen in Japan in recent years in this 
fashion : 
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As the eatch of these kinds of tuna have risen in Japan their export to the 
United States has risen in this fashion: 
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1 Estimated. 
2 Japanese Government figures. 
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This heavily subsidized expansion of fleet, production, and export of yellowfin 
tuna is not comparable with any activity of the United States Government in any 
of its commercial fisheries. With the Japanese tuna fisheries being expanded 
practically as an arm of the Japanese Government, and the executive branch of 
the United States Government consistently opposing every move our industry has 
made to better its lot, we have been caught in a bind with which we have been 
unable successfully to cope. 


4. Growth of the Japanese Government sponsored tuna cartels 


The crisis in the United States tuna industry in 1951 and 1952 arose from the 
dumping of canned tuna in oil on this market in the last half of 1950. The Japa- 
nese Government and the tuna-canning industry of Japan collaborated to 
straighten out the market mess they had caused here then for two reasons: (1) It 
had caused bad publicity for Japan in the United States and almost resulted in 
legislation being passed by Congress which would have defeated the Japanese 
long-term objective of dominating the United States tuna market and (2) the 
upset market here had lowered the dollar income to Japan from United States 
tuna sales and caused distress among the Japanese tuna canners. 

The upshot of this collaboration was the formation of the Japan Canned Tuna 
Export Fishery Association in Japan, which consisted of most of the canners and 
exporters engaged in exporting canned tuna to the United States. This group 
formed the Tokyo Canned Tuna Sales Co., through which all of the members sold 
their canned tuna to the United States. This sales company regulated the kinds 
of canned tuna that could be sent to the United States, the volume of each kind 
that could be so exported, and the prices at which the exports could be sold in the 
United States as well as supervising the quality of the product. Legislation was 
adopted to make all of this legal in Japan. The operation of the sales com- 
pany and the association was in the hands of private industry but policy, and 
occasionally specific operations, was under the direction of the Ministry of Inter- 
national Trade and Industry and the Ministry of Agriculture and Forestry with 
the concurrence of the Foreign Office. 

In 1952 the albacore catch in Japan was much the largest it had been to that 
date and at a level that was not equaled again until 1957. This produced sub- 
stantial strain in the frozen tuna half of the Japanese tuna export industry, as 
well as starting the disintegration of the Japanese system of voluntary quotas 
which had been adopted to cause the defeat of our legislation earlier in 1952. 

The consequences of this situation together with the fact that the canned tuna 
producers and exporters were tightly organized, was that the producers and 
exporters of frozen tuna also organized into similar organizations similarly re- 
lated to the Japanese Government the All Japan Frozen Marine Products Export 
Association and the Frozen Tuna Sales Cooperative Co. 

The effect of these two combinations of tuna exporters in Japan has been to 
set up stresses and strains in the Japanese Government which has at times per- 
mitted close controls of exports to the United States and at other times has almost 
eliminated those controls, to establish competitive relations between the Japanese 
canners and the Japanese frozen tuna exporters in Japan which have at times 
forced the tuna price in Japan well above the world tuna price and at other times 
has depressed it well below the world tuna price, and to generally keep the tuna 
market in Japan and in the United States upset. 

These combined, have, whether legally or illegally, undertaken for varying 
intervals of time with varying degrees of success in recent years, to do the 
following: 

1. Limit the sale of tuna canned in oil to the United States to a nominal 
level so that they will not be accused of upsetting the canned tuna market. 

2. Limit the sale of tuna canned in brine to restricted market areas in the 
United States. 

3. Limit the sale of tuna canned in brine primarily to the institutional 
trade so they could not be accused by United States canners of a disturbing 
the normal trade in consumer size cans in this country. 

4. Prevent the sale of cooked loins and discs of tuna to California canners 
in order to prevent the cannery workers of California from joining with 
fishermen in demanding restrictions on tuna imports. 

5. Limit the total sale of Japanese frozen albacore in the United States. 

6. Limit the sale of frozen albacore to specific canners in the United States. 

7. Establish the prices at which frozen tuna can be exported to the United 
States. 
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8. Establish the volume of frozen tuna that can be exported to the United 
States. 

9. Regulate the price at which Japanese imported canned tuna in the 
United States can be sold at the wholesale level. 

Typically these restrictive moves have followed this pattern: A restriction has 
been put into effect which, either as to price or volume, stabilized a sector in the 
American market. This restriction causes the inventories of that particular tuna 
commodity to build up in Japan. This buildup in inventory in Japan creates 
credit problems for the Japanese firms holding the inventory, many of which 
are small and without solid, long-range lines of credit. These firms bring pressure 
upon the appropriate agency of the Japanese Government to remove the restric- 
tion. After a longer or shorter period of haggling, during which time economic 
pressures continue to rise against the artificial dam of the restraint, the agency 
gives in and the pent-up flood hits the American market. This caused repercus- 
sions in the American market which not only affects adversely the United States 
tuna industry, but backlashes into the other sector of the Japanese tuna industry. 

This pattern has been repeated both with frozen and canned tuna exports 
from Japan for the past 7 years to a degree that the tuna-canning and tuna- 
producing industries both in Japan and the United States have become most 
uncertain and undependable. The classic and latest case of this was the dumping 
of frozen albacore in this market in the last half of 1956 and first quarter of 1957 
which will be detailed below and which is the immediate apparent cause of our 
industry’s present crisis. 

Further and further corrections to this situation have been applied by the 
Japanese Government until in May of 1957 the Japanese Diet made changes in 
various trade antimonopoly and export laws which not only permitted but prac- 
tically forced the export trade in tuna into two tightly held cartels, one for canned 
tuna the other for frozen tuna, both under the detailed control of the Japanese 
Government through the Ministry of Agriculture and Forestry, the Ministry 
of International Trade and Industry, and the Foreign Office. 

Aside from coming within the purview of article 18 of the Treaty of Friend- 
ship, Commerce, and Navigation between Japan and the United States, the 
restrictive practices now used by these two Government sponsored cartels in the 
United States tuna market would appear to be clearly contrary to section 337 of 
the Tariff Act of 1930, as amended. We have been informed that these facts 
with supporting data have been supplied to the Departments of State, Treasury, 
Commerce, Interior, the United States Tariff Commission, and the White House. 
We are not aware of any studies that are underway to determine whether or not 
United States law or treaty obligations of Japan are being violated in the manner 
suggested. 

Early 1954 was, generally speaking, a good period for the American tuna 
producer—especially after having followed the very slim period of 1951, 1952, and 
1958. Prices were high, demand was good, and fishing was average. 

By early fall of 1954 however the weight of the rapidly growing imports of 
frozen yellowfin tuna made itself felt on the market and a downward price adjust- 
ment was made by the domestic fishermen of $20 per ton. In early 1955 the 
market was still plugged with tuna and our boats were again being delayed in 
unloading. Our fish price was once again cut by $20 per ton. This second price 
drop did not bring the desired result. The boats were delayed longer and longer 
in unloading. Finally on August 1, 1955, a $40 per ton price cut was made. 
These 3 cuts, totaling 28 percent of the 1954 price, brought the price of yellowfin 
tuna to $270 per ton and of skipjack tuna to $230 per ton. Taking the prices of 
the period 1948 and 1949 as being 100 percent, the price level of August 1, 1955, 
represented 69.4 percent. How these declines in prices affect the individual 
fisherman’s earnings are marked appendix III attached hereto. 

The continued long delays in unloading and the repeated lowering of prices 
made 1955 the worst year economically that this fleet has had since the depression 
days of the early 1930’s. Vigorous representations were made to the United 
States Government to give us some relief from the overwhelming burden of 
increasing imports. Our pleas were finally sufficient to cause the White House 
to establish a Tuna Task Force comprised of representatives from the Depart- 
ments of State, Defense, Treasury, Labor, Interior, and Commerce. ‘This finally 
resulted in a report released in late July 1955 in the form of a letter from Jack 
Martin, presidental assistant, to Senator Kuchel and Congressman Bob Wilson. 

This report was notable for three things: 

1. No import controls were thought to be desirable or necessary. 
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2. The date of the report was so late in the congressional session that it would 
be impossible for the industry to obtain any relief through legislative means. 

3. The report suggested several ways in which these six departments of the 
executive thought that the United States Government could aid the industry in 
helping itself out of its economic difficulties. 

The State Department, Mr. Martin said, would make inquiries of the Japanese 
Government with a view to raising the wages of Japanese tuna fishermen and to 
see if there was a violation of GATT in this respect. However, the wages of 
Japanese tuna fishermen then and now were well above the average for Japanese 
industry and most Japanese tuna fishermen then and now earn more than most 
Japanese college professors. 

These rudimentary facts were known even to us. We have never heard further 
of any State Department inquiries in this matter. 

The Small Business Administration, Mr. Martin said, would give priority 
attention to loans to tuna boats. I am informed after making numerous 
applications for such loans and the industry followed them up in detail for 
some months, all loans to tuna boats were rejected by the Small Business Ad- 
ministration on the grounds that there lacked the assurance that the loan could 
be repaid out of earnings. This was hardly news to anyone in the producing 
end of the industry. 

The United States Fish and Wildlife Service, Mr. Martin said, would con- 
tinue its vigorous program of aid to the industry and consider expanding it 
even further. The Fish and Wildlife Service was doing nothing for us at 
the time that we knew of. After investigating this avenue for some months, 
spokesmen for the producers informed the President that if the whole Depart- 
ment of the Interior went out of busines we would not notice it in our cost 
per ton of production of earnings. 

The other lines of purported relief, upon investigation, all turned out to 
be similar humbug. During the course of these studies by the task force and 
our investigation of their sterile recommendations we found out that the 
Branch of Commercial Fisheries hidden over in a corner of the Department 
of the Interior had been pretty well ignored by the White House and the task 
force and we were sent to the Department of Commerce for relief and consultation. 

This whole turnaround procedure disgusted us so that we determined to start 
right back at the beginning and see if the Congress would establish a policy for 
the commercial fisheries of the Nation and establish in the executive an agency 
on a policymaking level competent to implement the policy. 

We made such representations to the Senate Committee on Interstate and 
Foreign Commerce in November 1955. Legislation was introduced in January 
1956 to accomplish these objectives. The result was the Fish and Wildlife 
Act of 1956 which reorganized the handling of commercial fishery matters in 
the Federal Government, established a Bureau of Commercial Fisheries in 
Interior, created an assistant secretaryship in Interior for Fish and Wildlife, 
and clearly established the policy that the purpose of the legislation was to create 
conditions that would build vigorous and prosperous fishing industry in the 
United States. 

The Department of State kept its record of working against the interest 
of the domestic tuna fisheries clear by opposing this legislation in committee; 
the bill did become law, however, on August 7, 1956. 

During the course of this legislative campaign one of the most peculiar actions 
taken against the domestic tuna fishing industry by the executive occurred. 
On August 29, 1956, the Federal Trade Commission issued a complaint against 
every union, every cooperative, and every canner in the west coast tuna industry. 
In the case of the unions and cooperatives the individual officers, staff members, 
and members were cited individually as well as collectively. All sorts of illegal 
activities were charges such as restraint of trade which raised tuna prices, 
attempting to block tuna shipments from Japan, etc. 

The complaint read more like an attempt to discredit the entire tuna industry 
than like a legal indictment for malfeasance. Our suspicions were heightened 
when we heard that the Department of the Interior and the Department of 
Justice had recommended against bringing such an action against the cooperatives 
and unions in the tuna industry and that the Federal Trade Commission had 
moved against these agencies’ recommendations. 

There may have been some deeper-seated motives behind this Federal Trade 
Commission action than we know about, but it will take a good deal of explana- 
tion to convince the tuna fishermen that this was anything much more complicated 
than a punitive fishing expedition inspired by the Department of State to scare us 
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into cessation of legislative efforts to secure import controls. This suspicion was 
only heightened when, after nearly a year of investigation, the Federal Trade 
Commission offered a consent decree which so benefited the unions and coopera- 
tives that it was obviously better business judgment to accept the decree than 
contest the original accusations in court. 

In 1956 the domestic tuna industry again suffered one of those blows from 
Japanese imports that have gradually hammered it to its knees in the last 7 years. 

During the winter albacore season in Japan, which extends from late November 
through March, the Japanese canners and the Japanese frozen tuna exporters 
contested vigorously for the catches of the Japanese albacore fishermen. As a 
consequence the prices tended steadily upward over the prices of the same period 
in the previous year, despite the fact that we had cut our prices in the mean- 
time by $80 per ton. 

On April 7, 1956, our price cuts of the previous year were finally reflected by a 
cut of $2 per case in the wholesale price of canned tuna in the United States. 
This resulted in an immediate upsurge in the sale of canned tuna in the United 
States. Under the impetus of this movement the Japanese frozen tuna exporters 
steadily drove the ex vessel price of albacore upward in Japan through the summer 
season. The catch of albacore during the 6 weeks from June 1 to July 15 was 
about 20,000 tons above the same period of the former year and expectations. 

In April the All Japanese Frozen Tuna Export Fisheries Association had 
formed the Frozen Tuna Export Cooperative Co. to handle all sales of its members 
to the United States. 

In late September the west coast tuna trade learned that there were about 
15,000 tons of frozen albacore in warehouses that the Japanese frozen tuna cartel 
was intending to dump on this market at something over $100 per ton less than 
their cost of production. This news produced two results in early October. 
The price of albacore to domestic fishermen dropped from $375 to $300 per ton, 
and the industry filed an antidumping complaint with the Secretary of the 
Treasury. 

This industry is now calloused from its treatment at the hands of the Executive, 
but this time we thought that there was no way in which the Secretary of the 
Treasury could avoid his responsibilities under the law and refuse to prevent 
this dumping. Even the Japanese freely admitted that the price at which they 
were preparing to sell this 15,000 tons of frozen albacore in the United States 
was $120 per ton below what it had cost them to produce. However, the Depart- 
ment of the Treasury once more cut the free-trade pattern and on March 1, 
1957, announced that there had been no sales at less than fair value nor were 
any expected. 

The consequence was that the Japanese dumped the whole lot of albacore 
in this market at more than $100 per ton less than its cost of production. 

This has been the final straw which has broken this industry. The results 
which have already flowed from this action are these : 

1. The domestic albacore price opened at $300 per ton, rose briefly to $310 
per ton, and then when the fish began coming in dropped to $280 per ton. 

2. The bluefin price, which opened at $260 per ton, dropped to $240 per 
ton, then to $210 per ton, and we understand it is now being offered as low as 
$150 per ton. 

3. The canners started to slow down the unloading of tuna clippers in 
the first week of June. By the second week of August, when unloading stopped 
entirely, the vessels had been waiting for 40 days to unload. There was every 
indication that there would be no further unloading before mid-October. There 
were 40 vessels in harbor with 8,000 tons of fish aboard. Accordingly, on August 
19 the price of yellowfin and skipjack tuna declined by another $40 per ton 
so as to get the vessels unloaded. 

This has been a move of desperation I do not believe tuna clippers can 
operate profitably under the best of conditions at prices of $230 per ton for 
yellowfin and $190 per ton for skipjack tuna. I know fishermen cannot make 
living wages at these price levels. The very best that can happen as a re- 
sult of this move is that 50 of the 153 vessels left in this fleet will go broke and 
be removed from the fishery. The worst that can happen is that the whole 
fleet will be tied up, and either one is a calamity for the fishermen. 

The trade laws of this country provide that they will be implemented 
in such a manner as to increase the flow of imports so long as that increase 
does not seriously injure or threaten to seriously injure a domestic industry. 
A series of criteria are provided in the law to define “serious injury.” By every 
one of those criteria our industry has been seriously injured by increased im- 
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ports. The Department of State and each of the other executive departments 
affected have nevertheless consistently opposed every effort we have made to 
get relief from imports and stabilize this market. 

An example of the bitter-end opposition of the Department of State to the 
welfare of this industry and in support of the welfare of the Japanese in- 
dustry was given in 1955. In the middle of the worst year in the history of 
this industry up to that date the Department concluded a trade agreement with 
Japan which— 

1. Cut the tariff on tuna canned in oil from 45 percent ad valorem to 
35 percent ad valorem ; 

2. Bound the tariff on tuna canned in brine at 121% percent ad valorem; 
and 

3. Bound frozen albacore on the free list. 

The mockery of hearings before the Committee for Reciprocity Information 
had been again complied with and as usual the Trade Agreements Committee 
paid no attention whatever to the information given by the industry, nor to 
compliance either with the intent of the law or President Bisenhower’s repeated 
assurance that no serious injury would be permitted to occur to a domestic 
industry by reason of the Trade Agreements Extension Act. 

The Department of State and the Trade Agreements Committee has, indeed, 
proceeded deliberately to fragment the tuna import problem so as to put the 
maximum difficulties in the way of rectifying the problem either by BPxecutive 
action or by the Congress. The situation of the different tuna commodities 
under the trade laws is as follows: 

1. Frozen yellowfin, skipjack, bigeye, and bluefin tuna bear no duty, and are 
not the subject of a trade agreement. Accordingly, the Executive can do noth- 
ing to regulate those imports. The only thing that can be done is for the 
Congress to enact a law providing for a duty or a quota for this category of 
tuna commodities. 

However, there is no use in the Congress passing such a law because it 
would affect only one category of tuna commodities. The Japanese would 
simply shift their imports into other categories which are included in trade 
agreements and with respect to which it cannot legislate because the United 
States would then be in violation of its international obligations. 

Furthermore, this deliberately and cleverly splits the political effectiveness 
of the tuna industry into two segments: (1) the fishermen who need this pro- 
tection, who are opposed (2) by the canners who do not want tariffs on frozen 
tuna unless they can be protected against the Japanese shifting this volume 
into canned tuna categories covered by trade agreements and presumably out- 
side legislative reach of the Congress. 

Finally the Department of State would bitterly oppose any such legislation 
as they did the temporary and relatively innocuous legislation proposed by the 
House Ways and Means Committee in 1951. 

This category is actually comprised of three primary commodities: 

A. Round, whole tuna ; 

B. Gilled and gutted tuna which are about 8 percent by weight less than 
the fish in category 1; and 

©. Fillet fish which are about half by weight of the fish in category A. 

The Treasury so far has refused to keep these commodities separated in its 
import statistics, and the valuations it prints are admittedly inaccurate. 

2. Frozen albacore are bound on the free list under the trade agreement with 
Japan concluded in 1955. Obviously the only reason for binding on the free list 
a commodity already duty-free is to remove it from the jurisdiction of the Con- 
gress. 

However under the trade agreement law it would be expected that this would 
place frozen albacore within the purview of the escape clause provisions of that 
act. Yet when two of the albacore-producing cooperatives applied to the United 
States Tariff Commission in July 1957 for escape clause proceedings with respect 
to frozen albacore the Tariff Commission denied them this avenue of relief, as 
little as that may have meant. One of the reasons adduced by the Tariff Commis- 
sion for denying this application is particularly pertinent. It said that even 
if it could give relief on frozen albacore through an import quota, this would be 
of no practical benefit to the fishermen because the Japanese would only send 
the albacore in the canned form. 

3. Cooked and frozen loins and disks of tuna are imported at a duty rate of 
1 cent per pound. This equates with a duty of about $8 per ton on round fish. 

This rate of duty is bound under the General Agreement of Tariff and Trade. 
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These are two of the new tuna commodities which have arisen not from normal 
market demand but have been created artificially by administrative decision under 
the Tariff Act of 1930, as amended. It has been so determined that these two 
commodities fall within a “basket” category in that act. On the one hand the 
Japanese save duty by sending tuna in these two forms rather than hermetically 
sealed in the can; on the other hand they save freight at nominal duty rate by 
sending tuna in this form instead of as whole round fish. 

Quite significantly the Japanese have prohibited the export of these two tuna 
commodities to canneries in the State of California (which can approximately 
90 percent of the tuna canned in the United States). The reason for this is quite 
frankly stated by them to be to keep the cannery workers of California separated 
from the California tuna fishermen in demanding relief from imports. 

Their fears in this regard are realistic. Tuna loins dispense with half the 
eannery labor. They only require being cut into proper lengths and put in the 
ean. Tuna disks dispense with most of the rest of the cannery labor. They are 
already cut to the right length and only have to be put in the can. 

These two commodities have been increasing in volume sharply for the past 
12 months. There has been a strong effort to get the Department of the Treasury 
to at least keep track of them separately in their import statistics. 

4. Tuna canned in brine has already been discussed above. It is now the prin- 
cipal canned tuna commodity imported into the United States. It is bound at 
121% percent ad valorem in the trade agreement with Japan. It also has a quota 
(so large that it has never yet been reached) of 20 percent of the apparent annual 
consumption of tuna in the United States. 

Like cooked loins and disks this is an artificial commodity created by admin- 
istrative decision under Tariff Act of 1930, as amended, rather than by the 
natural demands of the market. The only reason it enters the market is that 
its duty is 12% percent ad valorem whereas the duty on tuna canned in oil is 
35 percent ad valorem. We are informed that it is not sold in any other country 
in the world at this time. 

5. Tuna canned in oil is bound at 35 percent ad valorem under the trade agree- 
ment with Japan, in which the duty on this commodity was reduced from 45 
percent ad valorem. There is no quota on this commodity. 

The Japanese restrict the import of this commodity to the United States to a 
nominal volume in an attempt to keep the tuna canners in the United States from 
joining politically with their cannery workers and fishermen in requesting 
import controls from the Congress. 

This year the Japanese are having difficulties in enforcing this regulation for 
the reason that this commodity can be laid down in the United States, duty paid, 
at $3 per case below the wholesale price level of tuna canned in oil in the United 
States. Accordingly, the Japanese canners have a great incentive to evade their 
own Government regulations. They have been doing so, the Japanese say, by 
diverting European and Canadian shipments to New York and Boston. At any 
rate the imports of tuna canned in oil this year so far have been running at about 
double the rate of last year. In our opinion there is no way out of this mess that 
the tuna industry has been deliberately forced into by our Government execu- 
tive department except by comprehensive legislation which will control all forms 
of tuna imports. In reaction to our needs, Congressmen King, Wilson, and Utt 
introduced identical bills on August 18. Mr. King’s bill is numbered H. R. 9237, 
Mr. Wilson’s, H. R. 9244, and Mr. Utt’s, H. R. 92483. Senator Magnuson and 
Senator Kuchel jointly introduced S. 2734 on August 8, a bill having objectives 
similar to the House bill. 

Mr. King’s bill would do these things: 

1. The total volume of tuna permitted to enter the United States would be 
200 million pounds or 35 percent of the apparent annual consumption of tuna 
in the United States, whichever is the greater. 

2. Frozen tuna of all kinds would be treated in three categories: 

(a) The first 50 million pounds, or 5 percent of annual apparent con- 
sumption, whichever is the greater, would be duty free; 

(b) The next 90 million would pay a duty of 3 cents per pound; and 

(c) All over 140 million pounds would pay a duty of 6 cents per pound. 

3. All tuna prepared or preserved in any kind of container would pay 35 per- 
cent ad valorem duty. This would include loins and disks as well as tuna in 
brine and tuna in oil. 

4. Tuna landed in Samoa, Guam, and the Virgin Islands would be treated as 
imported tuna. 
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5. No duties would be collected contrary to international obligations of the 
United States but the President would be instructed to renegotiate any trade 
agreements to the extent necessary to make them conform to the act. 

The effect of this bill, if enacted, would not be to reduce Japan’s trade in tuna 
with the United States. For the past 3 years it has run between 200 million 
pounds and 35 percent of the market. 

It would not reduce the amount of frozen tuna imports. The average for the 
past 3 years has been actually a little less than 140 million pounds. It would 
not cut down the amount of canned tuna they could export to the United States. 
This has been running at about 60 million pounds per year on a round-weight 
basis. 

Nor would it breach an international obligation of the United States. But it 
would give tuna fishermen some tariff protection to even out the protection tuna 
‘anners now have and permit them to earn living wages from their labor. It 
would eliminate cooked loins and disks from the market and also tuna canned 
in brine. It also would create a basis of stability in the market which would 
permit us to once more begin growing and earning. 

These minimum objectives we do not feel we can live without as an industry. 
We hope that you and your department will aid us in attaining these objectives. 

Sincerely yours, 
CANNERY WorkKERS & FISHERMEN’S UNION, 
LESTER BALINGER, Secretary-Treasurer. 


APPENDIX I.—Number of vessels and total carrying capacity tonnage of tuna 
clipper fleet working out of west coast ports, 1947 to date 


Jan. 1 Number of Capacity Jan. 1 | Number of Capacity 


clippers tonnage clippers tonnage 
ac inte iid 140 OF ee ‘ 191 42, 470 
fl ee adams 161 29, 165 SN iis siiceicastingl thapncroet 189 40, 535 
Ps bssdedchwucedes 189 36, 625 WOU G cians ; . 170 | 38, 450 
SEA wkitienanbaes 193 38, 370 Sin tde is shine cane 158 | 36, 605 
es lial en dieaeeente ln | 199 40, 430 || 1957 sicladeial de srl tet 153 34, 150 
ER Real Mapas stiles 212 44, 395 1957 (Oct. 31) ieictenaite 146 | 33, 875 


APPENDIX II.—EHstimated annual consumption of canned tuna and tunalike fish 
in the United States, 1947 to date 


{In standard cases] 


Neal is Deel aE ie i ait ae ld aliiieces 6, 090, 000 
I Metairie eee Be on ee es 6, 873, 000 
eee Re ele i a a og es 7, 369, 000 
aS nea a aha a PE I a A I Sa 9, 564, 000 

aR EE, Sete oh oe ee kc i ial ndk 10, 036, 000 
i sil SEU i Se Ee cal oid 10, 978, 000 
ee eee eI a na de eS he 11, 700, 000 
| STEELE aaa eae Ne I 12, 042, 000 
RR a kia Sk ell Tr a al 12, 479, 000 
UE eto ee ha ly 14, 740, 000 
1957 


APPENDIX III.—EFntire bait-boat average tonnage per trip, 210 tons 


Yellowfin and skipjack tuna 


a | 


ae f $350.00- | $330. 00- | $310 00 $270. 00- 
Pri POF WUE. ---------0---2n- --nmannnanonnwanannnese | 310.00 | 290. 00 270. 00 230. 00 


Gross dollars for sale of fish_. 
Average trip expense -- 


Da ee re GOR. 6. oe inn cnn tccnaccesee 330. 00 | 310. 00 Bs 290. 00 250. 00 
a srooes| 
| 


~ 69, 300.00 | 65,000.00 | 60,900.00 | 52, 000.00 
17,000.00 | 17,000.00 | 17,000.00 | 17,000.00 


Net en ee NG 5s asc aarde bes cipeamee | 52,300.00 | 48, 100.00 43, 900. 00 | 35, 500. 00 
Crew’s share of net after e xpense (48. 13 percent). aa 25,171.99 | 23,150.53 | 21,129.07 | 17,086.15 
Share per crew member per trip (average 13 shares per | 

MD inc ddn tet iecsiw id edentnesk ods 3 awest~ deh 1, 936. 30 1, 780, 81 i 625 31 | 1, 314. 33 


Average per year, 3 trips_- ea esa aeuan ateeecmaiieae 5, 808. 90 5, 342. 43 4, 875. 93 3, 942. 99 
| | 
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Mr. Kine. Now, Mr. Chairman, I would like to make one 
observation. 

The CuarrMan. Mr. King will inquire. 

Mr. Kina. The first item, I want to thank Mrs. Zeluff and you 
gentlemen, particularly you, Mayor Dail. It is not often that we 
have a public official that interests himself to the extent you have to 
give generously of his time in coming here to testify. 

The one point, I want to bring up that I feel is very important, 
Mr. Chairman, is: Mr. Stewart and Dr. Chapman both referred to a 
bill that delinaeted in this committee several years ago, authored by 
a member of this committee. It was passed, I believe, by unanimous 
vote of this committee. It passed the House. It was reported favor- 
ably by the Senate Finance Committee. It was only defeated, in my 
opinion, on the Senate floor by the then Secretary of State and certain 
Senators asking for its defeat 

Be that as it may, the interesting thing is that when such an un- 
equivocal stand of the Congress was made known by the overwhelm- 
ing vote with which this bill was approved, immediately following 
that, our delegation to Geneva virtually ruined any future attempt 
by the Congress to aid or settle the problems involved in this impor- 
tant industry. 

I think that is important for us to know, that the stamp of the 
Congress was not of interest, or was paid mighty little attention to, 
by our own Government’s delegation to Geneva immediately there- 
after. 

Mr. Grecory (presiding). Our next witness is Mr. Linehan. 

Is Mr. Linehan present? Mr. Linehan, for the purposes of the 
record, identify yourself, please. 


STATEMENT OF JOHN F. LINEHAN, GENERAL MANAGER, SEAFOOD 
PRODUCERS ASSOCIATION, NEW BEDFORD, MASS. 


Mr. Linenan. Mr. Chairman, members of the committee, my name 
is John F. Linehan, general manager of the Seafood Producers Asso- 
ciation of New Bedford, Mass. This is a trade association which has 
been in existence for 30 years. It represents commercial fishing 
vessel owners, marine railways, boaneniels: machine shops, chandlers, 
and ee in the port of New Bedford. 

Theer are 170 deep sea fishing trawlers a out of New Bed- 
ford, representing a capital inv vestment of about $12 million. 

All of our vessels are privately owned and about 80 percent of the 
captains are owners or part owners of their vessels. 

New Bedford is the third largest port in the Nation in value of 
landings of edible fish. ‘In 1957 over $13 million was paid to the fleet 
for its fish and shellfish. 

I would like to deviate for a moment here to note that in 1952, we 
landed in the vicinity of 75 million pounds of fish, for which we 
received approximately $13 million. 

In 1957 we landed over 100 million pounds of fish, for which we 
received slightly over $13 million. 

So that in 5 years our production increased roughly 25 percent and 
"our income remained relatively steady. 
24093—58—pt. 2——_54 
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During that 5-year period, our costs increased anywhere from 25 
percent for some equipment to as high as 150 percent for the cost 

of insurance of the vessel and the men on the vessel. 

So that our costs of production rose astronomically during the 
period of time in which we had no increase in income due to increase 
m oroduction. 

Yew Bedford is the largest sea scallop port in the world and the 
largest flounder port on the Atlantic coast. 

Approximately 3,500 people are directly or indirectly employed 
in the New Bedford fishing industry. Our entire community is 
dependent upon the economy of the fishing industry. 

We have seen our New England fisheries unmercifully beaten by 
unfair foreign competition. We have seen our markets steadily 
usurped by foreign fish and fish products. 

Ten years ago we began hearings before the Tariff Commission. 
Alert to our danger of possible extinction, we begged for the estab- 
lishment of an import quota so that we could be reasonably assured 
of a share of our own American market in future years. 

Four times we went before the Tariff Commission. The last two 
times the Commissioners recommended remedial action in the form 
of a tariff increase. The last time, in 1954, it was a unanimous 
recommendation. In both instances the President vetoed the recom- 
mendation on the usual nebulous grounds of “national interest.” 

We realize that we are a small industry, but we also realize that 
scores of other small industries, which in the aggregate involve hun- 
dreds of thousands of workers, are also being sacrificed for the myth 
of reciprocal trade. The name of the trade program itself is a myth. 

The only apparent reciprocity involved is that. in exchange for 
American money, markets, and technology, the foreign countries are 
giving us unemployment | and bankruptcy. 

If the entire Nation is to avoid bankruptcy and unemployment, 
the Congress must reassume its former position as the representative 
of the people. The administrations of the past 25 years have proved 
that the executive branch cannot reflect the will of the people. 

Unless Congress regains its lost position as guardian of American 
industry by allowing the illegitimate spawn of the hysterical era of 
the 1932 depression to die a long overdue death, we shall witness the 
greatest unemployment and the greatest depression that this country 
has ever experienced 

The reciprocal trade program must be scrapped. An intensive 
study of our entire tariff and trade program must be undertaken 
by Congress, and an entirely new trade program must be enacted. 
The alternative is chaos and despotic bureaucracy. 

Mr. Grecory. Thank you, Mr. Linehan, for your appearance and 
the information given the committee, 

Mr. Reed would like to inquire. 

Mr. Reep. I would like to commend you, sir, on a very fine paper, 
very convincing. 

Mr. Grecory. The next witness is Elizabeth Guhrin 

Would you please come forward and identify caaanae for the pur- 
poses of the record. 
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STATEMENT OF ELIZABETH GUHRING, EXECUTIVE SECRETARY, 
AMERICAN SEAFOOD DISTRIBUTORS ASSOCIATION, WASHING- 
TON, D. C. 


Mrs. Guurine. Mr. Chairman, my name is Elizabeth Guhring. I 
am executive secretary of the American Seafood Distributors Asso- 
ciation. 

Our association, with headquarters here in Washington, is an asso- 
ciation of distributors of all types of fishery products, including the 
great bulk of imported fishery products. The charter of our associa- 
tion sets out our main purpose as directed toward maintaining the 
free flow of fishery products in international trade. 

We appear today in support of a 5-year extension of the Trade 
Agreements Act. Weare opposed to the proposal to shift the base date 
under the escape clause from 1945 to 1934; we oppose any restriction 
on the discretion of the President under the escape clause; and we 
favor the principle of trade adjustment. 

The gravest problem facing the domestic fishing industry today is 
declining fishery production, Our edible fishery production 10 years 
ago was 3,040 million pounds. Last year it was 2.8 billion pounds. 

For 1957, preliminary figures indicate the edible catch to be under 
2.7 billion pounds. 

Compared to the record catch year, haddock production is down 135 
million pounds. 

Cod production has decreased by 275 million pounds. 

Salmon production is down by a half billion pounds. 

Lake trout production is down 13 million pounds, 

Ocean perch, one of our new fisheries, has dropped 125 million 
pounds. 

Lake whitefish, 10 million. Tuna, 100 million. 

And the Pacific sardine, which a decade ago led the catch of 
American fish with a billion-pound annual catch, had 1957 landing 
of only 40 million pounds. 

There are many, many reasons given for the decline in our domes- 
tic fishery production—changes in water temperature, overfishing, 
diminution of food in the sea, changes in currents, pollution, labor 
problems, weather, mysterious disappearance, and the many vagaries 
of nature. 

Our biologists are working very hard to learn the answers to the 
fluctuations in fish production. 

In order to maintain our declining production, our domestic fishing 
fleet travels farther and farther from our shores. 

New England ground fish vessels journey to far-off Nova Scotia 
and the Grand Banks off Newfoundland for half of their annual 
catch. 

Our west coast tuna fleet takes over 90 percent of its catch from the 
waters off the coast of South and Central America. 

One quarter of our shrimp production is taken from the waters off 
Mexico. 

Fish is truly a world resource, shared in by over 110 countries pro- 
ducing approximately 61 billion pounds of fishery products each 
year. 
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The United States is an important importer of fishery products. 
Edible fishery imports last year were valued at $200 million. Our 
export trade in fishery products is small by comparison, being valued 
last year at $25 million. 

It is obvious from the trend in United States fisher ry production 
figures that substantial quantities of fishery imports are needed to 
feed our ever growing population. About 35 percent of our annual 
supply of edible fishery products in this country is coming from im- 
ports—over 50 percent on ground fish fillets, slightly less than a third 
of our canned sardine supply, about 45 percent on tuna, about 70 
percent of our lobster, and about 30 percent of our shrimp supply. 

In 1956 we had 4.3 billion pounds of edible fishery products avail- 
able for our population from our domestic catch and imports. At 
the rate our population is increasing, we will need a 5-billion-pound 
supply in 1968 and almost 6 billion pounds in 1975. Imports will be 
called upon more and more to meet the increasing ned of fishery prod- 
ucts in this country. 

Conservation has done much to maintain domestic production of 
numerous items. Our New England lobster production, for example, 
has doubled with sound conservation practices over the last 10 years, 
but demand still exceeds domestic supplies by 100 million pounds, on 
an in-shell weight basis. 

Biologists believe that the recent inauguration of use of a larger 
mesh net in the New England haddock fishery will result in an in- 
crease in the annual catch of about 25 percent, with additional earn- 
ings of $1 million. 

Our Government is spending $15 million a year to help the indus- 
try conserve our fishery resources and prevent a further decline in our 
domestic fishery production. 

Without imports of fishery products, the distributors of this coun- 
try would be unable to meet their obligati ion of providing the Amer- 
ican consumer with a high-protein, economical food. Fishery sup- 
plies right at this time are in very short supply. 

This is the lenten season, a period of greatest demand for our fish- 
ery products, and many, many of them are scarce. 

Not only have fishery imports helped to fed our population, but 
in addition they have provided employment to many, many Amer- 
icans. In the case of the distribution segment of our industry, our 
segment, the thousands of brokers, wholesale distributors, and retail 
distributors of fishery products in ‘turn employ additional thousands 
of Americans. And additional thousands in shipping, warehousing, 
and transportation derive a portion of their income from the distri- 
bution of imported fishery products. 

In the domestic processing field, imported fishery products have 
provided a valuable raw material to augment the supplies of Amer- 
ican fish processors and provided work for their employees. 

A few years ago Gloucester, Mass., a leading fishing port was facing 
severe economic hardship because of decreased fish landings. Im- 
— fish blocks, used in making fish sticks, have revitalized the city. 

ome 29 million pounds of blocks entered Gloucester last year, pro- 
viding work for 600 employees in 6 plants, and increasing Gloucester’s 
payroll by at least $114 million. 
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In the west coast tuna industry, domestic canners used 75 million 
pounds of imported frozen tuna last year to augment their cannery 
operations. 

The availablity of imported fishery raw material enables many 
firms throughout the country to keep processing lines running year 
round, rather than on a seasonal basis, just as the finished import 
allows the distributor to have a fully rounded line of merchandise 
for the consumer. 

Aside from the role which imported fishery products have played 
in providing income to thousands of American workers, they have 
of course provided important dollar sales to some of the United 
States best customers. 

Canada, Norway, Japan, Iceland, and Mexico are the principal 
countries exporting fishery products to the United States. 

Last year Canada bought over $4 billion worth of United States 
goods, while we pure chased from her slightly less than $3 billion worth. 

Japan, in 1957, purchased $114 billion worth of United States goods ; 
our imports from Japan were valued at $600 million. 

To Mexico last year, we shipped $901 million worth of goods, while 
importing $430 million worth. 

Norway, in 1957, bought $85 million worth of United States goods, 
while we bought $63 million worth from her. 

We exported $10 million worth of goods to Iceland in 1957; our 
imports from Iceland, substantially fishery products, were valued at 
$614 million. A large Icelandic fishery production firm last year pur- 
chased from the United States $175,000 worth of fish-pack: aging mate- 
rials. 

Actually, of the 55 billion pounds of fish which the other countries 
of the world produce, the United States imports only 800 million 
pounds of edible fishery products, fish which is needed by our popula- 
tion and fish which provides employment for thousands of Americans 
in processing and distribution. 

For the national interest of our country and for the national interest 
of our fishing industry and all its segments, international trade has 
been vital in developing new markets and increasing consumption. 
The fishery-exporting nations have played an important role over the 
years in developing the United States market for fishery products. 

As an industry we have had many escape-clause proceedings and 
pleas for tariff relief since the war. 

The sincerity of five representatives of the tuna industry is obvious. 
They are fighting to save their livelihood; they are fighting to save 
their homes and their families. 

We, as the direct segment of the industry, are interested in this 
very same thing. We have thousands and thousands of employees. 
We have many segments within the industry. Some of our producer 
people have been in trouble. While some segments of our industry 
are booming—such as the shrimp industry —others are having prob- 
lems and are caught in an economic squeeze, much of which 1s ocea- 
sioned by overexpansion during and after the war. 

Fishing was the first commercial industry in this country, and our 
industry ‘produced the first frozen product. Our industry developed 
and progressed with a resource that was hours from our shores. 
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Today we are trying to compete with other fishery nations when our 
resource is reached only by days—expensive days—of travel. 

Our cost structure is predicated upon the distance we must travel 
for our raw material. Most of our historic American fishing grounds, 
adjacent to our coasts, have reached what we call a maximum sus- 

tained yield. They can annually produce only so much fish, con- 
sistently. 

Fishing effort in excess of that necessary to produce the sustained 
yield does not increase fish landings; it serves only to increase the 
cost of producing that catch and to reduce profits and wages. 

The maximum sustained yield of our offshore resource simply ¢ can- 
not support the industry today in the manner of a virgin resource. 
We cannot increase American fish production by clearing new land 
and sowing seed. We can only conserve and rehabilitate our exist- 
ing fishery or look farther afield for new grounds with their resultant 
uneconomic increase in production costs. 

There will always be an American fishery and, under wise conser- 
vation measure and with sound economic principles, it will be a 
strong, healthy, and prosperous industry. Substantial quantities of 
fishery imports will always be necessary, however, and for that reason 
reciprocal trade is vital to the American fishing industry. 

Mr. Grecory. We thank you very much for your appearance and 
the information given to the committee. 

Are there any questions? 

Mr. Curtis will inquire. 

Mr. Curtis. You gave us some very interesting figures. 

What is the total consumption of fish in the United States for your 
last year, and how does that compare, say, to back in 1950? 

Mrs. Guurine. We are running about 10.1 to 10.2 pounds per capi- 
ta, and it has been very steady over the years. 

Mr. Currts. It has increased because our population has increased ? 

Mrs. Guurine. That is right. Actually, our domestic production 
does not keep up with the rate of population increase. The pounds- 
per-capita figure has stayed the same for about 10 years, although we 
are using much, much more fish. 

Mr. Curtis. So this is not a declining industry as far as the con- 
sumption is concerned ? 

Mrs. Guurine. No; not at all. It is at its very start in many 
fields. 

Mr. Curtis. The presentation we have received indicates the reason 
for the decline in domestic production is because they cannot compete 
on a cost basis, rather than all these other items that you have men- 
tioned. 

So would you say that. that is a fair statement ? 

Mrs. Gunrinc. No; I think not, sir. The numerous reasons which 
T have mentioned have all played a role in the different species. Dif- 
ferent fisheries are at different levels. The decline in cod is the result 
of overfishing. Ocean perch at this point has suffered a decrease in 
landings because of overfishing. The complete lack of sardine catch 
on the west coast is the mysterious disappearance of the fish, a vagary 
of nature. Much of the 1955 decline in tuna landings was caused by 
labor disputes. 

Each species, in effect, has had some one or more of these factors 
facing it. In the case of the New England production generally, it is 
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pretty much a matter that the costs of production are totally uneco- 
nomic. 

Mr. Curtis. Not economic compared to your competitors, you mean. 

Mrs. Guurine. Uneconomic not only compared to the fisheries of 
other countries, but to the products with which it must compete in this 
country. Our competition, the people that we have to deal with, are 
getting competition from ham, chicken, pork, those products. 

When our raw-material cost has involved in it traveling 1,500, 2,000 
miles for the raw materials, such as in the case of the New England 
fleet, our costs are high. 

Mr. Curtis. That is a very interesting point. I guess there is quite 
a bit of competition between fish and other products. 

Mrs. Guurine. Indeed. It is the main competition with chicken, 
pork, all meat products, cheeses, and macaroni. 

Mr. Curtis. Thank you very much. 

Mr. Grecory. Wethank you very much. 

(The following material was submitted by the committee :) 


Wuite Prarins, N. Y., February 10, 1958. 
Representative WiLBur D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C.: 


Urge prompt renewal of Reciprocal Trade Agreements Act without restrictive 
amendments. Please make this request part of your committee record. 


Grorce D. Bryson, 
Vice President, General Foods Corp.; General Manager, International 
Division. 


ASSOCIATION OF FooD DISTRIBUTORS, INC., 
New York, N. Y., March 8, 1958. 
Hon. WiLgur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DeaAR Str: The joint import council of this association wishes to go on record 
with your House Committee on Ways and Means as endorsing the continuation 
of the reciprocal trade agreements program. 

The active membership of this association consists of about 300 leading firms 
engaged in the distribution of foods in this market in a large way. Member- 
ship includes wholesalers, jobbers, importers, domestic brokers, and import 
agents and brokers. About 220 of these active members have important interests 
in food imports and/or exports. The joint import council of the association 
represents this group. 

In 1934 when the reciprocal trade agreements program was adopted, our 
total export-import trade was about $3 billion. In the last fiscal year our total 
domestic exports were in excess of $20 billion and the imports were nearly $13 
billion. So our total foreign trade under the reciprocal trade agreements pro- 
gram has increased about 1,000 percent. 

The present law provides adequate protection for any industry that is injured 
by, or is threatened to be injured by, imports. 

The opponents of the reciprocal trade agreements program are motivated 
of course, by a desire to restrict imports. However, any unjustified restriction 
of imports must necessarily result in a decrease in exports because if people can- 
not sell to us they will not have the dollars to buy from us. So the industries 
and groups that produce the goods that we export will suffer and our friends who 
want to do business with us will be forced to look elsewhere for sources of supply. 
Perhaps they will find it necessary to go behind the Iron or the Bamboo Curtains 
to trade. 

It is understandable that some groups will be moved by a purely selfish motive 
and we suppose that such motives are understandable. Nevertheless, we be- 
lieve it is the duty of Congress to consider the economy and welfare of the country 
as a whole in deciding on the extension of the reciprocal trade agreements pro- 
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gram. We cannot understand how, in the face of the tremendous development 
in our foreign trade program under present law, there can be any logical decision 
other than to continue the program. 
We believe that the welfare of the country will best be served if the law is 
extended for another 5 years with no restrictive amendments. 
Respectfully submitted on behalf of the joint import council of this association. 
HERBERT EFFRON, 
Chairman, Import Merchants’ Division. 
A. C, VILLAGRAN, 
Chairman, Import Agents’ Division. 


CAMPBELL Soup Co., 
Camden, N.J., February 19, 1958. 


Subject: Extension of the Reciprocal Trade Agreements Act. 


Hon. Witzvr D. MILLs, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D.C. 


DeaR Srr: We wish to express to the House Ways and Means Committee our 
views upon the extension of the Trade Agreements Act. It is felt that the au- 
thority of this act should be continued for 5 years beyond the present June 30, 
1958, expiration date. 

Our enterprise is processed foods. It is believed that you will be more inter- 
ested in having our expressions confined to our specialized efforts in contrast to 
more general observations. You will understand, therefore, that our references 
are related directly to our own experiences. 

Our international trade extends over a wide area. We procure ingredients 
from many sources throughout the world and market our processed agricultural 
products in over 100 different countries. In the channeling of our products, we 
have had adequate opportunity to study the trade barriers of many countries. 
This has provided us an opportunity for some supportable conclusions. We are 
convinced that high duties are against the general good of the peoples of the 
imposing countries. 

For example, the import duty on canned tomato soup into Venezuela is 508 
percent the actual f. a. s. product price. A can of Campbell’s tomato soup that 
sells at from 11 cents to 12 cents a can in any store here in the United States 
sells for 4 Bolivars or the equal of United States $1.35 in Venezuela. The actual 
product price is the same to either our domestic or Venezuelan customers. This 
high duty is not a case of dollar preservation. If it were, the trade restrictions 
properly should me in the form of import licensing or other appropriate controls. 
It is not a protection of a local industry. If it were, a 500 percent duty would 
be flagrantly disproportionate and would certainly not be conducive to the build- 
ing of a home industry upon sound economic basis. There was a demonstrated 
broad consumer acceptance for tomato soup in Venezuela prior to the August 
1952 trade agreement. The people wanted this product. It is a good food and 
an excellent source of food value. 

Despite this price of 4 Bolivars or United States $1.35, we still sell tomato 
soup. Obviously, the vast majority of Venezuelans are deprived of this food. 
This drastic retarding of tomato soup sales extends considerably beyond just 
one item, tomato soup. It is the elimination of a competititive factor in the 
market place that results in an overall increase in the cost of food in Venezuela 
to the detriment of its general public. 

Since it is felt that high import duties are unsound and work to the detriment 
of the vast majority of all peoples, it is believed that the United States should 
take leadership in reducing such high tariffs wherever they exist, here and in 
other countries. It is desirable that this leadership should take the form of a 
two-way negotiation—prudent trade bargaining in contrast to one-way giveaway 
programs. 

The Reciprocal Trade Act is an instrument that provides the opportunity for 
attaining the leadership considered so urgently necessary and it is felt therefore 
that this act should be continued. A period of 5 years would seem a reasonable 
extension that would allow for adequate continuity to a program of tariff 
negotiations and duty reductions. 

Yours very truly, 
J. PAvuL STIcHT, 
Vice President, International Operations. 
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KELLOGG Co., 
Battle Creek, Mich., February 10, 1958. 
Hon. WrLzeur D. MILLs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DeaR Mr. MILLS: We wish to present to you some of the reasons why it is 
highly desirable to extend the Reciprocal Trade Agreements Act expiring 
June 30, 1958. 

The Kellogg Co. began the manufacture of ready-to-eat cereals in 1906. This 
form of prepared food was new to the people of the United States but met with 
immediate taste acceptance. We now have manufacturing plants in the United 
States at Battle Creek, Mich.; Omaha, Nebr.; San Leandro, Calif. ; and Lockport, 
Ill. We are also presently building a large manufacturing plant in Memphis, 
Tenn. The number of ready-to-eat cereal manufacturers in the United States 
today proves that grain in this form is now a staple in the American dietary. 
In fact, corn flakes are included as one of the basic cost-of-living items by the 
Bureau of Labor Statistics. 

For well over 30 years ready-to-eat cereals have been exported throughout 
the world. In 1957 shipments were made to 45 countries from our plants in the 
United States. The steady increase in foreign demand shows that the people of 
other nationalities want more of these products. 

The familiarity with ready-to-eat cereals in countries outside of the United 
States was materially increased because of their use by the United States Armed 
Forces. Thousands of natives were employed by the Army and Navy and in 
many cases received their meals from the messes. Also members of the Armed 
Forces gave away or bartered American foods including ready-to-eat cereals. 
This resulted in further familiarizing great numbers of people living in many 
countries with American food products. 

The ready-to-eat cereals manufactured by the leading companies in the United 
States are made either from whole grain or have been restored to whole grain 
valued of thiamin, niacin, and iron. 

We are confident that the foreign markets in ready-to-eat cereals can be in- 
creased as a result of additional two-way foreign trade enhanced by the reci- 
procal trade agreements. 


ADVANTAGES TO THE UNITED STATES 


The advantage of such a program to the United States would be— 

1. Increased utilization of grains for ready-to-eat cereal products ex- 
ported to foreign countries—means increased farm income, and makes pos- 
sible valuable and significant usage of surplus grains in the United States, 
in a manner which does not disturb world agricultural surpluses. 

2. Increased processing of grains in the United States means more people 
employed, more business for the railroads and shipping companies and 
other industries essential to the manufacture of ready-to-eat cereals. 


ADVANTAGES TO FOREIGN COUNTRIES OF INCREASED TRADE IN READY-TO-EAT CEREALS 


The advantages of increased trade in ready-to-eat cereals to the foreign 
countries would be— 

1. The nutritional values furnished by the grain foods are of importance 
because so great a percentage of the food intake comes from grains. The 
need for grain foods in foreign countries will continue for many years. 
Ready-to-eat cereals, in addition to the fuel and protein values they provide, 
make a contribution through the standard amounts of vitamins in a ready- 
to-eat product. There is no danger of vitamin losses through home cooking. 
They also offer a variety which is highly desirable in monotonous high 
carbohydrate meals. 

2. Ready-to-eat cereals require no use of fuel—a scarce item in many 
places. 

8. We are not competing with local industries because production of 
cereal in this form has not as yet been developed in most other countries. 
Even where grain is available and the economy of such countries might 
indicate a policy of trade protection to grain processors, it would still be 
very desirable for these countries to allow ready-to-eat cereals to be im- 
ported duty free or at a low duty until such a time as consumption and 
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standards of local production reach a point of some measure comparable to 
the United States. 

4. Because the price of local foods has increased in all countries, the cost 
of imported ready-to-eat cereals is relatively low. 

These advantages have a definite bearing on the agricultural and industrial 
economy of the United States and the world, and we forcefully urge the exten- 
sion of the Reciprocal Trade Agreements Act expiring June 30, 1958. 

Very truly yours, 
L. C. Roy, President. 


BAttimore, Mp., February 14, 1958. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 

McCormick & Co., a believer in free enterprise and freedom of trade, in an- 
ticipation of your forthcoming hearing on extention of Reciprocal Trade Agree- 
ments Act, herewith, since we cannot appear, wishes to state its position: Free 
movement of goods within our several States during the past 170 years has per- 
mitted through specialization a standard of living for our people unequaled in 
any other nation. We feel the freest possible flow of goods between nations can 
do much toward raising the standard of living throughout the free world. A 
very substantial amount of United States taxpayers’ moneys is being used each 
year to attempt to give economic aid to other nations. Maximum free trade 
and the resulting natural development of specialization can give far greater 
benefits to those people we now aid directly and at no cost to the United States 
taxpayer. 

CHARLES P. McCorMICK, 
Chairman of the Board, McCormick & Co., Inc., Baltimore, Md. 


This completes the calendar, so without objection the committee 
will stand in adjournment until 10 o’clock tomorrow morning. 


(Thereupon, at 1:10 p. m., the committee adjourned, to reconvene 
at 10 a. m., the following day, March 19, 1958.) 
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WEDNESDAY, MARCH 19, 1958 


House or Representatives, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the commit- 
tee room, New House Office Building, Hon. Aime J. Forand, presid- 
ing. 

Mr. Foranp. The committee will be in order. 

The first witness this morning is the Honorable Prince H. Preston. 

Mr. Preston, we know you well. We know you favorably, and love 
to have you as a colleague and appreciate your coming to the com- 
mittee this morning. 

For the purpose of the record, will you please identify yourself? 


STATEMENT OF REPRESENTATIVE PRINCE H. PRESTON, JR., 
OF GEORGIA 


Mr. Preston. I am Representative Prince H. Preston, from the 
First Congressional District of Georgia. 

Mr. Chairman and members of the committee, I feel it a privilege 
as well as a grave responsibility to appear before this committee to 
discuss the problems of one of the important enterprises within my 
district in relation to our foreign trade policy. 

Concerned as we all are with the maintenance of a strong economy, 
it is incumbent upon us to consider well the impact of our interna- 
tional trade programs upon domestic industries that have served this 
country well for generations. 

The industry to which I refer is the hardwood-plywood industry, 
manufacturing veneers for use in home construction, furniture, mill- 
work, and many other commercial and industrial purposes. 

The hardwood-plywood industry has suffered serious economic re- 
verses owing to the present administration of our foreign trade policy, 
to the extent that in the foreseeable future this industry will cease to 
operate in domestic production unless decisive remedial action is 
taken. 

To document the damage done by foreign competition, may I cite 
a few statistics which will illustrate the problem. The use of hard- 
wood plywood in the United States has skyrocketed from 869 million 
square feet in 1951 to 1,630 million square feet in 1957, for an increase 
of 87 percent. 

In spite of this favorable market, domestic industry shipments 
registered an actual decline of 3 percent comparing the years 1951 


2341 











2342 RENEWAL OF TRADE AGREEMENTS ACT 


and 1957. On the other hand, imported hardwood plywood, chiefly 
from Japan, has risen from 64 million square feet in 1951 to 850 mil- 
lion square feet in 1957, for a staggering increase of 1,200 percent. 
To put it another way, in 1951 domestic producers accounted for 93 
percent of the market in 1951 and now account for only 48 percent. 
In 1951, Japan provided only 1 percent of the domestic consumption, 
but in 1957 provided 42 percent of domestic consumption. Perhaps 
an even better indicator is the marked reduction in profits by domestic 
producers during the same time period: from 12.26 percent in 1950 to 
5.75 percent in 1955 to 2.4 percent in 1957. 

The reason for this radical alteration in the domestic market is 
simple and clear: Unreasonably low prices based on low-wage labor 
in Japan. While the average unit labor cost in the United States is 
$38.50 per 1,000 square feet, the average unit labor cost in Japan is 
$4.17 per 1,000 square feet. On this basis Japanese imports have 
seriously disrupted domestic industry and, through continuing expan- 
sion, threaten to drive the domestic producers out of production 
entirely. 

Operating through a cartel, Japanese plywood exporters have in- 
creased plant capacity 400 percent since 1951 and continue to expand, 
virtually threatening to dump this increased output on the American 
market unless some restrictive agreement on legislation is written to 
prevent this flood of cheap plywood products from entering the 
United States. 

Frankly, I do not have much faith in agreements dependent entirely 
upon the good will of the foreign governments or even on the judg- 
ment of administrative agencies of our own Government. 

In this regard I fear that the Congress has been excessively willing 
to abdicate its primary responsibilities in this field. 

Japan agreed in 1955 to restrict its exports to the United States 
and violated that agreement by exceeding its own quota in every year 
following. 

After the industry applied for relief under the escape clause in 
September 1954, the Tariff Commission in 1955 denied relief in spite 
of the fact that the industry qualified under every section of the 
statute. 

Owing to the timing of the decision, one cannot help feeling that 
the domestic industry was sacrificed to prevent embarrassment to the 
State Department in the negotiation of general trade agreements. 

Furthermore, the President has frankly stated that he opposes im- 
port restrictions on industrial products. 

There are two suggestions [ would like to make regarding protec- 
tion of the hardwood plywood industry and other industries similarly 
situated. A simple increase of the duties on plywood would not solve 
the problem even if they were to rise to 100 percent since the 
Japanese prices are so low. 

Such increases would have the collateral effect of eliminating all 
other foreign producers from our markets. The only reasonable 
approach, therefore, is the application of an import quota designed 
to allow the domestic industry to maintain a fair share of the market. 

It should be noted that such quotas are in effect already in relation 
to some products which threaten American industry, and an applica- 
tion of such a quota to hardwood plywood would constitute only an 
extension of this practice. 
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In the long run, it is my confirmed opinion that adequate recogni- 
tion of the needs of domestic industry will not be obtained until the 
Congress rescinds its almost complete delegation of authority to the 
executive branch to negotiate trade agreements. 

At the very least, Congress should exercise a veto over trade agree- 
ments in order that American business receive a fair consideration. 

It is anomalous that Congress should evidence its concern for small 
business by many legislative measures while allowing the executive 
branch to enter into agreements which effectively curtail the opera- 
tions of small business. 

May I express my gratitude for the opportunity to appear before 
your committee today. 

I am certain that the Ways and Means Committee and the Congress 
will recognize the plight of the hardwood-plywood industry and other 
industries having like difficulties, and will take action to ameliorate 
their condition. 

Mr. Foranp. Does that conclude your statement ? 

Mr. Preston. Yes, Mr. Chairman. 

Mr. Foranp. Are there any questions ? 

Mr. Mason will inquire. 

Mr. Mason. Congressman, what you have said about the predica- 
ment in plywood and the fact that imported plywood has taken over 
52 percent of the American market is also true of several other things. 


In jewel watches, 80 percent of the American market has been 
taken over. 


Bicycles, 60 percent. 

Sewing machines, 50 percent. 

Stainless steel cutlery, 60 percent, and so on. 

That is the way it goes. 

Our American market for these things is being taken over by 
these imported articles from countries where the standard of living 
and the wages are so low that it is impossible to compete with them. 

Something must be done or we are going to lose many of our 
industries. 

Mr. Preston. I certainly agree with you, Mr. Mason. It is unfor- 
tunate that this situation has developed at a time when our economy 
is sagging because it compounds the economic problem with which 
we are faced today. 

Mr. Mason. Let us hope when this bill comes up before the House 
that we can muster more than 199 votes against it. 

That is all, Mr. Chairman. 

Mr. Foranp. Are there any further questions? 

Mr. Kina. I was not listening, Mr. Chairman, at that moment. 
Will the gentleman repeat what he said ? 

Mr. Mason. You heard what I said, my dear man. 

Mr. Kina. What bill are you speaking of ? 

Mr. Mason. This reciprocal trade extension bill we are considering. 

Mr. Kine. You say there are 199 votes against it. 

Mr. Mason. There were 199 votes 3 years ago against it. 

Mr. Kina. I am sorry. I thought you were predicting. 

Mr. Mason. No, I was not predicting. I said I hope. 

Mr. Foranp. If there are no further questions, we thank you for 
your appearance before the committee. 








2344 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Preston. Thank you, Mr. Chairman. 

Mr. Foranp. The next witness is Dr. Maxine Woolston. 

Will you come forward, please. 

For the purpose of the record, will you identify yourself by giving 
your name and capacity in which you appear. 


STATEMENT OF MAXINE WOOLSTON, IN BEHALF OF THE AMERICAN 
ASSOCIATION OF UNIVERSITY WOMEN, WASHINGTON, D. C. 


Miss Woorston. I am Maxine Woolston. 

Mr. Foranp. In whose behalf are you appearing ? 

Miss Wootston. I am appearing on behalf of the American Asso- 
ciation of University Women. 

Mr. Foranp. Do you think you can complete your statement in the 
15 minutes alloted to you? 

Miss Wootsron. Yes, sir. I have a short statement which has been 
repared. It was prepared to be short, if you will forgive my frivolity, 
ecause we thought so many statistics had been requoted during 30 

days of testimony that you would like to know and have us come right 
to the point as to how we stand and where we stand. 

I am sort of a corpus delicti to show you what dedicated, informed 
democratic groups can do. We study very hard before we lobby be- 
fore you. 

Mr. Foranp. Weare very anxious to hear you. You may proceed. 

Miss Wootston. Thank you. 

This is submitted by Dr. Maxine Woolston on behalf of Dr. Meri- 
beth Cameron, chairman, International Relations Committee of the 
American Association of University Women and Mrs. Walter M. 
Bain, chairman, legislative program committee, American Associa- 
tion of University Women. 

Members of the House Ways and Means Committee, the American 
Association of University Women wishes to express its great apprecia- 
tion for the opportunity to appear before this committee. 

Iam Dr. Maxine Woolston, and at the present time I am a professor 
of economics, teaching international trade at Bryn Mawr College. 

I have been a member of the AUW for 17 years. 

I am sorry I was not old enough to have been a member when Cor- 
dell Hull’s first Reciprocal Trade Act was passed. 

We have to be a college graduate before we can belong and I can 
speak from personal experience of the association’s program of study 
and action not only as a member, but as a former staff member and 
as a member of the national committees. 

Presently I am a member of the board of directors of the Phila- 
delphia and vicinity branch and also its international chairman. 

I have traveled throughout the State of Pennsylvania recently in 

Erie, Scranton, Allentown, Pittsburgh, and other smaller towns, ex- 
plaining parts of the problems involved in the act that you have before 
you. 
Our organization is composed of 1,394 branches in 48 States. This 
is supposed to get all of you interested, you see, because educated, 
dedicated members are all political faith and when they are really 
informed they are something. 

We also are organized in the District of Columbia, Hawaii, Alaska, 
and Guam. 
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Our membership is small; it is only 143,020, but think of 143,020 
informed women and I would never underestimate the power of 
information. 

The AAUW which came into being almost 77 years ago in 1881, 
and that makes it important and not slippery, we are not going to 
go out of the picture, found its interest in foreign affairs crystalized 
by World War I when its study groups in international relations first 
were formed. 

Throughout the subsequent 40 years the purpose of these study 
groups has remained “Development of informed public opinion as a 
contribution toward building a peaceful and healthy foreign policy 
for the United States.” 

Since 1934 when Secretary of State Cordell Hull first proposed 
reciprocal trade agreements, the association has studied and endorsed 
this important concept of American foreign policy. It has as part 
of its legislative program consistently and continuously favored this 
agreement. 

We are here today to support renewal once again under the follow- 
ing legislative program items unanimously voted at the last AAUW 
biennial convention in June of last year in Boston. 

That is put in there because, sir, when I used to do this more regu- 
larly we were constantly asked how can you speak for your organiza- 
tion. 

Therefore, it is important for you to know that not only have we 
studied this, but this is a resolution put in in a convention of demo- 
cratic women and if you have ever gone through that, you would 
think it was compared to being elected as a Representative of Con- 
gress of the United States. 

The resolution is: 

Support of a constructive foreign policy implemented by existing constitutional 
provisions and designed to develop conditions favorable to democracy, economic 
well-being, security, and peace throughout the world by working for such objec- 
tives as liberalizing world trade. 

Our members do not come easy to legislate and therefore, if you 
would, I think you have before you the written testimony, you do not 
have my ad libs, but if you would look carefully at that and this 
is arrived at after considerable discussion. 

Many witnesses have already appeared before this committee to 
give testimony about the technical functioning of the reciprocal-trade 
program and the influence of the trade agreements on specific indus- 
tries and businesses. 

As an education, consumer, and citizen association, we wish to em- 
phasize the importance of the reciprocal-trade agreements as an in- 
strument of American foreign policy. 

If there is time some of you gentlemen might be able to trip me 
up to see how I know about the citizen, education, and consumer 
associations belief. 

Any student of history or observer of the modern scene cannot 
help but note the influence of economic policies, strengths, and re- 
sources as basic factors in a viable foreign policy. 

With the phenomenal growth of the United States to a position 
of dominating economic as well as political and military power, events 
have thrust upon us the leadership of the free world. 
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Along with this leadership goes the major responsibility for the 
economic stabilization of the free world. 

One need merely look over the figures provided by the First National 
Bank of Boston, which report on the United States as the world’s 

eatest trading nation, to grasp the full impact of this responsibility. 
The bank reports that the value of our exports was $20 billion in 
1957, 20 percent of total world trade, while our imports totaled $12 
billion. 

That is $20 billion as contrasted to $12 billion. Nearly 414 million 
American families depend for their income directly upon world trade. 

With our remarkably high standard of living, the United States, 
according to United National statistical studies for 1952 2-54, shows 
a per capita national product of $1,870 for the United States by 
comparison with Great Britain $780 and India at $60. 

Along with this we find ourselves in a position also of privilege 
and obligation. The decisions we make about United States economic 
policies serve in fact as decisions about the economic future and well 
Rants of the rest of the world. 

The Communists are well aware of the value of using economic 
policies to accomplish their larger political and diplom: itic purposes. 
They are even now moving into the foreign aid and economic devel- 
opment field, snatching at that fund: amentally American concept per- 
sonified by the Marshall plan, to advance a growing program that 
will bind strategically selected areas into the economic web of the 
Soviet orbit. 

They have increased their trade with the less developed areas of 
the world to $1.4 billion in 1956, an increase of 27 percent over 1954. 

Khrushchev, as you well know, has openly declared economic war 
on the United States, giving dramatic reemphasis to the words of 
Lenin pronounced more than 40 years ago: 

As long as capitalism and socialism exist, we cannot live in peace, in the end, 
one or the other will triumph, a funeral dirge will be sung over the Soviet Re- 
public or world capitalism. 

Given these circumstances of world polictics, Congress must take 
action on the reciprocal trade agreements in the perspective of the 
United States as a world leader rather than as a world failure. 

The AAUW believes, therefore, and it consists of our specific recom- 
mendations—we are not pleading here about the act making it cheaper 
for consumers to buy many products ; we are not going to go into 
argument about what effect it can have on unemployment; we are 
not going into the problem of the effect on defense because the 
effect on defense as compared to this problem is so weird as to think 
that man must be insane to put it forward as an argument, being 
concerned with missiles, Vanguards, sputniks, versus the industries 
involved in this particular problem. 

As I said, about consumers, we are not talking about the possible 
effects on unemployment; we are not talking about defense; we are 

saying for sound foreign policy we need to have it and our specific 
recommendations are these : 


It is essential for the President and his executive departments, which have 
access to intimate information on foreign affairs, tu continue to have the power 
to administer the trade treaty agreements. 
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Anyway, constitutionally it would be insufferable to think that the 
President as the executive head, unless there was specific legislation, 
should not have control over the administrative offices. 

The establishment of the President’s trade policy committee en- 
ables the Secretary of State, Commerce, Treasury, Defense, Interior, 
and Agriculture, and Labor to confer together so that the recom- 
mendations made to the President reflect the information and ex- 
perience of all these agencies rather than one and all closely con- 
cerned with the United States trade policies. 

Our second recommendation : 

It is indispensable for the Congress to approve extension of the Reciprocal 
Trade Act for the 5-year period. 

Our industrial alliance in Europe, as well as our lesser economically 
developed friends in Asia, Africa, and Latin America and our neigh- 
bor to the north, Canada, are moving rapidly with economic policies 
to meet the challenge of changing world patterns. 

The next 5 years will prove of critical significance for the new com- 
mon market of Western Europe. 

In order to conduct necessary negotiations with this new trade unit, 
both the United States and the European economic community must 
have the assurance of consistency in American policy for this minimal 
period. 

[ think that could be extended to other geographical areas as well, 
but the point is well taken. 

Such continunity will also provide the atmosphere in which trade 
agreements can be readily reached to the mutual advantage of both 
parties. Anything less may increase the “pressures for neutralism,” 
a problem too succinctly discussed on the floor of the Senate on the 
3d of February by a Member of that body. 

The budding Latin American common market poses a similar sit- 
uation. 

The 5-year extension is wise because it parallels the long-term de- 
velopment- loan programs which the United States is now “endorsing 
to assist the economic growth of the 20 new nations of Asia and 
Africa, our good neighbors in the southern half of the Western 
Hemisphere, ‘and the still relatively untouched areas south of the 
Saraha. 

I would like to ad lib here a bit. 

We know a bit about the economic conditions of the peace after 
World War I and the folly thereof. I hope we will not risk the 
economic consequences of not passing a reciprocal trade agreement 
by which we extend loans and at the same time freeze out all possi- 
bility of the people to whom we have lent paying back the money 
that we have loaned them. 


3. It is imperative in order to properly implement the renewal of the Trade 
Agreements Act to accept the Organization for Trade Cooperation as the agency 
by which the General Agreements on Tariffs and Trade can be made to function 


most effectively. 
Failure to act upon United States membership in OTC in the 
previous Congress has contributed uncertainty about and a lack of 
confidence in, the ultimate intent of the United States Government. 
As consumers in the American economy, the AAUW membership 

is keenly aware of the natural, though selfish inclination to meet the 
24093—58—pt. 2 
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present temporary recession with defensive moves against foreign 
competition, including possible crippling amendments or rejection of 
the reciprocal trade agreement. 

Such myopic action would neither solve our domestic economic 
difficulties, nor add prestige to the leadership of the United States 
in the free world. 

Other better steps can ameliorate the domestic recession while pas- 
sage of the trade adjustment act could provide opportunity for meet- 
ing the dislocation of workers, industries, or communities honestly 
injured by imports into this country. 

It behooves the American public and Congress to act with maturity 
to develop and carry out a foreign trade policy that truly reflects 
our total national interests, not individual ones, and gives credence 
to our claim to free world leaders hip. 

Renewal of the Reciprocal Trade Act is an integral part of such 
action. 

Thank you. 

The Cratrman. Dr. Woolston, we thank you for coming to the 
committee and giv a us the views of the American Association of 
University Women. 

Are there any questions? 

Mr. Mason will inquire. 

Mr. Mason. Dr. Woolston, I was a schoolteacher and a professor 
for 35 years before I came to Congress. I have been in Congress 21 
years. When I came to Congress I was full of dogmatic, dictatorial 
habits, and I was cocksure in my attitudes, but after 21 years in Con- 
gress I have had most of that rubbed out of me and I now have some 
sympathy and some appreciation of the attitude and beliefs of others. 

I recommend, Dr. Woolston, that you run for Congress and be in 
Congress 21 years; it might change your attitude toward the mem- 
bers of this committee and toward the C ongress. 

Miss Wootston. I thank you, sir. I am very pleased that you think 
I could improve as well as you in 21 years. 

Mr. Mason. That is all, Mr. Chairman. 

The Crarrman. Are there any questions. 

The CHatrman. The Chair observes our colleague, the Honorable 
Keith Thomson, is in the room. 

Please come forward and for the purpose of the record, although 
we know who you are, identify yourself by giving your name and 
your congressional district. 

Mr. Trromson. Thank you, Mr. Chairman. 

I am Keith Thomson, ‘Member of Congress from Wyoming. 


STATEMENT OF REPRESENTATIVE KEITH THOMSON, OF 
WYOMING 


Mr. Tuomson. Mr. Chairman and members of the committee, I 
appear as one of the sponsors of substitute legislation on the exten- 
sion of the reciprocal trade legislation. My bill is H. R. 10879. 

This, however, is only a modification of H. R. 961 introduced by 
me on the first day of the 85th Congress in 1957. 

Before that, during my first term, I introduced similar legislation 
in the 84th Congr ess. 
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I think that it is one of the most important issues facing America 
today. I congratulate this committee for the time it is devoting to 
these hearings in its effort to give all segments of the American econ- 
omy a chance to be heard. 

I fully appreciate our world position and responsibilities. Other 
nations of the free world most certainly realize that if the United 
States goes under, then the whole free world goes down with it. 

Our objective is to help the rest of the free world to help itself 
and not to lower our own standards of living. 

The economic strengths of the United States are widely dissemi- 
nated wealth with purchasing power moving freely in a relatively 
free economy to create mass markets expanding national wealth and 
constantly higher standards of living. 

This has been characterized by high wages. 

Primarily because of our war efforts, we are now confronted with 
a high national debt and high taxes. We have taxed our American 
citizens, or put them in debt to provide foreign economic aid to build 
factories and to teach our technical know-how abroad. 

We have given favored tax treatment to American investors to 
encourage them to build factories abroad. We have eliminated many 
protections to American markets. 

The effect is to provide means for foreign producers, including 
Americans, to exploit cheap foreign labor and lower foreign taxes 
to put American producers out of business and American workers 
out of work. 

This is a vicious circle. Continued indefinitely, it can lead only 
to national bankruptcy. The American economy is strong. If we 
act now I think we can correct the situation without harming or 
taking anything substantial away from friendly nations. 

As a matter of fact, that is what the substitute legislation pro- 
poses to do. It is legislation to foster expanding trade on a sound 
basis. 

I think the foreign producers, particularly American foreign pro- 
ducers, that are fighting this, are shortsighted and if they are suc- 
cessful would ultimately be the ones that are hurt the worst. 

You cannot destroy your customers without destroying your 
business. 

Those who oppose this substitute legislation use the old army tech- 
nique of talking about the “big picture.” They support their argu- 
ments by broad statements that cannot in my opinion always be 
proved. 

In this respect I am reminded of the story of the small boy who was 
riding with his mother on the train. To quiet him down his mother 
tore a picture of the world from the magazine that she was reading 
and tore it up in jigsaw fashion for him to put together. 

Very soon he had it finished. In amazement she said to him, “How 
did you do it? You don’t know what the world looks like.” 

“Oh,” he said, “I didn’t bother with that. I just put the man on 
the back together and the world fell into place.” 

I suppose you might say I do not know the big picture either, and I 
would suppose you would be right. 

I would like to tell you something of the district which I have the 
privilege to represent, the State of Wyoming. 
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First, let us mention wool production because that is one of the first 
industries hit following World War II. 

The foreign competitors were not destroyed and did not have to 
rebuild following the war. We are the second largest wool-producing 
State in the Nation. Our production dropped by almost 50 percent 
in less than 10 years as did the national production immediately fol- 
lowing World War II. 

It is vital that the Wool Act of 1954 be extended or this liquidation 
will continue. To fully correct the situation something more is 
required. 

We know that our only market is with American manufacturers. 
We see them being liquidated. Something more is required. 

In this respect I would like to call your attention to the last subsec- 
tion of my bill, H. R. 10879, which is to provide for industries and 
producers that were hurt first. 

I now direct your attention to the oil industry. Every responsible 
investigation of this has found that a minimum domestic production is 
essential to our security and this is endangered by reason of excessive 
foreign imports. Voluntary controls have failed. Imports have con- 
tinued to rise both on the volume and percentage of production basis. 

Wyoming is the sixth State in production and the fourth in reserves. 

For the first time since 1943, last year, our overall national new 
reserves were less than our production. This is not because the oil 
is not there. 

Our State has hardly been scratched. This business, the business of 
finding it, is a risky business and expensive business, and unless we do 
something about it the handwriting on the wall is very clear. 

The situation in Wyoming is less obvious because the State has no 
economic pro-ration law. The handwriting is just as clear, though. 
Exploration is being curtailed. It is the key to the future. 

The independent is being forced out of business. The major pro- 
ducer is spending his money elsewhere. This is a business that uses 
large amounts of trucks, equipment, and supplies, something must be 
done to write the 1954 ratio into law. 

This should be done, I believe, on a general basis without specific 
attention to a single industry. This is necessary also as far as our 
already depressed coal industry is concerned. 

The cattle industry has weathered its own recent depression and 
has wisely avoided Government price supports. 

Prices have finally improved. With improving prices comes the 
same old threat. Imports of beef increased from 204 million pounds 
in 1956 to 325 million pounds in 1957 while exports were dropping from 
181 million pounds to 121 million pounds. 

Now we are threatened with importation of live feeder cattle from 
Australia and New Zealand as well as constantly increasing imports 
of carcass beef. 

The sound method of improving American agriculture is to use our 
land to provide for the American market. We can do this both with 
sheep and cattle. We see our industries destroyed or threatened. 
Coupled with that we see new development of our national resources 
being rescheduled and set back. This is a loss to the Nation. 

I would like to have the time to go into other specific instances, but 
do not want to trespass upon your time to that extent. Wyoming is 
asmall State, but it is a State of customers for the Nation. 
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During the sugar hearings of 1955 when the leaders of both labor 
and industry were down here from Detroit telling us that we were not 
important, giving it all to Cuba, I commented at that time, based upon 
research from the Library of Congress which showed that this single 
State of a little over 300,000 people bought more trucks, more trailers, 
more tractors, and more railroad engines for use in the State than 
the whole island of Cuba, that the day was coming unless they recog- 
nized this, that they would destroy their customers. 

I think that day is fast approaching and one needs only to look at 
conditions in Detroit now to see it. 

The whole is the sum of all the parts. As I talk to fellow Congress- 
men around the Halls of Congress, I get the idea they are hit in differ- 
ent ways, but each district is affected. 

Left to vote in a free atmosphere I feel confident they would properly 
take care of this. 

These are the customers which are either being hurt or being de- 
stroyed. That something be done about it is essential to the progress 
and economic well-being of America, as I see it. 

It is essential for a sound foreign trade, I believe. It is my hope 
that this committee will report a bill that will adequately take care of 
this situation. 

As a minimum I hope you will ask for and support a rule which 
will allow the House to work its free will. The only way that we can 
get the true consensus properly reflected, I believe, of America and 
what is really happening in this country, is to have the people who 
are closest to the people of all elected officials voting their own con- 
victions on what should be done. 

I thank you very much, Mr. Chairman, and again congratulate 
you for the attention you have given this subject this year. 

The Cuarrman. Thank you, Mr. Thomson, for coming before the 
committee and giving us the benefit of your thinking on this subject. 
Mr. Tuomson. Thank you, Mr. Chairman. 

The CHarrMan. Our next witnesses are Mr. Pezzati and Mr. Clott. 
Do both of you desire to participate in the use of the 20 minutes ? 
Mr. Pezzatt. Just one. 

The Cuamman. Will you identify yourselves for the record. 


STATEMENT OF ALBERT PEZZATI, IN BEHALF OF INTERNATIONAL 
UNION OF MINE, MILL, AND SMELTER WORKERS, WASHINGTON, 
D. C. 


Mr. Pezzatt. My name is Albert Pezzati, secretary-treasurer of the 
International Union of Mine, Mill, and Smelter Workers, headquar- 
ters in Denver, Colo. 

With me is Mr. Herman Clott, our Washington representative. 

I appreciate the opportunity to give the views of our organization 
to your committee, Mr. Chairman. 

he CuamrMan. Will it be possible for you to conclude your state- 
ment in the 20 minutes we have allotted to you? 

Mr. Pezzartt. I believe it will be. 

The Cuarrman. If you omit any parts of it, without objection, the 
entire statement, plus the appendixes, will appear in the record. 

Mr. Pezzati. Thank you. 
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My organization is the oldest union in the nonferrous industry and 
represents the great majority of the workers in American nonferrous 
mines, mills, and smelters. 

The three most important metals of this group—copper, lead, and 
zinc—have been grievously injured within the past year by price 
declines which have forced the curtailment or shutdown of operations 
at mines and smelters. 

When representatives of this union appeared before this committee 
on August 1, last year, in support of the administration’s bill to levy 
import taxes on lead and zinc, our surveys indicated that 3,500 to 
4,000 jobs in lead-zinc mining and smelting, and some 1,700 jobs in 
copper, had been lost as a result of shutdowns and production cut- 
backs since the first of the year. 

We have continued to maintain current data, and we now estimate 
that a total of 8.500 miners and smeltermen in lead and zine and 6,500 
in copper have been laid off in 1957 and 1958 to date. Attached to 
this statement are tabulations of layoffs and cutbacks at mines and 
smelters as of February 15, 1958, based on information obtained from 
all available sources, including direct periodic reports from our locals. 
We respectfully request that this material be incorporated in the 
record of these hearings. 

Layoffs thus far represent about one-third of all production workers 
in lead and zinc, and in copper a somewhat smaller proportion of the 
work force. Other thousands of workers, as yet still employed, are 
on reduced workweeks, which, in some instances, have resulted in 
losses of up to 40 percent of weekly take-home pay. This is the meas- 
ure, in human terms, of the injury which led to our appearance before 
the Tariff Commission last fall for relief under the escape clause for 
the lead and zinc industries, and which has led to widespread support 
more recently for import taxes not only on lead and zinc, but on 
copper. 

It is not necessary before this group to elaborate at length on the 
causes of the plight of the American nonferrous metals industries. 
Basically, it is the result of an immense expansion of world produc- 
tion of all these metals at a time when United States production of 
lead and zinc has declined, and copper production has only in the past 
2 years reached output levels achieved during World War II. Much 
of this expansion of foreign production was financed by the United 
States Government itself, which has extended aid in the amount of 
almost $400 million in direct loans and grants for foreign lead, zinc, 
and copper development since 1950. 

This figure is exclusive of amounts expended for stockpiling, barter 
of farm products for metals, or purchases under price guaranty 
agreements with newly developing properties. These latter programs, 
while operative, also had a marked effect not only on minerals devel- 
opment, but upon capacity operation of already developed properties. 
A measure of the impetus given to foreign production by our Gov- 
ernment’s direct aid to minerals development, and of its stockpiling, 
barter, and price guaranty programs, 1s indicated by the expansion 
of foreign production of lead in 1956 by 72 percent over average 
1946-50 output, of foreign zinc production by 94 percent, and of 
foreign copper production by nearly 60 percent over the same period. 

Because of these increases in production of nonferrous metals, 
world production has outrun world consumption requirements. In 
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the absence of effective protection against imports, the United States 
market for nonferrous metals has reflected this condition of world 
oversupply, even though this country does not produce enough of 
any of the three metals to meet its domestic requirements. In recent 
years, the American market has been literally flooded with imports of 
lead and zinc. As we pointed out to this committee last August, in 
the years 1946-50 imports of lead and zinc were 86 and 62 percent, 
respectively, of the doaudtic mine production of these metals. In 
1956, lead imports were 138 percent and zinc imports were 143 percent 
of domestic mine production. 

The percentages for the first 11 months of 1957, reflecting cutbacks 
in domestic mine production and increases in imports, are 150 percent 
for lead and 149 percent for zinc. 

The continued high level of lead and zine imports following the 
announcement last year that the stockpiling program was to be dis- 
continued was the precipitating factor in the collapse of lead and 
zinc prices. 

The United States produces a much larger percentage of its do- 
mestic copper requirements than is the case with lead and zinc, and 
the past 5 years has witnessed a substantial decline in United States 
net imports of copper, from some 560,000 tons in 1953 to approxi- 
mately 245,000 tons in 1957, based on a projection of data on imports 
for the first 11 months of last year. 

Net imports thus declined from 60 percent of domestic mine pro- 
duction in 1953 to about 22 percent in 1957. And yet, in the face of 
this declining trend in net imports of copper, the United States price 
of copper today, if we take an average of the producers’ and custom 
smelters’ prices, is less than half what it was in June 1956. 

The explanation for this seeming paradox is that the price of cop- 
per in the United States is not determined by the supply available 
in the United States, but by supplies available on the world market, 
which can be exported freely to the United States today whenever 
price differentials between United States and foreign copper markets 
widen sufficiently to exceed shipping costs. 

Supplies of copper coming onto the world market from countries 
other than the United States, as we have seen, increased by about 60 
percent from 1946-50 to 1956. This increased supply of foreign cop- 
per, freely available for shipment to the United States, has beaten 
down the domestic price just as effectively as if it were physically 
present in this country. 

New copper mines now under development or to be developed will 
increase world production in the next 3 years by more than 650,000 
tons per annum, or by nearly 18 percent of 1956 mine output. Most 
of the expansion in world lead and zinc production stimulated by the 
Government’s various programs has already taken place, but the out- 
look for copper is for a growing imbalance as world copper produc- 
tion capacity increases by nearly one-fifth in the foreseeable future. 
In the absence of remedial measures, this can only lead, as has oc- 
curred in lead and zine, to further sharp reductions in United States 
mine production of copper. 

The inability of the domestic nonferrous mining industry to main- 
tain production levels in the face of increasing foreign output is not 
the result of inefficient or antiquated mining methods; the United 
States is acknowledged leader in the development of the most modern 
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and efficient drilling, cutting, loading, and ore treatment processes in 
the world. 

The United States is the world’s leading producer of copper, lead, 
and zinc, and maintains this position even today only because of the 
combination of advanced technology and highly skilled labor which 
is characteristic of the industry. The problems of the domestic non- 
ferrous industry stem rather from the growing competition of mines 
in South America and Africa, where wage scales range from one- 
fifth to as little as one twenty-fifth or less of the American nonferrous 
miners’ wage. 

It is to these areas that most of the United States Government’s 
direct aid of nearly $400 million for expanded production of copper, 
lead, and zinc, has gone, and it is from these areas that decisive 
amounts of production from new or expanded mines have come. We 
say that the output of these continents has been decisive in world 
markets because their output of all three metals is almost entirely ex- 
ported to the European and North American markets. 

These continents, and to a lesser extent Australia which exports 
lead and zinc, are the great export sources of nonferrous metals. Pro- 
duction and consumption in Asia is relatively low, and the net trade 
of Asia in these metals is unimportant at this time. 

These areas of extremely low wage standards offer a wage competi- 
tion vastly different in degree from that encountered by American 
manufacturers whose competition comes from the advanced countries 
of Western Europe. 

Basically, it is the differential in wage rates which has forced cur- 
tailment of output at United States mines. The differentials in wage 
rates can in no way be regarded as a measure of productivity dif- 
ferentials; African and South American mines on the average are 
newer than American mines, have had the benefit of the best of 
modern engineering, and are equipped with cutting, loading, moving, 
and ore treatment facilities every bit as up to date as those found in 
the United States. 

The way this wage competition works out to the disadvantage of 
the American miner is strikingly illustrated in the outcome of recent 
negotiations between the Kennecott Corp. and the Government of 
Chile. 

Kennecott operates some of the most modern and efficient open pit 
copper mines in the country in Utah, Nevada, Arizona, and New 
Mexico. It also operates a large copper mine in Chile. Recently the 
Government of Chile recommended a 10-percent production cutback at 
major Chilean mines to go part way in meeting United States and 
foreign copper production cuts. 

The Kennecott Corp. subsequently sought and obtained the agree- 
ment of the Chilean authorities to no reduction in Kennecott’s 
Chilean output. It argued that if it cut its Chilean output, it might 
have to fill some orders for copper from its United States production. 

As its part of the bargain, according to Dow-Jones Service, Kenne- 
cott agreed to cut its United States copper output. In other words, 
Kennecott would rather produce copper in Chile, where wages are 
about one-fifth as much as in the United States. Kennecott has laid 
off approximately 2,000 copper workers in the United States within 
the past year. 
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The loss in employment in Kennecott’s operations in the United 
States attributable to the deal worked out with the Chilean Govern- 
ment is substantial. The proposed cut that was not made in Chile 
would have been more than one-third as large as Kennecott’s an- 
nounced production cuts in this country within the past year. 

I would like to add here, Mr. Chairman, that since this statement 
was prepared Kennecott announced only last week an additional 
layoff of 1,000 copper miners in its domestic operations, Utah, Nevada, 
Arizona, and New Mexico. 

This comes on top of the 2,000 already laid off and in our opinion 
comes as a result of the Chilean agreement here discussed. 

You can imagine the effect that that is having today in these 
mining communities in these Western States. 

As we appear at these hearings on the extension of the reciprocal 
trade program, we find ourselves in basic sympathy with its objectives, 
which have long been supported by this union. We favor expanded 
international trade and the reduction of barriers to trade. At the 
same time, we believe that the overriding public interest in the pres- 
ervation and development of a basic natural resource such as the 
domestic nonferrous metal mining industry must receive considera- 
tion in any extension of the trade program. 

Under this program, as it has operated, the industry has not only 
suffered serious injury; important segments of it face the prospect 
of extinction with the closing of mines and their gradual deteriora- 
tion with prolonged inactivity. Even at this late date, there is un- 
certainty as to what relief, if any, may be accorded under the exist- 
ing law to lead and zinc, which thus far have been harder hit than 
copper. 

But I will not go into these points because they are not of primary 
concern at this time to this committee. 

However, until some of the other measures which we propose 
can be given effect, we face the problem of our industry and our 
membership which is dependent upon it. 

Our union is seeking action on a number of broad fronts for the 
alleviation of the distress of our membership. Recognizing that 
this committee hearing is primarily concerned with the question of 
the extension of the reciprocal trade program for nonferrous metals 
to be achieved by the payment of a production bonus during periods 
of prolonged market imbalance, a wide range of measures in such 
fields as taxation, public works, welfare, re education to promote 
economic recovery, and a greatly expanded foreign-aid program. We 
believe that economic recovery at home, and a foreign-aid program 
which would more effectively promote economic development in un- 
derdeveloped countries would result in an expansion of world de- 
mand for nonferrous metals that would soon remove the present gap 
between available supply and demand. 

The underdeveloped areas of the world are a vast and relatively 
untapped field for expanded use of metals, as they now seek to re- 
construct their economies along 20th century lines. 

Until these measures can be given effect, we are faced with the prob- 
lem of our industry, and our membership, which is dependent on 
it. 
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_ Herewith are five proposals which we urge for your consideration 
in shaping the extended reciprocal trade program more closely to 


meeting the need for import restriction in circumstances such as have 
befallen nonferrous metals. 


First, we would endorse the principle inherent in a measure informally 
proposed some years ago by the United States repressentatives to the General 
Agreement on Tariffs and Trade which would recognize that “unfair labor 
conditions * * * particularly in production for export, may create difficulties 
in international trade which nullify or impair benefits” under GATT. Unfair 
labor conditions as thus defined most certainly characterize nonferrous metals 
production in Africa and South America, and in our opinion are at the root of 
the difficulties confronting our industry today. 

Our union supported the administration’s bill to impose import 
taxes on lead and zinc, although we made it clear at the time that we 
questioned the effectiveness of the proposed tax rates in retarding 
imports produced by cheap foreign labor. 

We therefore stressed the need for a quota arrangement for imports 
which would be geared to meeting the requirements of the domestic 
market for imported metal, and which would, in the allocation of 
quotas to individual countries, give credits to countries with higher 
wage levels in proportion to the extent to which such levels most 
nearly approximated those in the United States. 

Subsequently, this union appeared before the United States Tariff 
Commission at hearings last November, in support of maximum pos- 
sible tariff increases on lead and zinc, and quotas, based on the prin- 
ciples outlined earlier before this committee. 

In the course of questioning by the Commissioners after the formal 
presentation of this union’s testimony, it was brought out that the 
union, regarding the possible increases in tariff rates as likely to be 
ineffectual, placed its reliance for protection upon quotas, and in fact 
was supporting both the tariff and quota only because of uncertainty 
as to the practical possibilities of achieving quotas. 

We would ea the position on import taxes and tariffs taken 
by our union before this committee, and subsequently before the 
Tariff Commission, as action dictated by the sudden employment 
crisis which then confronted our membership. 

We supported, in both instances, the only possible lines of action 
then open which offered some measure of relief for our hard-pressed 
membership. However, we do not regard tariffs or import taxes as 
the most workable or desirable measures for dealing with import 

roblems such as face the United States nonferrous metals mining 
industry. 

A tariff or import tax is a blunt instrument with which to limit 
imports. 

It applies equally to imports from all countries, and tends first to 
choke off imports from countries with adequate wage standards, 
while offering little impediment to imports from countries with sub- 
standard wages. It could, for example, close or sharply restrict 
the American market to imports of nonferrous metals from Canada, 
a traditional, major, and vitally important source of supply for all 
three of the major nonferrous metals. 

We believe, on the other hand, that import quotas should be used 
whenever necessary to correct imbalance in the United States market. 
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We would recommend that in extending the reciprocal trade program, 
consideration be given to incorporating new language in the escape 
clause, which would require the agency responsible for establishing 
import quotas to allocate them on a selective basis so as to permit im- 
ports from countries with the most adequate wage standards to con- 
tinue at levels in line with those of recent years. 

We would recommend that the clause provide that curtailment, as 
necessary to correct imbalance, be imposed on imports from countries 
with substandard wages, as measured by the test of unfair labor con- 
ditions spelled out in the United States proposal to GATT referred 
to above. 

We regard this proposal as a logical extension of this union’s recom- 
mendations for gies of the quota allocation procedure in con- 
nection with the administration lead-zine import tax bill and the 
subsequent escape-clause proceedings before the Tariff Commission. 

We would endorse measures which have been discussed earlier 
in these hearings for speeding up the work of the Tariff Commission 
in escape-clause proceedings, and for giving the Commission the sub- 
pena power to obtain information needed for determination of injury. 

Certainly very heavy injury has been sustained by the American 
lead-zinec mining industry since its current problems first started to 
receive the attention of the executive branch some 9 or 10 months ago. 
Much of this damage could have been averted if action could have 
been taken more promptly. 

Here, Mr. Chairman, I would like to call to the committee’s atten- 
tion an editorial which appeared in last Friday’s Denver Post, en- 
titled “The Mining Industry Needs Help.” 

I will not take time to read it except I would like to refer to one 
paragraph which says: 

Two weeks ago the Commission told the House Ways and Means Committee, 
during reciprocal trade hearings, that it was awaiting word from miners in the 
field who had not responded to requests for further detail. 

Well, for the Commission’s information, those miners have probably gone 
out of business while relief for the domestic mining industry has gone begging. 
There are 15,000 unemployed now in the Nation’s mines, over half of them in 
the closed-down lead and zine industry. 

With your permission I would like to have this editorial inserted 
in the record. 

The CHAmRMAN. Without objection, it will be included in the record. 

(The editorial referred to follows :) 


(The Denver Post, Friday, March 14, 1958] 


THE MINING INDUSTRY NEEDS HELP 


For 6 months the United States Tariff Commission has had on file an emer- 
gency request to increase duties and fix quotas on imported lead and zinc, under 
the escape clause of the Reciprocal Trade Agreements Act. For 3 months it 
has been deliberating on testimony taken during week-long hearings held last 
November in Washington. 

Despite pleas for action from President Eisenhower, the American Mining 
Congress and the Western Governors Conference, the Commission has reached 
no decision and given little indication that it is even close to one. 

Two weeks ago the Commission told the House Ways and Means Committee, 
during reciprocal trade hearings, that it was awaiting word from miners in 
the field who had not responded to requests for further detail. 
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Well, for the Commission’s information, those miners have probably gone out 
of business while relief for the domestic mining industry has gone begging. 
There are 15,000 unemployed now in the Nation’s mines, over half of them in the 
closed-down lead and zinc industry. 

As delegates to the 53d annual convention of the big International Union of 
Mine, Mill, and Smelter Workers meet in Denver, copper prices are off nearly 
50 percent from their 1956 highs. Water is rising, timbers are rotting, shafts 
are caving in throughout the base metal mines of the Rocky Mountains. 

Payrolls are off $20 million. Montana and Idaho stand at the top of the 
unemployment rates, by States. New Mexico, Utah, and Nevada have seen 
large increases in the numbers of unemployed who have exhausted their com- 
pensation. Surplus foods are beginning to be distributed to forming bread lines, 
Serious as the mining situation is in Colorado, so far we’ve managed to fare 
somewhat better but time is running out faster than the ores. 

In 1954 the Tariff Commission recommended maximum relief for the dis- 
tressed domestic lead-zinc industry. But President Eisenhower rejected the 
Commission’s findings in favor of a Government stockpiling program which has 
now run its course after accumulating a hoard of minerals, metals, rubber, and 
other war materials worth half a billion dollars more than the much-publicized 
farm surplus. 

When the administration’s piecemeal, long-range minerals program of sliding- 
scale import duties, several years in the making, died aborning in Congress last 
year, the President indicated he favored the Tariff Commission approach to the 
lead-zine crisis rather than any new legislation. 

The imposition of effective mineral tariffs and restrictive quotas would raise 
serious trade policy questions but the rising water and mounting unemployment 
in the Nation’s domestic mining industry demand immediate attention. 

As long as the issue of the relief of mining is stalled in the Tariff Commission 
no one else will be inclined to tackle it. The Commission should make a recom- 
mendation one way or the other and let the administration and Congress get on 
with a proper solution. 


Fourth, in cases where the Tariff Commission finds that injury due 
to excessive imports has occurred, we propose a special program for 
immediate relief to workers whose jobs have been lost. Such a pro- 
gram would include an increase in the amount and duration of un- 
employment compensation benefits, early retirement, if desired, for 
workers over 60, and for workers whose jobs are permanently termi- 
nated, a dismissal wage, retraining, and financial assistance in shift- 
ing to new homes and jobs. 

Finally, we would recommend that the language of section 7 (a) 
be clarified in respect to who may apply to the Tariff Commission for 
an escape-clause investigation and report. Relying on the language 
of the section in question, which provides that “* * * upon applica- 
tion of any interested party, the United States Tariff Commission 
shall promptly make an investigation,” representatives of our union 
approached the Tariff Commission last September as a preliminary 
to seeking an investigation under section 7 (a). 

We were informed, however, that the Tariff Commission did not 
construe the term “any interested party” to extend to labor organi- 
zations, such as this one, representing workers who have been subject 
to injury as defined in the act. 

We feel strongly that the escape clause should be amended to extend 
the definition of “any interested party” explicitly to trade unions 
representing workers in injured industries. 

(The exhibits submitted are as follows:) 
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Mr. Pezzati. I thank the chairman and members of the committee. 

The Cuarrman. Are there any questions? 

Mr. Curtis will inquire. 

Mr. Curtis. I was very much interested in your statement on page 
8 in which you refer to the measure that was informally proposed 
some years ago by the United States representatives to GATT to rec- 
ognize unfair labor conditions. 

Do you know what year that was? 

Mr. Pezzatt. I am sorry, I do not know, Mr. Curtis, but I will be 
very glad to find out and provide you with that information. 

Mr. Curtis. I would appreciate it very much. That is an area 
which, so far as I am concerned, is the nub of this whole question of 
our foreign aid. 

One of the things that has disturbed me in interrogations in pre- 
vious years of governmental witnesses was to find out what, if any- 
thing, was done in the w ay of discussing these unfair labor condi- 
tions in the negotiations. 

As I say, I have been disturbed to find that very little has been 
done. This is the first indication I have received that this ever was 
even proposed as an area for discussion. 

I would like to find out when it was. I am curious to know why it 
was not followed up. 

I am curious to know why, over a period of years, we have not been 
referring to these features in our trade negotiations. 

Mr. Pezzatt. I understand that there was considerable discussion 
of this proposal at the time it was made. I do not remember the 
exact year, but, as I say, I will be happy to furnish that. 

My organization, as well as you, Mr. Curtis, regrets that it was not 
followed up because we do think that the proposal was a basically 
sound one. 

Mr. Curtis. Anything that you can also find out on the followup or 
lack of followup of this, I would be very much interested in. 

Then, too, you go on and discuss this further on page 9, and the top 
of page 10, of having these quotas reflect the rise in wage standards 
as the industries abroad that are competing with us given to elimi- 
nate what we regard as unfair labor conditions. 

As I understand, you would propose on that basis the quotas or 
whatever restrictions that are placed would be lessened. Am I cor- 
rect in understanding that proposal ? 

Mr. Pezzatr. You are correct. We elaborated on that at some 
length in our testimony before the Tariff Commission. I will be very 
happy to provide you with a copy of that if you have not seen it. 

Mr. Curtis. I have not seen it. 

I made a proposed amendment to the Reciprocal Trade Agreements 
Act some years ago in which I sought some formula which would have 
our tariff automatically lowered as the wage scales of the foreign coun- 
tries that were sending imports in in increased numbers. 

In other words, it aaa simply reflect that factor. I notice the 
AFL-CIO spokesman when they testified before us earlier a few weeks 
ago, had a proposal along that line, but not a rigid one such as I sug- 
gested, but that that be an element that be taken into consideration in 
the granting of concessions. 

It seems to me, as you have pointed out, that if we are going to 
carry out not just the intent of GATT, but the intent of the Rec iprocal 
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Trade Act and these great ideas that we have as to why the Trade 
Agreements Act is good in combating communism abroad and en- 
couraging atte and so forth, we have to get into this very area, or we 
are not going to accomplish those things. We can have a situation 
where the capital take permitted in some of these countries is as high 
as 30 and 40 percent and the wage scale still remains down. 

Under that scheme they will never develop a domestic market of 
their own; they will never raise the standard of living to combat com- 
munism, and increased trade with an operation like that is not going 
to make a friend for us in the long run or combat communism, in my 
judgment. 

Mr. Pezzati. That is our judgment, Congressman. 

As we point out, further, the inequity is all the greater because we 
are not dealing here with backward industries. We are dealing here 
with highly proficient industries. 

The ore veins are in most cases, in fact all cases, richer than our own 
domestic. 

Mr. Curtis. The people representing the Peruvian mines were talk- 
ing about that. They said the only reason that they were able to 
compete successfully with the American mines was that they had richer 
ore. 

Well, if they have richer ores, then certainly the people in Peru 
ought to be deriving some benefit from that rather than putting it on 
the basis of making up the differential with the lower wage standards. 

The Cuairman. Mr. Byrnes will inquire. 

Mr. Byrnes. I remember the testimony before the Tariff Commis- 
sion to which you refer which said part of the trouble was getting 
reports from some of the mines. Do you know whether the Tariff 
Commission, in one way or another, contacted industry representatives 
or the union representatives to inquire about some of these companies 
and why the reports were not coming in ¢ 

Mr. Pezzati. They did not contact the unions so far as I know. I 
know they did not contact my organization, although they did invite 
us to testify or, rather, they acceded to our request. 

It is my understanding, Congressman, that they did seek informa- 
tion from the mine owners, but as the Post editorial points out, many 
of these mine operators are small, closed down and they were long 
gone. 

Mr. Curtis. My next question is, though, do not the mine owners 
have an organization representing them ¢ 

Mr. Pezzatt. Yes; the emergency lead-zinc committee. 

Mr. Curtis. Would that committee know whether a given mine was 
in business or out of business, or be able to find it out pretty readily 
for the Commission ? 

Mr. Pezzatt. I imagine that is so, but, on the other hand, by the 
time they found out a lot of time will have gone by. 

No, 2, I never saw the forms which the Tariff Commission sent out, 
but I understand they required some detailed information which in 
itself would be 

Mr. Curtis. I am sorry I did not qeustion the Commission when they 
were here with respect to what efforts they had made to follow up and 
get further information. But since you are here now on the other side 
of the fence, I would like to inquire as to when you did find out this 
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was an excuse being presented and offered to this committee by the 
Tariff Commisison for some of the delay, whether any effort was made 
by either the union that is interested in this matter, or by the manage- 
ment interested in this matter, to go over with the Tariff Commission 
the list of the people from whom they had not received replies, from 
whom they were awaiting replies in order to be able to furnish some 
assistance in speeding that matter up. 

Mr. Pezzati. I will have to let the management representatives 
speak for themselves on that. 

I understand, however, they have made every effort to expedite the 
furnishing of information to the Commission. 

As for the union, we were not considered an interested party in that 
sense, that we were so intimately connected with the Commission’s 
activities that we were invited to furnish information except our 
testimony. 

Mr. Crrtis. You would not necessarily need an invitation when it 
becomes clear from public testimony here that one of the things that 
is holding this up is that they have not received information returned 
from some of the companies. 

It may be that the industry itself, or the union itself, would have 
information as to which plants had closed that were on the mailing list 
of the Tariff Commisison from whom the Tariff Commission had asked 
further informatiou. 

My only point is that if what the Denver Post says is true. the reason 
the Tariff Commission has not received the information is because the 
mines closed up, somebody ought to be in a position to go over to the 
rae Commission and tell them that fact and give them the specific 

etails. 

Mr. Pezzatr. I agree with that. 

Mr. Curtis. And have them speed it up because I think everybody is 
interested in getting a solution to this problem. 

Sometimes you have to prod Government commissions more than 
you have to prod anvbody else. 

Let us recognize that fact in the beginning. We have to keep on their 
doorsten. 

Mr. Pezzatr. One reason we propose that section of the law be 
clarified so as to classify unions as interested parties is so to place 
us in the position that we may be regarded as more competent authori- 
ties than we presentlv are. 

The CrarrMan. We thank you, sir, for coming to the committee and 
giving us the views of the International Union of Mine, Mill, and 
Smelter Workers. We thank you for a very fine statement. 

Mrs. Oslund is the nest witness. 

Mrs. Oslund, will you identify yourself, please. 


STATEMENT OF MRS. GENEVIEVE H. OSLUND, LEGISLATIVE RE- 
SEARCH DIRECTOR, GENERAL FEDERATION OF WOMEN’S CLUBS 


Mrs. Ostunp. I am Mrs. Genevieve H. Oslund, legislative research 
director of the General Federation of Women’s Clubs. 

I am presenting the statement of Mrs. Prout, our president. 

The General Federation of Women’s Clubs is an international organ- 
ization of 11 million members, including our affiliates. 
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We have clubs in every State and our Territories, and in 60 coun- 
tries throughout the world. 

The General Federation has always had an international viewpoint, 
encouraging study groups and educational groups to develop under- 
standing and better relations among the peoples of the world. 

We wish to express our appreciation for this opportunity to bring 
before you today, the view of the General Federation in regard to re- 
newal of the reciprocal trade agreements. 

The record of our organization’s support of lowering of trade 
barriers is a long one of which we are justly proud. It goes back to 
1938 when the aca unanimously endorsed the Hull reciprocal 
trade treaties. 

With characteristic vigor the General Federation kept its member- 
ship abreast of developments in our national trade policy by dissem- 
inating information through our international affairs department. 

Our resolutions, upon which we base our legislation policy are a 
crystallization of membership opinion expressed at annual conventions. 

We wish to submit for pee in the record a copy of the 5 resolu- 
tions which have been passed in the last 20 years endorsing a liberal 
trade policy. 

The CuarrmMan. Without objection, they will be included in the 
record. 

(The material referred to follows :) 


GENERAL FEDERATION OF WOMEN’S CLUBS RECORD OF RESOLUTIONS ON WORLD TRADE 


1988: Hull reciprocal trade treaties 


Whereas, one of the principal causes of war is economic maladjustment; and 

Whereas measures tending to increase world trade and prosperity are essen- 
tial to world peace: Therefore be it 

Resolved, That the General Federation of Women’s Clubs in convention assem- 
bled, May 1938, endorse the principle of the Hull reciprocal trade treaties. 


1944: Reciprocal trade agreements program 


Whereas international trade is an essential element in the intercourse between 
nations, and satisfactory international economic ties are an important factor in 
promoting the well-being of peoples and friendly relations among nations; and 

Whereas to achieve these ends it is indispensable that artificial barriers to 
trade be reduced or eliminated and that economic transactions be conducted with 
a proper regard for the interests of each party, as well as for the effect on the 
international community as a whole; and 

Whereas the reciprocal trade agreements program of the United States is 
based on these principles and should contribute to the realization of these eco- 
nomic objectives in the period following the war : Therefore be it 

Resolved, That the General Federation of Women’s Clubs in convention 
assembled, April 1944— 

1. Recommends the continuance of the reciprocal trade agreements pro- 
gram by the Government of the United States. 

2. Expresses the hope that other governments will adopt these same princi- 
ples in their international economic relations not only with this country but 
with other nations of the world. 


1948:* Reciprocal trade agreements and international trade organization 

Resolved, That the General Federation of Women’s Clubs in convention assem- 
bled, May 1948, reaffirms its support of the reciprocal trade agreements program, 
and urges the renewal of the Reciprocal Trade Agreements Act, which expires in 
June 1948, for a 3-year period, without crippling amendments; and 

Resolved further, That the General Federation of Women’s Clubs endorses the 
international trade organization and urges congressional authorization for 
United States participation therein. 


2 These resolutions are active at the present time. 





2368 RENEWAL OF TRADE AGREEMENTS ACT 


1952:* Restrictions on world trade (repeal of sec. 104 of Defense Production Act) 

Whereas the General Federation of Women’s Clubs has supported the Recipro- 
cal Trade Agreements Act since its inception ; and 

Whereas the unwarranted restrictions to trade embodied in section 104 of the 
Defense Production Act have already resulted in cancellation of orders from 
countries which cannot purchase the products from the United States unless they 
can in turn sell their products to the United States ; and 

Whereas this interference with the healthy development of world trade will 
prolong the necessity of dollar assistance to these countries instead of enabling 
them to build up their own economies and defenses; and 

Whereas the weakening of the defenses of any one of the countries fighting 
for freedom is a weakening of the defenses of all: Therefore be it 

Resolved, That the General Federation of Women’s Clubs in convention 
assembled, May 1952, calls upon the Congress to repeal without delay section 104 
of the Defense Production Act ; and further 

Resolved, That copies of this resolution be sent at once to the appropriate 
committees of Congress. 
1954:* Trade barriers 

Whereas economic progress in the United States is tied closely to the economic 
progress of the rest of the world; and 

Whereas a program promoting economic progress in the United States must 
provide for an extension and a strengthening of economic ties with the rest of 
the world; and 

Whereas an accelerated flow of goods and of capital across national boundaries 
would contribute to economic progress everywhere: Therefore 

Resolved, That the General Federation of Women’s Clubs declares its belief 
that a gradual reduction of trade barriers is necessary to an increased flow of 
goods in a world market and should be undertaken by the United States, and 
further sponsored as a world policy ; and further 

Resolved, That the General Federation of Women’s Clubs believes that a pro- 
gram of reduction of trade barriers should be accompanied by a program of 
Government aids in readjustments to those persons and businesses disadvan- 
tageously affected. 


Mrs. Ostunp. Thank you. 
And we wish to call your especial attention at this time to the one 
adopted in 1954, which forms the basis of our present statement : 


TRADE BARRIERS 


Whereas economic progress in the United States is tied closely to the eco- 
nomic progress of the rest of the world; and 

Whereas a program promoting economic progress in the United States must 
provide for an extension and a strengthening of economic ties with the rest 
of the world; and 

Whereas an accelerated flow of goods and of capital across national bound- 
aries would contribute to economic progress everywhere; therefore 

Resolved, That the General Federation of Women’s Clubs declares its be- 
lief that a gradual reduction of trade barriers is necessary to an increased flow of 
goods in a world market and should be undertaken by the United States, and 
further sponsored as a world policy ; and, further 

Resolwed, That the General Federation of Women's Clubs believes that a pro- 
gram of reduction of trade barriers should be accompanied by a program of 
Government aids in readjustments to those persons and businesses disadvanta- 
geously affected. 


In astatement made in 1950, the general federation said: 


The urgent need in the world today is for peace and economic security. The 
two cannot be separated. That which reinforces one, strengthens the other. 

How much more emphatically does this statement apply to 1958. 

Our traditional concern with a liberal trade policy has been greatly 
reinforced by the direction of several events in the last few years; 





1 These resolutions are active at the present time. 
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namely, the tremendous national economic growth of the Soviet Union 
and the rise of the common market in Europe. 

People in most of the underdeveloped countries are insisting that 
their living conditions be improved. They want this change fast. If 
their own emerging governments do not provide opportunities for de- 
velopment, they will be ripe to experiment with some form of com- 
munism, whose authoritarian methods produce quick results. 

The Communist leaders are acutely aware of the opportunities for 
penetration through expanded programs of loans, credit, and trade in 
these areas, 

The United States must be able to counter the Soviet economic ex- 
pansion with a liberal trade policy which will allow the underde- 
veloped countries to make the most effective use of their resources and 
open the way for self-realization under a free system of government. 

The concept of the common market is essentially American, an out- 
growth of General Marshall’s idea that economic strength and ad- 
vantage could come to nations who were willing to work out their 
economic problems together. 

The common market is a new expression of mutual confidence and 
its suecess will establish an economic unit as strong as that of the 
United States, becoming a great asset for the free world in the 
struggle against communism. 

Other potential advantages to this country through reciprocal 
tariff negotiations with the common market are many: A greater choice 
of articles, which are duty free and, therefore, cheaper; more jobs 
because of a greater flow of goods; an outlet for our surpluses; and the 
opportunity for the growth of new industries in this country because 
of a wider market. 

I recently received a letter from a member of the California fed- 
eration. It is dated March 11. She says: 

News reports coming through yesterday dramatized the apparent plight of the 
California tuna fish industry which must compete with Japan. The following 
story straight from the grassroots will contradict the truth of this presentation. 
It illustrates how American ingenuity can always show a way out of a trade 
dilemma because of our free trade market. It also illustrates how contra- 


dictory it is to violate the principles of free enterprise with our foreign com- 


petitors behind a high tariff wall while at the same time the principle of free 
enterprise is within our own border. 

Some clever man out here has invented a “tunie”. This tunie which costs 
the same as a “weenie” has become so popular overnight that the local markets 
cannot be supplied. If the demand spreads through the country, as it can easily 
do, it will use up all the California tuna fish that the California fisherman will 
get, as Well as the Japanese tuna. 


I have been unable to find the name of the inventor who should be coining 
a fortune by this time, but probably is not. He can get some comfort possibly 
knowing that he may have helped to solve the tuna controversy in a great 
trade dispute. 

The members of the General Federation are for the most part 
housewives and mothers of families, not experts in trade. We have 
strong consumer interests. We want to obtain the best articles the 
world has to offer, and at the lowest possible price. 

We believe in the American tradition that competition and free en- 
terprise produce the best products at the lowest price. We under- 
stand that high tariffs and import quotas are essentially government 
regulation of private business—a policy which we would strenuously 
oppose. 
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We are coiivinced that the ingenuity of our American producers is 
equal to the challenge of competition of foreign goods, as they have 
always met it in the domestic market. 

Reduced to its simplest terms, trade must operate two ways: in 
order to sell we must buy, and in order to buy we must sell. 

The General Federation, therefore, urges that this committee report 
favorably on the bill to authorize the President of the United States to 
renew the reciprocal trade agreements. 

The Cuaimman. We thank you, Mrs. Oslund, for bringing to the 
committee the views of the General Federation of Women’s Clubs, on 
the legislation before the committee. 

Are there any questions ? 

Mr. Curtis. Yes. 

The Cuairman. Mr. Curtis will inquire. 

Mr. Curris. You state: 

We understand that high tariffs and import quotas are essentially Government 
regulations of private business. 

I think that you are very correct in stating that they are that, but 
the real issue before this committee as I understand it, is not so much 
the high tariff. We do not have high tariffs, although that is a rela- 
tive term, and have not had for some time. 

The question is the tariffs themselves. I would point out that as to 
the tariffs themselves there is another theory behind them that I 
would like to state for you and your group. 

The tariff can be a differential which reflects the burdens that our 
Government for social reasons has placed upon our producers and 
manufacturers, the minimum wage law, antitrust law, health stand- 
ards, fair trade practices, and so forth. 

If we do think those socially desirable laws, and I have to assume 
in most instances they are, it is only fair to make the competition 
equal or to equalize it to some degree. 

If foreign countries do not impose burdens on their producers in 
that manner in order to equalize the competition a tariff or some other 
method of putting in a differential has to be imposed. 

Whether or not you agree with that theory is something else, but 
that is a respectable theory, I may suggest, and is not brought out 
in your paper. 

Mrs. Ostunp. Thank you very much, Mr. Curtis. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mrs. Oslund, you have not been a teacher for a good 
many years, have you? 

Mrs. Ostunp. I never taught. 

Mr. Mason. I thought so. I do not agree with the general prin- 
ciples of your paper, but I do admire and respect anyone who has a 
different opinion than mine on a matter and expresses it in a ladylike 
and proper manner when addressing a committee of Congress. 

So I congratulate you, my dear lady, on your attitude. 

Mrs. Ostunp. Thank you very much, Mr. Mason. 

The Cuamman. Are there any further questions ? 

If not, we thank you again, Mrs. Oslund. 

Mrs. Ostunp. Thank you. 

The CHarrman. Our next witness is Mr. Merwin K. Hart. 

Mr. Hart, please identify yourself for the record by giving us your 
name, address, and capacity in which you appear. 
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STATEMENT OF MERWIN K. HART, PRESIDENT, NATIONAL 
ECONOMIC COUNCIL, INC., NEW YORK CITY, N. Y. 


Mr. Harr. Mr. Chairman and gentlemen, my name is Merwin K. 
Hart. 

I appear as president of the National Economic Council of New 
York, which has members in all States of the Union. 

This appearance here today, and what I shall say, follows a dis- 
cussion that number of our officials had before I came down here. 

The Carman. Mr. Hart, will it be possible for you to conclude 
your statement in the 10 minutes we have alloted to you, sir? 

Mr. Harr. Yes, sir; in fact, with the consent of the committee, I 
would like to have my statement inserted in the record. 

The Carman. Without objection, it will be done. 

(The statement referred to follows:) 


STATEMENT BY MeRWIN K. Hart, PRESIDENT OF THE NATIONAL Economic CoUNCIL, 
New York, N. Y. ON THE EXTENSION OF THE PRESIDENT’S AUTHORITY TO ENTER 
Into TRADE AGREEMENTS 


I appear on behalf of the National Economic Council of New York, a member- 
ship corporation formed 28 years ago under the laws of the State of New York, 
and representing citizens in practically all States of the Union. 

We strongly oppose any extension of the Reciprocal Trade Agreements Act 
The last bill to extend this act passed the House in 1955 by only seven votes. 
We hope it will be buried under such an avalanche that the principles the pro- 
posal represents will be abandoned by the administration. 

At a congressional hearing last year on a bill to give greater support to the 
technical assistance program (point 4), one of the witnesses was a fine type of 
scholar, dedicated to his work. He mentioned that America, through point 4, 
had shown certain cotton-growing countries how to improve the production of 
cotton, A southern committee member asked him if he favored spending our 
taxpayers’ money so that the country benefited could produce more cotton than 
that country needed, and so that that country could compete with American- 
grown cotton, thus throwing American workers out of jobs. The witness said 
he saw no objection to it whatever. 

Some years ago a friend of mine, a fairly high official, gave a small luncheon 
for me in Paris, the other guests being officials of or accredited to NATO. The 
discussion was prolonged. The NATO people were nettled whenever I asked a 
question about their work. Finally one of them rather indignantly voiced the 
opinion of the group when he said, “What are the American people butting in 
on these matters for? What business are they of the Congress? We know what 
we are doing, and the whole thing can be left to us.” 

All these men were experts, I concede that. But there is truth in the old 
adage that experts should be on tap, and not on top. 

One of the greatest troubles with America the past 25 years has been that 
the country has been run too much by an aggregation of specialized “experts” ; 
and either the wishes and needs of the people have gone unascertained or dis- 
regarded. 

Although experts in their specialized fields these men were not experts in 
understanding this great country or what makes it tick. They have been un- 
able to see the forest, which is the welfare of America, for the trees which are 
the often sophomoric idea of building up other countries at the expense of our 
own. 

We think the Congress has abdicated too much power to the Executive. 

The Reciprocal Trade Agreements Act, first passed in 1934, has been largely 
a theoretical program. It is not based upon the needs of the American people 
or the conditions under which they live. It is an idealistic scheme which, in 
the far distant future might work, though that point in the future would be 
pretty near infinity. As a practical proposition, we contend that the Congress 
should perceive that America has had enough of it, and it should be dropped. 

Industry after industry, including textiles, watches, glassware, and others, 
have been adversely affected by our foreign trade giveaway program, and we 


ee eee 








2372 RENEWAL OF TRADE AGREEMENTS ACT 


may be certain that if the tremendous grant of power contained in this act 
is approved by the Congress, many more will be so affected. These “experts” 
in the Government think they know best what is good for themselves, if not 
for us—no matter how many men are put out of jobs—no matter how un- 
profitable any industry may be. 

A few industries may have fared well under the Reciprocal Trade Agree- 
ments Act, though many have suffered disastrously. But we do not see how 
one who is versed in American history and who knows the situation in the 
United States today, with its 5,130,000 unemployed in February, and more ex- 
pected in March, can cast a vote for this bill. 

The Executive has for many years been trying to force internationalism on 
the American people. The Executive first tried to force through the Inter- 
national Trade Organization drawn up at Habana. But the Congress was 
against it. Then the State Department, without authority from this Congress, 
put the United States into the General Agreements on Tariffs and Trade. The 
last 2 or 3 years the Executive has tried to force through the OTC Agreement, 
which indirectly involved endorsement by the Congress of GATT. 

H. R. 6630, one of the bills before this committee, would go further than any 
other introduced heretofore at the instance of the last three administrations. 
The grant of power to the President would constitute a complete and, in the 
absence of veritable revolution, a final abdication by the Congress of its power 
over foreign and domestic trade. It would add hugely to the bureaucracy of 
the United States. 

In early December 1942, I appeared before this committee in opposition to the 
so-called third war powers bill, which would have given the President power 
to suspend any and all tariff and immigration legislation. I urged the com- 
mittee to put the bill over to the next Congress, which had just been elected. As I 
recollect it, the committee agreed to do exactly this—and the next Congress re- 
fused to pass it. Of course, it was urged by the Executive at that time that the 
bill was needed to enable us to win the war. Well, it was proved that this was 
not true. We won the war, but threw away the benefits of victory. 

Similarly, we are now told there will be dire results if the present law is not 
extended. We simply do not believe this. We think the “experts” who are 
the authors of this plan are entirely too complacent at the prospect of scrapping 
this or that industry. Few of them ever had to meet a payroll. They have no 
comprehension of the amount of effort needed to establish an industry. 

Due largely to labor monopoly, in recent years wages in this country have been 
forced up to levels never before attained in any country. I’m not at this time 
considering the merits of all that has happened. But we cannot have the high 
wages we now have, and then permit goods made by cheap foreign labor to come 
in with little or no duty. 

We all know, Mr. Chairman, that internationalist forces are at work in this 
country to try to bring about a worldwide socialist government. The whole plan, 
we are convinced, is a scheme to take over the United States and siphon off its 
resources and destroy its way of life—for the benefit of other couutries, other 
peoples, and other ideaologies. I think there is a growing awareness of this 
plan in the United States. 

Mr. Norman Dodd, who was director of research for the Reece Committee, 
which started in 1953 and 1954 to investigate some of the great foundations, 
reported in Economic Council Letter No. 423 of January 15, 1958, that officers of 
one of the largest foundations had told him that the grants of that founda- 
tion had been, and were being, directed toward such an alteration of the social 
structure of the United States as to make coexistence with the Soviet Union pos- 
sible. When Mr. Dodd suggested to these officials that they dispel the confusion 
in the minds of the American people, which their past grants had created—by 
explaining publicly what they had just told him privately, their answer was a 
horrified ““No”—that “such a course was unthinkable.” 

We in the National Economic Council think the time has come for the Con- 
gress to give away no further general powers whatever to the Executive, and 
to start recapturing some of the powers already given away. 

Since the end of World War II, this country has given away $65 billion of its 
substance. We certainly have little to show for it. We succeeded in placing 
socialism firmly on its feet in Britain. Part of this money was used to dis- 
mantle plants in Germany and send them to Soviet Russia; though in later 
years we came to realize that Germany was our potential friend and Soviet 
Russia our enemy—and our position was fortunately reversed. 
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Similarly, at the request of Stalin in 1946, we withdrew our Ambassador from 
Spain at one of the most critical times in Spanish history. It is only in recent 
years we have realized that Spain is one of our greatest friends in Europe. But 
we are still making loans or grants to Communist Poland and Yugoslavia. 

I mention all these things, Mr. Chairman, because they point up an overall 
policy that is generally destructive to America’s vital interests, and uses American 
resources and manpower to build up other countries. 

Oneof the greatest mistakes we have made, it seems to us, is in this foreign 
trade policy. Now we are in a depression, the ultimate depths of which no one 
can tell. But it is time to think first about our own country, our own industries, 
our own people. 


We hope the Reciprocal Trade Agreements Act will not be extended. 


Mr. Harr. And I would like to make a point or two, if I might. 

The CHatrMan. You are recognized. 

Mr. Harr. I was present at a hearing before the House Foreign 
Affairs Committee a year ago when a witness, a very able and scholarly 
man, was testifying on work he had done under point 4 to aid a certain 
other country in growing cotton and he made an excellent statement. 

When he got through a representative from one of the southern 
cotton-growing States asked him if he believed in teaching the people 
of other countries to grow cotton so effectively that they ae not 
only satisfy their own needs, but also compete in the markets in the 
United States. 

He said he saw no objection to it whatever. This man was ob- 
viously an expert. He was an expert in the matter of growing cotton, 
but he was not expert in understanding, it seemed to me, the great 
United States of America and what makes it tick. 

Several years ago I was in Paris and a friend of mine, ig pag 
a high official of NAT O, asked me to luncheon to meet some 7 or 8 
of his associates in NATO. 

We had prolonged discussion which, to me, was very informative. 
I. found, however, a certain irritation at any question that seemed 
to raise any question about any of the work that was being done in 
NATO. 

Finally, one of them expressed the views of all, I think, when he 
said, “Why should the American people concern themselves with 
what we are doing? Why should the Congress of the United States 
concern. itself ? 

“We know what we want to do, and we know how to do it.” 

They were experts, but they were not experts, it seems to me, in 
understanding the United States of America and what makes it keep 
going nor how it was built up. 

It seems to me, Mr. Chairman, that the 20 years’ experience that 
we have had, and more now, with the Reciprocal Trade Agreements 
Act, has not been successful from the standpoint of America—either 
American employers or, on the whole American employees. 

It seems to me that the failure has been due to the fact that the 
policy that has been followed has been a policy created by experts plus 
advocates of one-world socialism. 

We are now in a depression, as I think we all recognize. We have 
heard today, as I sat here, stories of the laying off of hundreds, if 
not thousands, of men due to the very policies that have arisen under 
the Reciproc al Trade Agreements Act, and there are many other cases, 
[ am sure, that have been laid before you. 

I happen to know in the district where I still vote, up in central 
New York, that the stainless steel flatware industry has suffered 
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enormously and that thousands of men have been laid off on that ac- 
count. 

And they have applied recently, as you all know, for relief from the 
Tariff Commission, which approved it, but it was turned down by 
the President. 

Now, it seems to me that under this scheme here, the Reciprocal 
Trade Agreements Act, we put our welfare in the hands of an inter- 
nationalist group which is rarely going to decide anything in favor of 
ourselves. 

I do not think the men who devised this plan understand what it 
takes to start an industry and build it up and keep it going, and I do 
not think any of them ever met a payroll in their lives. 

So I submit to you, Mr. Chairman, and gentlemen, that if we want 
to get out of the present depression, one of the first things we should 
do is to remove the roadblocks in the way that have been cast there by 
the Reciprocal Trade Agreements Act. 

Thank you, sir. 

The Cuatrman. Are there any questions of Mr. Hart? 

Mr. Reed will inquire. 

Mr. Reep. I might make a comment. I think you have made a very 
commonsense approach to this problem. You know, when you think 
of the differential in wages, I notice here that an agency has been 
established at Paris called the European Productive Agency. This 
Agency, with 18 signatory nations, is spending millions of dollars for 
the purpose of raising productivity in these 18 countries. 

The duany estimates they will be able to increase average European 
productivity about 25 percent above present levels in 5 years. 

That is exactly the way they are working here. They are developing 
this Agency to take advantage of a trade-agreement proposition. It 
will not be long, according to estimates that I have heard, before the 
workers over there will be able to product just as much in a given 
space of time at a low wage as our people do with a high wage. 

I have a mass of information before me here showing how we are 
creating unemployment in this country, as you have pointed out. I 
have been getting it in my district. 

It is alarming. There is no use trying to stimulate the economy 
of this country by cutting taxes if we are just going to let these 
foreign goods pour in here. 

Some advocates testifying here state for the benefit of the con- 
sumer to buy where he can buy the cheapest. That is not going to 
help our economy here. 

I think you have made a wonderful statement, sir, and I am glad 
you appeared. 

Mr. Hart. Thank you, sir. 

I would just like to add this: 

I will say again that the people who are responsible for the situa- 
tion we are in are the experts and the internationalists, not however, 
experts in what makes the country run. 

The Congress is representative of the people and they certainly 
are, or ought to be, and I believe they are, experts in what makes the 
country run. 

I think if they will take this in hand and make an American dis- 
position of it for the first time in 25 years, I think we are going to 
get out of this depression. 
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Mr. Reep. | think we are, too, sir. You know we are also develop- 
ing the cottonfields in other countries. 

3razil has a million acres they are developing for cotton and we 
have been furnishing the money to develop the cotton business down 
there and have shipped all the machinery necessary for them to 
carry on. 

It is only a question of time when the internationalists will take 
away the quotas on cotton; then the South will be in trouble. 

Mr. Harr. Yes, sir. 

The CuarrMan. We thank you, Mr. Hart. 

Mr. Harr. Thank you. 

The Cuarrman,. Our next witness is Mr. William Ashby. 

Mr. Ashby, will you please identify yourself for the record, please, 
by giving us your name, address, and capacity in which you appear. 


STATEMENT OF WILLIAM ASHBY, IN BEHALF OF FINE HARDWOODS 
ASSOCIATION, CHICAGO, ILL. 


Mr. Asupy. Mr. Chairman, members of the committee, my name 
is William F. Ashby. I am part owner and active partner of Ashby 
Veneer & Lumber Co., located at Jackson, Tenn. We are manufac- 
turers of face and commercial veneers for furniture, panel and door 
stock in gum, popular, and southern hardwoods. We are also manu- 
facturers of lumber and woodenware. 

I am presently chairman of the import committee of the Fine 
Hardwoods Association and a past president of that organization. 
The Fine Hardwoods Association is a trade group consisting of manu- 
facturers of face and commercial veneers. Veneers are a thin piece 
of wood, rotary cut or sliced from a log, bolt, cant, or flitch. 

Approximately 60 percent of the total hardwood plywood veneer 
produced in the United States is used by domestic manufacturers of 
hardwood plywood. The other 40 percent is used by manufacturers 
of furniture and other products. 

The vast increase in the United States imports of hardwood ply- 
wood is our problem and the reason I am here. I am appearing as 
spokesman for my company and the manufacturers of face and com- 
mercial veneers in opposition to H. R. 10368 as presently proposed 
by the administration. 

I am a small-business man. In our plant we employ 120 people. 
Our plant is located in a community of 50,000 and our payroll makes 
a definite economic contribution to the community and to the sur- 
rounding area where we purchase logs for our operation. 

During the 5-year period from April 1, 1946, through March 31, 
1951, veneer sales amounted to 68.2 percent of my company’s entire 
sales and during this period the percentage of profit before taxes to 
the total sales averaged 11.2 percent. For the 6-year period from 
April 1, 1951, through March 31, 1957, the percentage of veneer sales 
to the entire sales totaled 54.5 percent, a decline of 20 percent. 

The percentage of profit before taxes to the total sales dropped to 
3.5 percent, a decline of 69 percent. For the 9-month period begin- 
ning April 1, 1957, we show a loss before taxes of 4.5 percent of our 
total sales. 

This 20 percent drop in veneer sales is due to the loss of sales of 
door face veneers used in the manufacture of American made flush 
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doors. This loss can be directly attributed to the United States im- 
portation of Lauan door skins from Japan. 

In the 3-year period prior to 1951, our door face business was 30 
percent of our entire veneer sales, but during the 6-year period from 
April 1, 1951, through March 31, 1957, our door face sales dropped to 
14 percent of our total veneer sales, a decline of 53 percent. During 
the last year of this 6-year period, April 1, 1956 to March 31, 1957, 
our door face sales fell to 8 percent and our present position remains 
at approximately that level. 

This drop of veneer sales has been accompanied by a substantial 
drop in profit. In order to relate profit to veneer only, our book- 
keeping system makes it necessary to use the operation profits of our 
veneer department only before the deduction of salaries, administra- 
tive expenses and taxes. 

Obviously, the percentages which I will quote would be substan- 
tially less if we deducted salaries, administrative expenses, and taxes. 
On this basis, the percentage of profits in veneer only to total sales 
for the period April 1, 1948, to March 31, 1951, amounted to 19 per- 
cent. 

For the 6-year period April 1, 1951, to March 31, 1957, the per- 
centage of profits to veneer sales only dropped to 7.6 percent, a decline 
of 60 percent. For the 9-month period of the current fiscal year, 
April 1, 1957, to March 31, 1958, the percentage of profit on total 
veneer sales is 2.9 percent. 

Permit me to reemphasize that these figures are not actual profits as 
the figures do not include the deduction of salaries, administrative 
expenses, and taxes properly chargeable to the veneer department 
of our company. 

I believe my operation and my experience as cited are typical of 
those of the other 40 member manufacturers of the Fine Hard- 
woods Association, for whom I speak. 

As to the adverse effects of the heavy increase in imports of hard- 
wood plywood on the entire domestic veneer industry, which industry 
looks to the domestic hardwood plywood manufacturer for the sale 
of approximately 60 percent of its total production, I would like to 
cite a few meaningful statistics. 

During the period 1951 to 1957, domestic shipments of all hard- 
wood veneer dropped 20 percent, while value of sales dropped 33 
percent. Not only are we selling less, but we are getting less per unit 
for what veneer we are selling. 

During this same period, value of genuine mahogany sales dropped 
47 percent. This can be blamed largely on the fact that Philippine 
mahogany, the chief species being imported from Japan, bears a 
close resemblance to genuine mahogany. 

This has occurred during a period in which the United States 
consumption of hardwood plywood (including imports) has risen 
from 869 million square feet surface measure in 1951 to approximately 
1,640 million square feet in 1957, and household furniture shipments 
have increased by 24 percent. 

Bearing in mind that 60 percent of our production is utilized by 
the hardwood plywood industry, one would think that our situation 
would be good. This is not so. It is not so because in 1957 the 
American veneer industry shipped 20 percent less than in 1951 and our 
dollar sales were down 33 percent. 
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The bulk of the hardwood logs used in the manufacture of veneer 

are purchased from private owners, principally from farm woodlots. 
Veneer production requires a prime quality log which commands a 
premium price. If there is noe veneer market for these prime quality 
logs, they are sold for other uses and bring a much lower price. 
The premium price commanded by veneer logs provides additional 
income to the farmers and woodlot owners and makes a substantia] 
contribution to the economy of rural communities. 

I have read statements by the administration and the free traders 
which attempt to minimize the number of workers affected by im- 
vorts. I am not in the position to speak for the other affected 
industries. 

However, I can state that the number of affected employees in the 
hardwood plywood and veneer industries must be multiplied many 
times to obtain the total number of workers affected by the imports 
of hardwood plywood. Among these are numbered timberland 
owners, loggers, truckers and the employees of the adhesives and 
machiner y industries. 

What will restore the production and earnings loss in our indus- 
try? Only the return of the market lost to us by virtue of the hard- 
wood plywood imports and insurance against hardwood plywood 
imports being replaced by hardwood veneer imports. An economi- 
cally sound domestic hardwood plywood industry means an economi- 
cally sound domestic hardwood veneer industry. 

The differential in price between the plywood imports from low 

yage and highly industrialized countries is so great that an increase 
in tariff will not reduce the quantity of imports and will not remedy 
the injury to the domestic hardwood plywood industry. 

The only answer is an import quota and the administration has 
taken the position that it will not grant import quotas on industrial 
products. Therefore, the following amendments to H. R. 10368 are 
essential to provide the needed relief : 

1. Provision of the establishment of an absolute import quota on 
hardwood plywood and veneer and such other procedures as would 
grant quota relief to similarly affected American industries, now or in 
the future. 

2. Provision that the Congress rather than the Executive approve 
or disapprove Tariff Commission findings with respect to escape- 
clause investigations. The national defense being always a considera- 
tion, if the ‘President feels a Tariff Commission decision would 
jeopardize the defense of our country he would so advise the Congress 
and request rejection of the Commission’s recommendation. 

Mr. Chairman, members of the committee, this concludes my state- 
ment and I thank you on behalf of myself and my industry ‘for the 
privilege of appearing before you. 

The Crarrman. Are there any questions of Mr. Ashby ? 

If not, Mr. Ashby, we thank you, sir, for coming to the committee 
and giving us the benefit of your views and the views of the Fine 
Hardware Association. 

Mr. Asusy. Thank you, Mr. Chairman. 

Mr. Foranp. Mr. Chairman, I ask unanimous consent to include in 
the record a letter I received from Mr. MacKenzie Walton Vorp, of 
Pawtucket, R. J., a fine manufacturer of nonferrous seamless tubes.. 
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The Carman. Without objection, that may be included in the 
record, 


The next witness is Prof. Arnold Soloway. 


STATEMENT OF ARNOLD SOLOWAY, IN BEHALF OF AMERICANS 
FOR DEMOCRATIC ACTION, WASHINGTON, D. C. 


Mr. Sotoway. I am appearing on behalf of Americans for Demo- 
cratic Action. 

The Cuarrman. Can you conclude your statement in the 20 minutes 
we have allotted to you? 

Mr. Sotoway. Yes, sir. 

The Cuarman. If you omit any parts of it, the entire statement 
will be included in the record. 

You are recognized for 20 minutes. 

Mr. Sotoway. Thank you. 

Mr. Chairman and members of the committee, I am Arnold M. 
Soloway, assistant professor of economics at Harvard University. 

I am privileged to appear before this committee as a member of the 
National Board of Americans for Democratic Action, to testify on 
behalf of ADA on H. R. 10368-9 and H. R. 9505. 

From the time of its founding 11 years ago, ADA has consistently 
supported the reciprocal trade agreements program, as good eco- 
nomic policy and good international policy. 

We support H. R. 10368-9 as a bare minimum—preferable to letting 
the act expire but otherwise a feeble step, weakened by futile conces- 
sions to protectionist clamor and lacking the genuine protection of an 
adjustment assistance program, such as that proposed by Mr. Eber- 
harter. 

We consider that negotiated trade agreements should be a perma- 
nent part of United States trade policy, and feel, therefore, that a 
5-year extension of negotiating authority is too limited in a world of 
kaleidoscopic economic and political changes. 

We have always considered the escape clause procedure question- 
able from the point of view of policy and a barrier to firm and fruit- 
ful trade agreements. We particularly oppose raising the limits on 
duties that may be invoked in escape clause cases to 50 percent above 
the 1934 levels, which were those of the infamous Smoot-Hawley 
tariff and in a few cases even higher. 

We regard the steps of permissible tariff reductions as excessively 
cautious and likely, in effect, to inhibit successful trade negotiations 
from which we have so much to gain. 

I am happy to say that, although I am from New England, the 
historic citadel of high tariff protection, the testimony I offer here 
in support of a meaningful extension of the reciprocal trade program 
is consistent with a growing sentiment among New England’s busi- 
ness leaders as well as our people at large. 

Undoubtedly, the very clear and very urgent requirements of our 
international position have been the most important influences toward 
popular acceptance of a more liberal approach to trade policy. The 
Boston Herald, one of our leading newspapers, said in its lead edi- 
torial on February 20: 


More than the jobs which trade provides us now, we need the good will and 
support of our allies throughout the non-Communist world. Even if it were to 
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our economic advantage to do so, we could not afford to undercut them in the 
trade field. 

* * * ot this stage in our history it is inconceivable that any Congress would 
really turn back the clock and repeat the blunders of the Smoot-Hawley era. 
* * * The logic of history is too much against such a move. 

Similar sentiments have been expressed repeatedly by our other 
leading newspapers and journals of opinion, as well as by our most 
distinguished spokesmen at home and in the Congress. In January 
of this year, for example, the New England Letter, published by the 
First National Bank of Boston, our region’s largest bank, made an 
emphatic case for renewal of the reciprocal- -trade program; and the 
current issue of the monthly letter of the Merchants National Bank of 
Boston, also one of our most distinguished banks, features an article 
by Senator Kennedy which again emphatic ally supports the principle 
of reciprocal trade. 

I think you will agree that the growing sentiment in our region for 
a liberal trade policy marks a very significant departure from the past. 

It is even more significant when you take into account the very 
difficult problems New England has been facing over a long period 
of time. The industrial base of our prosperity in earlier years—tex- 
tiles, leather goods, etc.—has been substantially eroded. We know 
at first hand what it is to contend with the misery of depressed areas. 
We know how these malignant pockets of unemployment and limited 
business opportunity eat away at individual and community confi- 
dence. We know how difficult it is to adjust to changes in the world 
economy. 

But we have also made some new gains: Employment and invest- 
ment in the electrical machinery, electronics, transport tation e ee 
ment, and apparel industries have been growing in encouraging fas 
ion. Industrial research establishments, in which we are among 
the Nation’s leaders, are becoming increasingly important to business 
and promise much for our future. More important than anything 
else, we have begun to face up to our problems in a positive and con- 
structive way. 

We still have a long way to go. Many difficult and painful adjust- 
ments are yet to be made. We believe we deserve more help from the 
Federal Government than we have had. We also feel that many Gov- 
ernment policies work discriminatory hardships on our region. We 
know that intelligent Government policy can do much to speed the 
process of adjustment and make it less painful. But we also know that 
tariff protection is not the answer. 

Past experience has taught us that tariff protection is a costly 
palliative at best, never a cure; that it dulls initiative and enterprise ; 
that it perpetuates our problems; that it leads to more trouble, not 
less. Our job is to develop to the fullest our human and material re- 
sources so that we may meet the challenge of a changing world in a 
positive and constructive way. Hiding ‘behind tariff walls develops 
only a short-lived and false sense of security. 

This basic lesson from our regional experience is also applicable 
elsewhere. All the groups who are demanding a protective shield 
against foreign imports—the lead and zinc interests, the pottery in- 
dustry, the oi] producers, the textile industry and the rest—are much 
more concerned with their own immediate special interests than they 
are with the national interest, or even with the basic problems of local 
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involved in those industries, the future of their children and the 
future of their communities will not be served by congressional char- 
ity in the form of tariff protection. Tariff protection is not a con- 
structive answer to their need for help. Nor are they any less involved 
than the rest of us in the critical struggle against Communist 
imperialism. 

hese points are implicit, if not explicit, in the testimony of vir- 
tually all the people who have appeared before you who were not bound 
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I 
and regional readjustment. But the ultimate welfare of the workers 


by narrow special interest. The compendium of your Subcommittee 

i on Foreign Trade Policy for the United States will serve as a funda- 

| mental text for many years to come. But, it seems to me, the most 
important interest group in the Nation—the American consumer, 
wage earner, voter—is still quantitatively underrepresented. 

) Despite some notable testimony of truly unequalled competence, the 
bulk of the discussion has revolved about specific interests of import- 
sensitive or export-oriented groups. I think you will agree that this is 
atime when we should give more than passing attention to the interests 

; of the less vocal, great majority of our people living in all the districts 

: and States of the Nation. What will your action on the Trade Agree- 

} ments Extension Act of 1958 mean to them ? 

' 1. First, and most important, there is widespread recognition of the 

: overwhelming strategic importance of the reciprocal-trade program 
i in the cold war with the Soviets. 


We As complicated as tariff arguments always appear, this is one area 
in which the need, the logic, and the solution are crystal clear. About 


this you have heard a great deal, I know, and from more expert and 
authoritative witnesses. 

I shall not labor the point beyond saying that for all Americans 
nothing is more important than our survival in a world where free 
institutions still have a chance. The Soviet’s economic offensive 
against us has already gained some ground. Shall we surrender the 
field, for want of attention to our own national interest ? 

2. The great changes being wrought in Europe by the establishment 
of the common market and the prospective free-trade area hold great 
consequence for our own economy. 

Unless we can enter into reciprocal arrangements with the countries 
involved, we place in serious jeopardy almost 30 percent of our entire 
export trade, worth some $4.5 billion in 1957, and providing jobs for 
1.5 million American workers. These facts, I know, are also familiar 
to you. The sum of it is that we will cut ourselves off from some 
of the best foreign business we can have, as well as alienating our 
friends and allies in the process. 

The importance of a meaningful extension of reciprocal trade in 
this connection is apparent to the vast majority of American business- 
men and to a rapidly growing segment of the general public. The old 
arguments about potential benefits and potential losses from more 
liberal trade policies are now relegated to history. 

Our range of choice has been cut away. Either we move forward 
with the rest of the free world and share in the fruits of constructive 
action—which we have done so much to promote—-or we slink away 
from our allies to watch from behind our tariff walls as the Russians 
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move in and gain the world domination they so far have been unable 
to achieve. 

3. But even beyond these arguments, thoroughly documented by 
previous witnesses, there is an issue of direct and immediate domestic 
concern: What does tariff protection mean to the American consumer ¢ 

You have heard some specious testimony which attempted to show 
that a tariff is only a means of getting a tax contribution from foreign 
exporters; that it does not raise prices to United States consumers; 
and that tariff reduction would result in larger profits to foreign 
exporters or their American agents. If the stakes for which we are 
playing were less great, I would have found some amusement in these 
alleged “economic” analyses. The fraud is so apparent: If the argu- 
ments as stated are true, why was the witness concerned about the com- 
petitive advantage of foreign producers? If the foreign exporter 
won't sell at a price below that of domestic producers, why worry ? 
(As an example of this line of argument I cite the testimony of Lewis 
E. Lloyd, economist for the Dow Chemical Co., on pp. 113 and 114 of 
Foreign Trade Policy, Compendium of Papers on United States For- 
eign ‘l'rade Policy, collected by the staif for the Subcommittee on 
Foreign Trade Policy of the Committee on Ways and Means. ) 

Obviously, the whole purpose of a protective tariff is to prevent 
sales of goods to the American consumer at prices below those which 
would prevail in the absence of foreign competition. 

“Protection” means protection against lower market prices in the 
United States. Tariffs mean that American consumers are forced to 
pay higher prices for goods which they would be able to get for less 
in a freely competitive market. 

First and most obvious, if foreign goods come in over the tariff, 
consumers must pay the regular price of the foreign goods plus the 
tariff duty. If the tariff duty succeeds in shutting out foreign goods, 
consumers must pay a higher price for domestic equivalents since 
domestic producers cannot, without a tariff, produce and sell at a price 
low enough to meet foreign competition. 

Second, domestic producers are subsidized by the tariff—they are 
able to charge higher prices than would have en possible had not 
foreign competition been shut out. 

This protection allows them to make profits where profits would have 
been eliminated by foreign competition, and it leads to overinvest- 
ment, in the industry on the basis of artifically maintained prices. 

This last fact indicates just how tariff protection builds in new prob- 
lems for our economy. We had a very good example of that just re- 
cently when one of our leading lead and zinc mining companies stated 
publicly that the only reason they invested in continued operation last 
fall was in the expectation of more tariff protection to come. This is 
what I meant when I said that the tariff perpetuates our problems, 
never cures them. 

Actually, there is virtually complete agreement on all of these points. 
No responsible witnesses before this committee have seriously chal- 
lenged the basic truth of these facts. But, of course, the small seg- 
ment of American business that scurries here looking for special pro- 
tection always has special arguments about why it should be pro- 
tected. 


You have certainly been exposed to all of them. 
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I would like to dwell for a moment, nevertheless, on the argument for 
an equalizing tariff to eliminate unfair foreign competition based on 
substandard wages. 

The difference between labor wage rates and labor costs has been 
painstakingly exposed by previous witnesses. We know that wage 
comparisons are only meaningful when coupled with productivity com- 
parisons. But, I submit, even when labor cost differentials remain, 
the analysis is still incomplete. Labor is not the only cost of produc- 
tion. Transportation, distribution, marketing should also be counted. 

And certainly the cost of capital, and the availability of capital for 
investment in plant and equipment with which to carry on production, 
are at least equal in importance with labor costs for most of the items 
with which we are concerned. In short, there are offsets to higher 
labor costs which the protectionists never mention. 

A strong case can be made that lower capital costs and greater capital 
availability have been important advantages to American producers 
over many of their foreign competitors. This, in part at least, may 
explain the findings of Professor Kravis’ excellent study which demon- 
strated “that wage differences play a very limited role in explaining 
the composition of trade.” (See Professor Kravis’ statement, Com- 
pendium, p. 795 ff., op. cit.) 

I think it also indicates part of the reason why we find so many 
relatively high-wage United States industries able to compete so suc- 
cessfully in foreign markets. It should at least establish the point 
that labor costs are not the only factor to be considered. 

I cannot refrain from one bit of reminiscence on this subject. 

In an appearance before a comparable committee in 1949 a spokes- 
man for the National Association of Wool Manufacturers went 
through the usual plea for tariff protection that would equalize labor 
costs of production. At the close of his testimony, however, he gave 
the show away: he asked also for tariff protection for the domestic 
wool-raising industry. 

There he was, pleading for help that would enable domestic wool 
textile manufacturers to compete with “low cost” foreign manufac- 
turers, at the same time urging a higher tariff on raw wool which 
would increase his cost of production in the United States. 

The explanation is simple: he was willing to favor a subsidy for 
wool producers so long as he enhanced the chances of subsidy for his 
wool manufacturers. And, as you well know, such an approach is far 
from unique, though seldom so blatant and obvious. Meanwhile, of 
course, the American consumer is left to ponder his increased cost of 
living. 

What about the mechanics of equalized tariff protection? When we 
protect an industry how do we go about the job ? 

Whose costs of production at home do we compare with whose costs 
of production abroad ? 

If we want to protect the industry, we have to compare the costs of 
the most inefficient domestic producers against the costs of the more 
efficient foreign producers—and set the tariff high enough to equalize 
them. This means that we protect handsome monopoly profit margins 
for all the more efficient, better situated firms at home. And this is 
what we tend todo. Otherwise the complaints and pleas of the ineffi- 
cient domestic producers reverberate through the Halls of Congress 
in rising volume. Their echoes are here with us now. 
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Lastly, it should be clear that any real equalizing would mean the 
total elimination of trade. The whole point of trade, whether at home 
or international, is to exchange advantages in production. If trade 
is to be profitable there has to be a differential in costs of production. 
Eliminate that difference, or cut it down, and you take away the mu- 
tually profitable purposes of trading. There is no such thing as an 
equalizing or scientific tariff. These are just high-sounding words 
pulled out to help merchandise the same old product: a special interest 
subsidy. fai) ; 

Despite all the high-flown arguments, when you boil it down to its 
bare bones one thing is clear: a protective tariff is a subsidy paid by 
the American consumer to support business activity that cannot meet 
the test of competition. 

It is also an indirect, but still very important, levy against the work- 
ers and investors who suffer losses from the retaliation of other nations 
against our exports or unnecessarily limited power to buy United 
States exports. All of this, too, has been supported by the experts you 
have heard. 

I submit that, if anyone suggested to this committee that Congress 
levy special taxes on consumers to finance subsidies to producers, each 
subsidy to be based on producers’ inefficiency, you would be horrified. 
Yet this is the sum and substance of the pleas for protection by tariff 
that you have heard. 

Anyone who is really interested in protecting the standard of living 
of the American people cannot in good faith argue for protection 
which raises the cost of living. We have been through a period of 
rapid inflationary price level increase, and we have seen the Consumer 
Price Index rise in the midst of recession. Are we about to cut the 
purchasing power of the dollar by promoting higher prices for goods 
we can better obtain from abroad? Are we going to tax the American 
consumer so that some inefficient business activities can be exempted 
from the force of competition— the traditional arbiter of economic life 
in a free society ¢ 

I would like to stress the point that tariff protection is not the way 
to fight our current recession—even aside from the obvious retaliation 
it would bring. It should be clear to all of us that increased unemploy- 
ment today is the result of many causes, but hardly due to the pressure 
of foreign imports. 

Actually, the great bulk of today’s unemployed come from our very 
hard hit durable goods industries—automobiles, appliances, machine 
tools, ete.—most of which are never touched by foreign competition 
in the home market. And what unemployment exists in those in- 
dustries which are seeking increased tariff protection would continue 
even with that added protection because it is fundamentally the result 
of other causes than foreign competition. <A policy of protection now, 
as Senator Douglas has so cogently developed the point, would merely 
choke the economy, while the movement toward more liberal trade 
would expand the economy. 

I doubt that there is any real question about the validity and the 
relevance of these points. The one real problem that remains un- 
answered, even when the tariff arguments themselves are discarded, 
is what to do about the people concerned. I know that you would be 
dismayed if a spokesman for Americans for Democratic Action were 
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to ignore the real toll in human suffering that adjustments required 
by changing international trade patterns occasion. 

We know that at this juncture in our national history extension of 
the reciprocal trade program is vital to the future of the whole free 
world. But we do not propose that the full burden of an enlightened 
trade policy should fall on a few industries and their workers. There 
is a real and pressing need for responsible Government policies which 
can make the necessary adjustments less painful and much faster. 

Here, I believe, we get to the heart of the matter. Dr. Salant, of the 
Brookings Institution, made the point magnificently. We are inter- 
ested in protecting people, he said, not activities. 

And if we are interested in protecting people, we should do so in 
a sensible, realistic way. The tariff way is costly and unfair and in- 
effective. And it is a perpetual burden of increasing weight. We 
never get out from Saber, and the pressure is inevitably for more 
protection, not less. 

Various special adjustment programs have been suggested before 
this committee, and several bills have already been filed in the Con- 
gress. Almost any of these proposals, notably that of Representative 
Eberharter, offers more real help than would be afforded by new tariff 
protection. The trend toward a program that would provide the 
means and the incentives for adjustment represents a notable step 
forward in our thinking. But it is possible to do much better still. 

The problem of readjustment that develops from foreign compe- 
tition is often inextricable from other economic factors. To what 
extent is the textile industry’s suffering due to foreign competition as 
distinct from long-term shifts in consumption habits and technologi- 
cal changes? 

What real difference does it make if human misery comes more from 
one or the other? 

If we are concerned with the well-being of people, we face the same 
problem in trade adjustments that we face in every other factor that 
leads to economic change and progress. In short, our approach 
should be toward the whole problem of depressed areas, depressed 
industries—that is, depressed people—regardless of the specific cause 
of their depression. Our approach should be broad enough to insure 
that we make possible the maximum usefulness of all our people. 
And that in the end is the wisest investment we can make. 

It was only a few years ago that we were faced with the same es- 
sential problem for a vastly greater number of our citizens. We 
faced up to it in a bold and decisive way. 

Perhaps everyone wasn’t happy, but the GI bill did a tremendous 
amount to help our veterans readjust to the postwar world. We 
provided help for their education, their health, and we allowed a 
year of unemployment benefits. 

The whole program was designed to give our service veterans a 
breathing spell: a chance to study, train, or otherwise develop their 
talents for a more useful and rewarding life. Despite some carping 
criticism and loose talk, that program did quite a job. Why can’t 
we apply the same principles to the job we now face? Why can’t 
we have a GI bill approach to the problems of our depressed areas 
and industries ? 

Actually, of course, we are only suggesting a necessary extension 
of the principle of readjustment aid. A program such as we en- 
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visage would make it possible for all people who have been the victims 
of basic changes in the economy to accommodate themselves to those 
changes. It would provide retraining, and, if desired, relocation aid 
for displaced workers, and a decent minimum income over the period 
of time it would take to accomplish the painful transitions we have 
to make. 

It would provide technical and marketing assistance and loans for 
businesses, to help them adjust to the effects of changes in production 
and markets, of which foreign competition is only one. Tt is not a 
charitable give-away. It is a sound principle that can be elaborated 
into a sound program for making our progress easier and cheaper 
than is now the case. 

Although I do not have at my command the resources for resarch 
that could prove the point, I very strongly suspect that if United 
States consumers were freed of the extra cost-of-living burden that 
even our present tariffs put on them, the savings over the period of a 
few years would be large enough to pay several times over the cost 
of an effective readjustment program. 

And while the tariff burden on consumers is never ending, the cost 
of adjustment aid is calculable and terminable. 

We believe that such an adjustment program should be made an 
integral part of our reciprocal trade program. Until there is in oper- 
ation a comprehensive program for assistance to depressed areas and 
industries, we recommend that the Eberharter provisions be in- 
corporated into the Reciprocal Trade Agreements Act as a substitute 
for the escape-clause procedure and escape-clause relief. We believe 
that will prove more effective, more equitable, better policy and, 
in the long run, cheaper. 

Finally, Mr. Chairman, we urge you to continue to look with na- 
tional eyes at an issue which is truly national, not sectional or 
parochial, in importance and significance. 

The reciprocal trade program represents the first successful effort 
in United States history to deal with the tariff at the level of the 
national interest—to consider the interest not only of protected in- 
dustries but of consumers and exporters as well; to consider not only 
the effects on the United States economy but the objectives of United 
States international policy. 

This is why we believe that it is so important to leave the final 
decision in the hands of the President, who alone represents all these 
interests, instead of turning the decision back to a log-rolling wrangle 
in the Congress. 

This is why we urge you to approve a bill, without hobbling restric- 
tions, and with an adjustment assistance program, which will enable 
the United States to continue to pursue the trade policies which have 
been so successful for 20 years. 

That concludes my statement, Mr. Chairman, and I thank the mem- 
bers of the committee. 

The Cuarrman. We thank you, sir, for coming to the committee 
ane giving us this statement in behalf of the Americans for Democratic 
Action. 

Mr. Mason. Dr. Soloway, you are now teaching at Harvard? 

Mr. Sotoway. Yes, sir. 

Mr. Mason. You are teaching the same philosophy in regard to 
foreign trade that you are giving to us? 
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Mr. Soroway. As a matter of fact, I don’t teach international trade. 
I teach government finance. There might be the same objections to the 
philosophy there. 

If I were teaching international trade I would be teaching along the 
same lines. 

Mr. Mason. Iassumed that wasso. Thank you very much, sir. 

The Cuarrman. Mr. Curtis? 

Mr. Curtis. First, I want to say that there is much in here that I 
agree with. However, there is much with which I do not agree, 

First, I would like to say, on page 4, where you say on page 4, you 
point out: 

The difference between labor-wage rates and labor costs has been painstak- 
ingly exposed previous witnesses— 
and then you go on and point out the fact that there are other costs 
to be considered, I could not agree with you more, of course there are, 
and it is important to lay all these costs, and I do not believe that the 
point has been made that wages alone are the only factor; they are only 
one factor, it seems to me, from the testimony of the other witnesses, 
particularly in getting into this question of whether in negotiations we 
have attempted to even weigh a simple thing like wages. 

Would you not agree that evaluating all factors in relation to our 
American producer, in relation to the cost of a foreign producer 
who wants to import that particular product into our domestic econ- 
omy, is a proper subject of discussion and negotiations ? 

Mr. Sotoway. Mr. Curtis, I am afraid I could not agree. 

Mr. Curtis. You do not think that is a proper factor ? 

Mr. Sotoway. No, sir. 

Mr. Curtis. That is all right. 

I will ask this question to develop it: 

Do you not feel that a great many burdens are placed upon our 
manufacturers and producers through the social laws, and I happen 
to agree with most of them, that the Federal Government, in many 
instances, has placed upon our producers and is that not an area we 
should have regard to ? 

Mr. Sotoway. Yes, sir. 

May I make a comment on that ? 

Mr. Curtis. Certainly. 

Mr. Soroway. I think that these social burdens, as you put it, that 
have been placed on American producers, as well as our high wage 
levels in real terms—forgetting any of the other extenuating things 
we might say—are really hallmarks of our advanced economic 
progress. 

They are things that come to a rich society and we are a rich 
society. 

Even with respect to wage differences, and this is the reason I could 
not agree with your first statement, or any other differences, we 
cannot legislate nor can the countries themselves legislate higher 
real wages, wages in terms of real purchasing power. 

Mr. Curtis. I agree with you. Our minimum wage is only a dollar, 
but it is a floor and the whole theory is that by putting a floor in you 
do raise the general level. 

So I do say if our theory is right, it certainly is true in another 
country. 
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Mr. Sotoway. I would question the theory as theory unless there 
is one other proviso put with it. mis 

The minimum wage legislation is not very meaningful unless it is 
backed up by sufficient labor productivity, as we measure it so that 
when you get your higher minimum wage you are getting more goods, 
not just more dollars. 

Mr. Curtis. You would have to make the minimum wage com- 
pletely unrealistically economically, I agree with you. But the Gov- 
ernment in a good economic area can raise the standard of wages in 
its own country. 

Mr. Soroway. I would like to refer to some testimony before the 
subcommittee last fall by Professor Kravis, of the University of 
Pennsylvania. I found this was one of the most stimulating pieces 
of reading in the field I have seen in years. He pointed out that 
wages in terms of productivity, labor costs, were very much in line 
in all the major condos countries in the world. 

You may recall that in Japan the wage rates may be 30 to 40 cents 
an hour or less. 

In relation to the productivity of the Japanese economy this was 
consistent with our own ratio of wages to productivity. 

Mr. Curtis. ‘That is fine, but the point I am making is that that is 
a proper area for discussion and investigation to find out if this is 
not and that is what we have not done apparently in our trade nego- 
tiations. 

We have ignored it. 

Mr. Soroway. I would not take it as a criterion for policy because 
I am essentially and philosophically a free trader. 

It would seem to me that whatever differences were developed in 
such a study would be very worthwhile knowing, but this still would 
not move me to argue for restrictive trade policies even if there were 
differences. 

Mr. Curtis. The theory behind our antitrust laws which were put 
in, one reason, was the abuse of a company that would finance an op- 
eration of selling below cost for a suflicient period of time to elimi- 
nate or destroy its competitors and then after it accomplished this 
step it would come in and raise its price. 

You would agree, I think, that that is a piece of social legislation 
that is desirable, is it not ? 

Mr. Sotoway. I do not want to be a recalcitrant witness, but I have 
my reservations about the fair-trade approach to fair-trade compe- 
tition. 

Mr. Curtis. I am talking about this sole limited area, this one thing, 
of deliberate selling below cost. 

Mr. Sotoway. Yes; I would agree with you. 

Mr. Curtis. The point I am making is that the same operation can 
be done, and I suggest, incidentally, the case histories will show that 
it actually is done, of having our capital go abroad to avoid the anti- 
trust laws and to then ship into this market, sell at a price that is be- 
low cost and destroy its competition and then once it has accomplished 
that, then to raise its prices. 

Mr. Soroway. Mr. Curtis, I think I would be in complete agreement 
with the sentiment you are expressing here, that this is something we 
would want to watch in our negotiations and something we would 
have to keep our eye on. 
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Mr. Curtis. That is all I am talking about really. I do not know 
whether these cases can be established, or cannot. i am pleading for 
a little economic enlightenment. 

Then I go on to the next point where | think you are creating a 
strawman by saying that there are those who talk about using terms 
to equalize. 

It is not a rigid equalization, there is no attempt to equalize in 
the sense that it is an exact science. 

The differential is paying attention to the fact that there is a dif- 
ference and how you measure, of course, is the question of the situation. 

Take the wage scales. Japan, 20 cents an hour, and in United 
States it is $1 an hour. The attempt to measure is not in relation to 
$2, but $1 which is the minimum wage and even then, if you take the 
situation, in wages you say one-fifth of the minimum wage. 

So the argument is not that it is equalized, nor is it the argument that 
it is an across-the-board proposition. 

You see what the differential might be between those two industries, 
and then reflect it if you think it should be reflected. 

Mr. Sotoway. Mr. Curtis, I don’t think it should be reflected in that 
way, primarily because of the point I made here. 

When we allow these concessions—I am not thinking now in terms 
of some Machiavellian domestic industries that have sought to ex- 
ploit the economy—when you allow for differences in the cost of pro- 
duction, these differences are made up by payments by American con- 
sumers. 

I like to wear certain types of woolen goods. This is a domestic 
product I have on my back now, but suppose I were able to buy the 
same thing at lower cost, made of cloth manufactured in England 
or elsewhere. This would not mean that the domestic economy would 
suffer. I would spend my savings in other directions. 

I think this is another way to look at it—that every time we make 
these concessions on whatever basis, we are taxing the consumer and 
we have taken from him purchasing power which he would otherwise 
use for other expenditures. 

Mr. Curtis. That leads me to the next thing, and I am glad it 
leads into that. 

No. 1, of course, if we really mean what we say, we want to use 
reciprocal trade to assist in raising the standard of living of people 
abroad, certainly it is not going to help them very much to use a 
figure of speech, if there happens to be a sweatshop operation going 
on there; we are not benefiting that country very much to combat 
communism or raising their own economic level by buying that sweat- 
shop product. 

We might benefit the owners. If you have a 30 percent capital take 
there, he might like it, but it certainly is not achieving our objectives 
of the Reciprocal Trade Agreements Act. 

Mr. Sotoway. There are two things I would like to say: I think it 
has been established that the bulk of our trade is with the relatively 
high wage nations with the exception of Japan and of certain special 
commodities. 

Mr. Curtis. I do not want to get into international complications, 
but take Italy, where they pay 30 cents an hour. One way of illus- 
trating, the workers in Fiat go to work on bicycles because they do 
not get enough take-home pay to buy automobiles. 
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The people who make television sets are not owners of television 
sets. Nothing seems to be done about it. 

They take about a 30 percent capital return. 

How can we help a country like that? 

Mr. Sotoway. I would think we are helping in this way: Basically, 
the wage level depends on the overall productivity of that country 
and its capacity to produce goods and services. 

I would say that the great difference there is the development of 
their capital plant and equipment. 

Now, profits themselves, and I think in our own country this is the 
philosophy that Alexander Hamilton had when he proposed taxation 
in the early days, were supposed to allow for accumulation of capital, 
which could go into further improvements in production. 

Beyond that let me suggest this: Taking again our New England 
experience, a large part of our textile industry scattered to various 
places in the South. Among the important reasons was the labor 
wage differential. What we have seen in a relatively few years is a 
narrowing of the gap in labor wages such that the spokesman for 
the New England Governors Committee on the textile industry, Mr. 
Harris, who appeared before this committee a few weeks ago, re- 
marked in his testimony that wage differences are not now an im- 
portant factor. 

Mr. Curtis. One reason, may I suggest, is that you have a $1 mini- 
mum wage. 

Mr. Soroway. I think this was a definite help, but, nevertheless, 
when you first move into an area where there is a limited area for 
employment, especially for productive employment, wages are low. 

In the example of Fiat or Volkswagen, or any other producer, there 
will be a definite upward tendency in their wages which will narrow 
what gap exists as the productivity and output improve. 

Mr. Curtis. Why is this not a proper area for negotiators to discuss ? 

Mr. Soroway. I think it is. 

Mr. Curtis. The only point is that you mention consumers bene- 
fit. When the labor leaders were doing a good job, I thought, in 
pointing out the uneconomic features of sweatshop operations, the 
also were pointing out that labor itself was not benefiting, sikenan 
it had the jobs, but in the long run the consumers did benefit. 

Yet the argument you are using in behalf of the consumer is that 
he is getting a better break on prices on some of these things that 
come in, which might be produced in a sweatshop operation. 

I submit in the long run he will not benefit by that cheap price. 

Mr. Sotoway. I would argue with the labor leaders who express 
themselves in this way, on the basis of historical experience and also 
on economics. They have no more effect on the basic rate of wages 
over the long period than can be supported by actual increases in 
output. 

This is the point I made earlier. The wages of American labor may 
be higher sehen as a result of good union action than they otherwise 
would have been because you do have a more “equalized,” and I put 
that in quotes, bargaining power. 

But, fundamentally, the standard of living of the American worker 
is due to the output of his hands, his brains, the output of our American 
industry. 
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Mr. Curtis. Do you think that the consumer benefits by continuous 
sweatshop operations? 

Mr. Sotoway. I would argue that sweatshops can only continue in 
a poor economy, in an economy whose trade policies are restricted and 
in an economy that is not very productive. 

Sweatshops will disappear in existing sweatshop areas when pro- 
ductivity increases. 

Mr. Coierin. T agree with you, but is it helping to move that process 
along by buying their products without any attention being paid to 
their operation ? 

Mr. Soroway. I think, sir, this is part of a major historical process 
and the best way we can help them is to buy their products. 

There are stages of development that many of the underdeveloped 
countries still have to go through in developing their economies; stages 
which we went through. I do not think that we can help them in any 
better way than to buy the goods which they can sell to us competitively 
and give them the opportunity to grow in the same way we have, under 
the force of competition, under the same kind of pressures that molded 
our tremendous economy. 

Mr. Curtis. We cannot debate about it here. I recognize the valid- 
ity of your argument. I do not agree with that. I do think that we 
are in a complicated area and that it is very proper to pay attention 
to it. 

Now, I am going to conclude with two observations: 

One, would you, or would you not agree that the tariff is probably 
the most liberal of all the various kinds of trade barriers that we have ? 

Mr. Sotoway. Yes, if you compare it with the extreme of an absolute 
quota system. 

Mr. Curtis. Considering the monetary exchange system and so 
forth? 

Mr. Soroway. Yes. 

Mr. Curtis. I feel that way on that, too. 

The second point I want to dwell on is that you emphasize the use of 
the Eberharter approach in solving these problems. To me that is an 
illiberal approach because it requires direct Government action and 
direct Government intervention actually to correct problems created 
by other Government action; in other words, the various bits of social 
legislation that we have passed which are a burden on the manufac- 
turer and put him at an unequal position with his foreign competitor. 

Now, I want to allow for the elimination of inefficient operation 
which I think we can do as long as we do not make the differential for 
these things too high, but that is a gradual process and it would seem 
to me that the easiest way would be to use the device like a tariff to let 
this thing gradually adjust itself, but have it at a lower level rather 
than to go to an approach of Federal Government action moving in, 
making this decision, “All right, you cannot make a living doing this, 
but we suggest you do that.” 

They might easily do the same as with crops. We support one 
crop and then the farmer moves over and plants things which create 
an economic situation for growers of other stuffs. 

You can get the Federal Government involved in this thing in a 
way that I suggest is going to suggest more problems than it will 
create while the tariff is a device which is used as a differential only, 
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not protection, but just the difference to measure a few of these bur- 
dens placed on our manufacturers. 

It seems to me that would be the more liberal method of handling 
this thing once you have recognized the problem. if 

Mr. Sotoway. I do not want to take much more time. I will just 
comment that I think the danger here is succumbing to the same old 
industry argument—to protect the little industry until it can support 
itself. 

To my knowledge no industry has appeared before any committee 
of Congress suggesting that it can compete under lower tariff arrange- 
ments. Equalizing or differential tariffs stimulate more investment in 
a weak industry which could be better utilized in another industry 
and they tend, even though the intent be good, to perpetuate a prob- 
lem and even make it worse, rather than to help to clear it up. 

Mr. Curtis. Let me ask this: If the point of the argument over 
amount is as to whether the differential actually is a differential or a 
preferential, a protection, and if the differential is sufficiently low, to 
measure these economic things we are talking about, then it would do 
what I am suggesting, would it not? 

Mr. Soroway. I don’t think we are very far apart, actually. I 
think the Reciprocal Trade Agreements Act that we have before us 
provides directly for that sort of thing. It is on a basis of gradual 
reduction, 

Mr. Curtis. I could not agree with you more. The tragedy has 
been that the machinery has not been put in to do this thing. The 
tragedy is that what we are talking about has not been discussed by 
either the previous administration or the present. 

I voted for the extension of the Reciprocal Trade Act each time 
and I will vote so again. That does not mean that this thing does not 
need a lot of work done on it, which would accomplish, I think, both 
ends: Give us a liberal trade policy and at the same time recognize 
the problem we are creating in our own domestic industry. 

The Cuairman. Professor Soloway, on behalf of Mr. Eberharter, 
who had to leave the committee, let me express to you his thanks 
for what he has termed your very fine and statesmanlike approach 
to this matter. 

Mr. Sotoway. Thank you very much. 

The Cuatrman,. On behalf of the committee I again thank you, sir, 
for coming and presenting these views. 

Our next witness is Mr. Kenneth M. Birkhead. 

Mr. Birkhead, please identify yourself for the record by giving 
your name, address, and capacity in which you appear. 


STATEMENT OF KENNETH M. BIRKHEAD, EXECUTIVE DIRECTOR, 
AMERICAN VETERANS COMMITTEE, WASHINGTON, D. C. 


Mr. Brxneap. I am Kenneth M. Birkhead, representing the Amer- 
ican Veterans Committee from Washington, D. C. 

With the chairman’s permission, it would be all right with me if 
you would include our statement in the record at this point. 

The Cuarrman. Without objection, the entire statement will appear 
in the record. 

Mr. Birxueap. Fine, sir; thank you very much. 

(The statement referred to follows :) 
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STATEMENT OF THE AMERICAN VETERANS COMMITTEE (AVC) IN Favor or Con- 
TINUED RECIPROCAL TRADE, PRESENTED BY KENNETH M. BIRKHEAD, EXECUTIVE 
DIRECTOR OF AMERICAN VETERANS COMMITTEE. 


The American Veterans Committee has always believed that the reciprocal 
trade program of our Nation is one of the keystones in our peace structure. 

First, we believe that the program has been good for our Nation and our 
people. Since its inception it has provided a favorable balance of trade for the 
United States, bringing income and jobs to our Nation. It has thus made a real 
contribution to our economy. A strong national economy is vital to our strength 
as leader of the free world. 

The present recession in the Nation would be much worse if it were not for 
the jobs provided by the favorable balance of trade under the reciprocal trade 
program. 

We realize that some industries have felt the pressure of foreign competition 
but, at the same time, we do not believe that because there is some dislocation 
due to the entry of foreign goods there should be an attempt to completely 
emasculate the whole program. There are ways and means the Federal Gov- 
ernment could develop to assist industries that may experience sales difficulties 
due to the presence of foreign goods. The cost of such Federal assistance would 
be infinitesimal compared to the general good to our whole economy of continuing 
and expanding the reciprocal trade program. 

The American Veterans Committee believes that this Congress should extend 
the program for at least 5 years and should take the greatest possible steps to 
liberalize the program. 

Extending the program for 5 years will benefit not only our own Nation 
where our industries can then make longer range plans to participate under 
the program. Such an extension will also materially benefit us in our dealings 
with foreign nations. AVC is an American affiliate of the World Veterans 
Federation. This organization is composed of veterans groups in 36 nations 
and has nearly 20 million members. The Seventh General Assembly of the 
World Veterans Federation was held last fall in West Berlin. AVC delegates 
at the assembly had a chance to discuss the effect of many United States foreign 
policy programs with the veteran representatives of the other 35 nations. With- 
out exception these veterans told AVC delegates of the importance of the 
reciprocal trade program and the significance it had to the business community 
and to the moral support their people gave to United States leadership in the free 
world. 

This praise for the reciprocal trade program came not only from the repre- 
sentatives of nations committed to the West in the cold war, but even from the 
noncommitted and neutral nations. The representatives of the latter nations 
stated that the reciprocal trade program was an important device in combating 
the increasing efforts of the Communists to expand their trade and economic 
infiltration of the uncommitted nations. These veterans reported that it would 
be a severe blow if this Congress should take action indicating a lessening 
interest of the United States in world trade and assistance to our allies and 
possible friends. 

It is for these reasons—first, that the reciprocal trade program is good for 
the United States and its people, and secondly that it is an important weapon 
in the cold war—that AVC urges full extension of the program under the most 
liberal terms. 


The Cuarrman. Our next witness is Mrs. Wallace N. Streeter. 
Will you please come forward and identify yourself for the record 
by giving your name, address, and capacity in which you appear. 


STATEMENT OF MRS. WALLACE N. STREETER, IN BEHALF OF 
THE WOMEN’S DIVISION OF CHRISTIAN SERVICE, METHODIST 
CHURCH, NEW YORK CITY 


. Mrs. Srreeter. Thank you, Mr. Chairman. 

Tam Mrs. Wallace N. Streeter, and I represent the Wemen’s Division 
of Christian Service of the Board of Missions of the Methodist 
Church. 
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The CuarrMan. Will it be possible for you to conclude your state- 
ment in the 10 minutes we have allotted to you, Mrs. Streeter ? 

Mrs. Streeter. I think so. 

The CuarrmMan. You are recognized. 

Mrs. Streeter. I am Mrs. Wallace N. Streeter, a resident of Wash- 
ington, D.C. I represent the Woman’s Division of Christian Service 
of the Board of Missions of the Methodist Church wich is the duly 
elected administrative and policymaking body for over a million and a 
half Methodist women. &n behalf of that organization I wish to 
speak today in the framework of the proposition that lowering trade 
barriers offers great opportunity to peoples of many nations includ- 
ing our own. 

Because the spiritual and physical welfare of people here and 
abroad is the concern of our organization, we have considered the 
problem of the relation between world trade and the welfare of 
people. Our conclusions about the inescapable connection between 
the two have led us to repeatedly support the principle of reciprocal 
trade agreements. 

Today, in a world where science and technology have speeded up 
development processes and increased world interdependence, we find 
our position strengthened. At our annual meeting in January 1958 
we therefore took the following action: 

Because of the urgent need for world economic cooperation it is recommended 
that the woman’s division urge the extension of the reciprocal trade agreements 
for 5 years and concur with the following statement of the National Council 
of Churches (December 1957) : 

“* * * We hope this program will be extended for at least another 5 years 
without weakening amendments. We urge that in its provision and operation 
there be less emphasis on reinforcing trade barriers and more on expanding 
trade. Further, we endorse United States participation in the international 
machinery necessary for efficient and orderly administration of the reciprocal 
trade agreements system such as is planned for in the proposed Organization for 
Trade Cooperation While advocating the strengthening and extension of the 
reciprocal trade system, we are aware that some agreements may have certain 
local adverse effects. We hold, therefore, that as our Government adopts meas- 
ures to strengthen international trade, it should also approve programs of 
special assistance to areas, industries, and people adversely affected, to aid them 
in adjusting to the new conditions brought about in efforts for the larger good 
in an interdependent world.” 

It is important not only that trade among nations be expanded, but also that 
it be stable. Any significant decline in United States business activity would 
have serious repercussions abroad as well as at home. There will be specific 
benefit to our national economy because of policies which will increase trade, 
but, even more, we urge such policies because they can be of much greater benefit 
to other countries more dependent on trade. Most of all we support such poli- 
cies because they represent an important element in the construction of interna- 
tional cooperation which is so essential to building a world of more justice, 
brotherhood and peace. . 

There are three points at which I wish to simplify our position. 

First, we feel that the future of world economic development cannot 
be isolated from world economic assistance. In fact we have reached 
the conclusion that the whole future of experiments in economic aid in 
general and technical assistance in particular depends directly upon 
the future of world trade. 

Since economic aid and technicai assistance have been tools which 
we have used freely in our efforts to improve the conditions in which 
people live, we have great interest in seeing that the gains made by these 
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means shall not be endangered. As an organization we have been in 
the business of giving technical assistance for more than a hundred 
years. 

We have welcomed the entry of national and international agencies 
into this field because they have added new dimensions to early efforts. 
Altogether since 1950 more than $3,148,941,915 of financial resources 
and perhaps even a larger number of man-hours of devoted skillful 
people have been poured into this enterprise by many nations and 
international organizations. 

It has opened up small windows through which millions of formerly 
hopeless people are able to glimpse the world prosperity and individual 
fulfillment. The enlargement of these windows into doors into the new 
world of opportunity rests to a significant degree upon world trade. 

In order to understand this connection it is necessary to consider 
the capital needs of the countries which have been the object of eco- 
nomic and technical aid. Capital to develop industry and to purchase 
necessary goods abroad is a crucial element in the process of economic 
development. 

Technical assistance provided a diagnostic service for a country 
which can determine what the country’s economic ills are and what 
steps can be taken to cure them. Technical experts are then available 
to help as the process of improving the economy is begun. 

At this point the need for substantial amounts of capital enters the 
picture. At present such capital must be in a large part secured 
through private investment from abroad, gifts and loans from other 
governments and private foundations. The creation of a healthy 
domestic economy seems to require that these sources should be re- 
garded as a supplemental and temporary shelter under which in- 
digenous capital may be developed. 

One of the few ways to develop this domestic capital is through 
the sale of goods abroad, preferably in the hard-currency countries 
such as the United States of America. From our point of view this 
is one of the major benefits of world trade. When such trade flows 
freely it can provide a doorway to a future of independence and eco- 
nomic well-being for nations that are seeking to emerge from severely 
restricted economies. 

We are convinced that a moral responsibility rests upon our Nation 
to widen this doorway so that a constantly growing number of people 
can enter through it to a new prosperity. 

A part of the process of technical development is the establishment 
of proper labor standards and conditions of employment. The In- 
ternational Labor Organization, a United Nations specialized agency 
is doing extensive and effective work in this field. 

Perhaps we need also to remind ourselves at this point that trade 
with these nations will tend to increase as their industrial capacity 
increases. Experience has shown that our most extensive and profita- 
ble trade tends to lie with nations which are highly developed indus- 
trially such as Canada. 

Secondly, we believe that world trade is a necessity to almost all 
nations, including our own, if they are to have full enjoyment of the 
world’s goods. Certainly our Nation is not independent of world 
trade. ‘To speak frivolously, a day without imported amenities such 
as coffee and tea would be dreary to contemplate. 
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On a more serious level it is obvious. that without important im- 
ports, some significant elements of our industry could grind to an 
awkward slowup if not to a stop. If imports are necessary to a 
country as richly blessed in resources and a tradition of technical 
competence, it is easy to see how important it is for less highly devel- 
oped countries. Again we come back to the moral implications of 
our actions in the field of world trade. Does not our Nation have the 
responsibility of seeing that this two-way street be kept open ? 

Finally we feel that a nation as blessed with such abundant re- 
sources as our own has an added responsibility. As trade becomes 
worldwide, much shifting and experimentation will be necessary to 
discover just which things can be best produced in each part of the 
world. The measure of this successful adjustment will be the meas- 
ure of world prosperity and of the standard of living to be achieved. 

At present we are one of the few nations with the opportunity 
and resources to experiment with the problem. We know that while 
the long-term prosperity of the larger number of our people lies in 
free world trade, there will be in every State in the Union some 
communities where temporary dislocation of industry, loss of jobs to 
individuals and revenues to communities will result from lowered 
tariff rate on particular products. 

If our concern for the genuine problems of these individuals, in- 
dustries, and communities prompts us to forget the interests of those 
people in our country who depend for their living on world trade 
and of the people all over the world whose future lies with it, we 
will have failed in a great opportunity. 

It is easier to close the doors to world trade at points where our 
citizens are temporarily disadvantaged by competition than it is to 
work out a creative solution. We believe that we cannot afford to do 
this. The resources and ingenuity of our Nation and citizens can 
meet this problem of readjustment due to competition. 

This is the type of problem with which we have had experience. 
Under the stimulus of war necessity we have made radical readjust- 
ments in our industry. Today we can well experiment with adjust- 
ments made necessary by changing trade patterns and thus have 
valuable experience to offer the rest of the world as this problem 
becomes more general. 

May I conclude by saying that we see in the expansion of world 
trade great opportunities. We therefore believe that it is essential 
that the reciprocal trade agreements be continued on a 5-year basis 
without crippling amendments which would prevent the full achieve- 
ment of the three objects I have discussed. We also believe that 
provisions for aiding communities and industries that have actual 
need for assistance in adjusting to conditions caused by competition 
of imported products needs full exploration and consideration. 

The CuarrmMan. Mrs. Streeter, we thank you for coming before the 
committee and giving us the benefit of the views of the Women’s 
Division of Christian Service of the Methodist Church. 

Mrs. Streeter. Thank you, Mr. Chairman. 

The CHarrman. Our next witness is Mr. William L. Batt, Sr. 

Mr. Batt, we quite well recall your previous appearance before this 
committee. 
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For the purpose of the record, will you please identify yourself 
by giving us your name, your address, and the capacity in which 
you appear. 


STATEMENT OF WILLIAM L. BATT, SR., IN BEHALF OF GREATER 
PHILADELPHIA CHAMBER OF COMMERCE, PHILADELPHIA, PA. 


Mr. Barr. My name is William L. Batt. I represent the Greater 
Philadelphia Chamber of Commerce. 

In the interest of time I think if you will permit me I would like 
to put a formal statement into the record. 

The CHatrmMan. Without objection your statement will appear 
inthe record. 

You are recognized, sir. 

(The statement referred to follows :) 


STATEMENT IN SUPPORT OF RENEWAL OF THE RECIPROCAL TRADE AcT THROUGH 
H. R. 10368, H. R. 10369, anp H. R. 10370, By Wititi1aAm L. Batt, Sr., VICE 
CHAIRMAN, INTERNATIONAL TRADE PROGRAMS COMMITTEE, TRADE DEVELOPMENT 
COUNCIL OF THE CHAMBER OF COMMERCE OF GREATER PHILADELPHIA 


In order to make clear that I appear before this committee as the repre- 
sentative of a major cross-section of American industry and commerce, may I 
take a moment to explain the organiaztion structure through which the Chamber 
of Commerce of Greater Philadelphia arrived at the decision to support renewal 
of the Reciprocal Trade Act? 

Founded in 1801, the Chamber of Commerce of Greater Philadelphia is com- 
posed of something over 1,700 industrial and commercial companies in the Phil- 
adelphia metropolitan area which includes the industrial counties adjacent to 
the Delaware River in Pennsylvania and New Jersey. There is hardly a branch 
of industry or commerce—from producers of food and clothing to hydroelectric 
powerplant and guided missiles—which does not have strong representation in 
our Chamber. 

While we are proud of Greater Philadelphia as the “workshop of the world,” 
these factors are emphasized only to make clear that we approach problems of 
international trade policy from a very wide variety of industrial and com- 
mercial interests. Our chamber recently has been reorganized into six auto- 
nomous bodies, or councils, the better to concentrate on the major aspects of 
business in our area. The trade development council, led by a board of governors 
composed of business executives with considerable backgrounds in its area 
of activity, is charged with responsibility for the chamber in all matters of 
trade development, trade policy, and port development. 

Under this new organization the decision to support a 5-year renewal of the 
Reciprocal Trade Act was reached first by the board of governors of the trade 
development council after thorough study. The decision was then approved 
unanimous by the board of directors which is made up of over 70 of the most 
outstanding leaders of industry and commerce of Greater Philadelphia. 

In your deliberations on this vital legislation in question here, the Chamber of 
Commerce of Greater Philadelphia urges the Congress to approach renewal of 
the Reciprocal Trade Act not only in the light of the cold, hard facts of domestic 
interest but with serious concern for the international problems involved. It is 
appropriate for such an outstanding public body as ours to point out, with the 
deepest conviction, that this is a time for every American business and every 
American citizen to place national interest above local or self-interest. These 
are not ordinary days satisfied by ordinary routine considerations. In a way, 
these are wartime days. 

This is not a situation of our making or our declaration. If there is any 
doubt in any of our minds that a certain state of war exists, let me quote to 
you Nikita Khrushchev’s own recent words : 

“We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade.” 

We Americans, usually proud of our frankness in dealing with ourselves or 
with friends, traditionally are reluctant to take seriously the frank statements 
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of an opponent. We refused to believe Hitler when he bluntly mapped his future 
action in Mein Kampf. Lenin and Stalin clearly told in advance what they 
intended to do. We cannot now afford the risk of not taking their successor’s 
words at face value. Russia and her satellites among the Communist countries 
are demonstrating that trade and aid are their new offensive and effective 
weapons in a campaign to erode the free world ; to extend the borders of the Com- 
munist empire in such varied countries as Syria, Egypt, Indonesia, Ceylon, 
India, Iceland, Ghana, and Chile. Need I dwell upon the implications to us of 
close trading relations between the Communist empire and Iceland? or Ghana? 
or Chile? A glance at a map of the world will reveal the answer. 

In a shooting war, the Congress has never hesitated to give the President full 
powers to fight the war toa successful conclusion. In this economic war, can the 
Congress do less than to give the President all the powers he needs to combat an 
enemy on every front—economic as well as military? 

Here is a desperately critical time when we must make clear to the world— 
to our economic friends, to our foes and to the so-called neutrals—that the 
United States is living up to the responsibility as the leader of the free world; 
that the United States has stopped straddling on the vital issues of international 
trade; and that the United States is fully and permanently on the side of the 
utmost practical freedom in international trade. 

The only way to do that will be shown in approval of legislation to approve 
our membership in the Organization for Trade Cooperation and to authorize 
renewal of the Reciprocal Trade Act for at least 5 years. Personally, I have 
advised that the act be renewed without any time limit, but I suppose that such 
action is politically unlikely now. 

National and international advocates and practitioners of scientific manage- 
ment have long maintained that the primary responsibility of the manager cer- 
tainly is to his own enterprise. On this ground, we repeat our understanding of 
the attitude of the manager who fights to protect that enterprise against competi- 
tion at home and abroad. Realistically, of course, there is not much difference. 
But like many concepts in other fields of human endeavor, this concept can be 
allowed to go too far. A balance between opposing interests must be maintained 
in this difficult world in which we carry on our individual and our national 
business. Local interest must never be allowed to prevail at the expense of 
the national good. Society at large, in this case Congress acting for it, must 
safeguard that wider interest. 

The lack of that essential balance is, we might suggest, a major cause of the 
unhappy predicament in which our friend and ally, France, finds herself today. 
In 1920, France was without doubt the dominant military, political, and economic 
power of Europe; her merchants and industrialists had then, as now, an exten- 
sive system of protection at home and abroad—particularly in continental Eu- 
rope and the French Empire. Through their own ultraprotectionism, French 
businessmen have surely been allowing their immediate self-interest to take 
precedence over national interest. But, on the other hand, and as a direct 
result of those protected and noncompetitive domestic policies, the power of 
Franch internationally, has steadily declined to its present tragic ineffective- 
ness and today we see that great nation on the verge of international bank- 
ruptey. In contrast, it is doubtful if so many French persons—corporate and 
individual—were ever so wealthy as they are today. The record of internal 
expansion of French commerce and industry since 1946 is phenomenal by any 
yardstick. Profits and wages are higher than ever. Production and productivity 
have increased at a rate greater than almost any other country in the Western 
World. 

American commerce and industry must not allow itself to be led into this tempt- 
ing trap of rugged protectionism, of permitting individual or local interests to 
override national interest. Certainly, let us always protect American industry, 
American labor, and American agriculture by all reasonable means consistent 
with the national interest. But let us not confuse such protection in an im- 
mediate, short-term situation with the long-range permanent welfare of the 
people as a whole. 

There have been witnesses who have appeared before you to urge the necessity 
of additional protection on a wide variety of products as a useful means to deal 
with the present recession. In our judgment, this conclusion is untenable and 
dangerous. The freest possible flow of import and export trade is an essential 
requirement to the stimulation of American industry and the reemployment of 
American labor. When I appeared before a subcommittee of this committee on 
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December 2, last, and when there was less concern about the condition of general 
business, I made the following prediction to your subcommittee: 

“In the event of a recession, nothing short of the most rigorous self-restraint 
by the free world’s principal trading nations, nothing short of constant consulta- 
tion among them, can prevent a chain of action and counteraction, restriction, 
and retaliation. And nothing short of a vigorous, international organization can 
provide the channels of such constant consultation and reassurance and prevent 
the rise of governmental controls of foreign trade.” 

Unhappily that recession is upon us. Already there is vigorous agitation for 
the use of quota controls on foreign trade over a wide variety of commodities as 
a solution. Crude petroleum is a conspicuous example. Such palliatives, in our 
judgment, are undesirable; in the long run, they will harm the national interest, 
not advance if. The Chamber of Commerce of Greater Philadelphia is strongly 
opposed to all import quota legislation. 

There is not time enough to discuss at any length the effect which cutting down 
imports has upon those American companies who are selling abroad. To many 
of them, the profit from such imports is vital to their successful existence. In 
such discussion as this, we have the feeling that the importer is the “forgotten 
man.” It is notorious that he has never presented his case before the Congress 
with the vigor it deserves. But the relationship of exporters versus importers to 
jobs here at home is well known to American labor leadership having clearly 
recognized where the major danger to the job of the American worker really is. 

This is not to say that some companies, some industries, some communities 
will not, at times, be hurt by reductions in import duties in spite of everything 
they can do. It is our view that such situations, when they actually exist, 
should be able to receive some temporary investment assistance from the Federal 
Government. Several bills, designed to accomplish that end, are before this 
Congress now. We predict, however, that if such legislation becomes operative, 
the cases of actual damage as distinguished from apprehensions and fears of 
possible hurts, of which you have been hearing so much these days, will not be 
very expensive. 

With all the seriousness of which we are capable—and against our fairly con- 
siderable joint experience in business and Government both here and abroad, we 
emphasize that this sort of ad hoc, local interest, short-run solution of our world- 
trade problefhs will not work. Failure to support the President's international 
trade program can surely endanger the country’s very existence. Soviet Russia 
will be justified in concluding—and propagandizing—that America, as a world 
power in the trade and economic field, need not be taken seriously. Our allies, 
as well as neutral observers in the Far East and Latin America, will have no 
basis for relying confidently upon American leadership, power, and prestige. 
We shall certainly have traded our birthright for a mess of porridge. 

Mr. Barr. To try to stick to the time against which I see you are 
working, I shall make some brief references to this statement. 

I think the important thing about the statement, Mr. Chairman and 
members of the committee, is that it is made by the unanimous vote of 
the directors of the Chamber of Commerce of Philadelphia. Now, 
this is, I think, the oldest chamber of commerce in the United States. 
It isa chamber that represents a very wide area. The whole Delaware 
Valley is represented in this chamber—Pennsylvania, New Jersey, 
parts of Delaware, Maryland. 

There are 1,700 members of this chamber and they represent a very 
diversified interest. 

We in Philadelphia do not have a large industry such as the auto- 
mobile industry or the steel industry or the oil industry. We are a 
pretty good cross section of the United States. 

We are generally a medium- and small-business area. We have all 
kinds of enterprises there and we have a great port. 

There have been years when the greatest volume of imports coming 
into the United States came in through the port of Philadelphia. 

1 submit to you that when the members of that chamber—not the 
staff, but the members—and the 70 directors on the board of directors 
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unanimously voted in support of the President’s trade pregean and 
directed me to bring that view to you, it does carry weight 

It is my view, Mr. Chairman, that the forgotten man in this picture 
is the exporter. People have talked to you at great length about the 
problems of the importer. Of course, the importer has problems. 

But we do a great export business and it is important that we take 
the expor ter into account. 

You have been told by experts here that if we don’t have an import 
business we don’t have an export business. That is a very valid con- 
clusion. 

Now, there are two new elements in this picture today as contrasted 
with those of any previous period. I have had the honor of appearing 
before this committee a great many times. I would like to qualify 
myself as having some knowledge of international trading. 

‘T was the Vice Chairman of the War Production Board. I set up 
by direction of the President the combined Raw Materials Board, the 
Joint United States-Canadian Raw Materials Board, and I handled 
them all through the war. 

I was Minister of Finance and Economics in London and Paris from 
1950 to the end of 1953. 

I submit I have lived through this problem. 

There are two new and vital elements. The first one has to do with 
the political situation around the world and the relation of our eco- 
nomic behavior to that. 

It is important that we remind ourselves how unwilling we are to 
listen to what dictators around the world say in terms of what they 
are likely to do. We have never paid much attention to Lenin and 
Stalin; I never did. We certainly did not pay much attention to 
Hitler. 

Now, we have a man, Khrushchev, who makes this very significant 
statement. He said very recently : 

We declare war upon you—excuse me for using an expression—in the peace- 
ful field of trade. 

Now, they are very serious about it and the very safety, the very 
existence of the United States may depend upon how seriously we take 
this Soviet trade offensive. 

The second is the common market. When that common market 
machinery was set up, gentlemen, I had my fingers crossed as to 
whether it would have any validity, but it was ratified by the six gov- 
ernments involved. 

The machinery is working and if we are not able through the exten- 
sion of the Reciprocal Trade Agreements Act for a substantial period, 
if we are not able to work with the developments in that common 
market, we may well find ourselves in a very serious situation. 

I assumed at the outset that if we could not get an extension for 5 
years, we ought to be satisfied with 3 years, but I have talked with the 
people whol ive with it and they tell me that we must have 5 years if 
we are to be able to protect ourselves against the developing rates 
that will be set up in the common market against the outside world. 

It seems to me, gentlemen, that since you are the only body that can 
look at the national interest it is incumbent upon you this time, as it 
never was before, to look at the national interest implications of our 
position in this field. 
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We cannot afford to overlook what. is involved in the development 
ef this common market, because if we do, if they put up higher rates 
against us as they well may do, then we endanger this great export 
market of ours. 

This is a desperately critical time, I submit to you, when we must 
make clear to the world—to our economic friends, to our foes, to the 
so-called neutrals—that the United States is living up to its responsi- 
bility as the leader of the free world, that the United States has 
stopped straddling on the vital issues of international trade, and that 
the tinited States is fully and permanently on the side of the utmost 
practical freedom in international trade. 

The only way I know to do that is for you to ratify the President’s 
proposals, to ratify our association with the Organization of Trade 
Cooperatives, and to extend the Reciprocal Trade Agreements Act. 

I cannot urge too strongly that the decision to do this or not to do 
it is one of those decisions which in the present day is probably as 
serious as this Congress can be asked to make. 

One hears so much—I have heard it this morning, one hears it 
after every hearing on this subject—about the danger to the American 
laborer. 

Now, of course, competition always hurts. I went in business in 
1907, 51 years ago. I know what competition is, but there is a lot of 
lip service as to the dangers of competition from abroad and the 
dangers from competition at home. 

Realistically, anyone that takes a piece of business away from you 
hurts—hurts your profits and hurts your labor—and it does not make 
any immediate difference to you whether it is a competitor in Oregon 
or somebody in Europe; the practical results are precisely the same. 

Competition always sharpens your efficiency. If we were to close 
the door to importation from abroad we should certainly gravely 
affect American efficiency. 

Now, I read the testimony of one very important industry. I 
would rather not care to mention it, but that industry came in here, 
and made a very substantial case of the increased damage to it caused 
by imports. They pointed out that in the last few years imports had 
doubled. 

Now, the fact is—and I got my figures from the Department of 
Commerce—the fact is that those imports did go from 2 percent of 
their national production to 4 percent of their national production. 
What was not pointed out to you was that their exports over those 
same years, they exported 12 percent in the period during which 2 
percent was imported, and in the next period they exported 19 per- 
cent in the period during which 4 percent was imported. 

Now, that is the element of this problem. We are doing a tremen- 
dous export business. The figures are perfectly clear. We are ex- 
porting a great deal more than we are importing. 

People can only buy from us if we buy from them. 

The Chamber of Commerce of Philadelphia believes that the great- 
est good to a community comes from the greatest volume of freest 
flowing trade that you can reasonably arrive at. 

It certainly would not want to be called a free trading organization 
because it is not. Each of these situations has to be gone through. 
Each of these conditions in an industry has to be looked at on its 
merits. 
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If you take an industry in which exports are five times as much as 
imports, you are going to be very careful about doing anything to 
the export business which is so great when you have set up additional 
protective means to help some importer. 

Now, that is the major problem, as a great trading area in Phila- 
delphia sees it. 

As to the recession situation, the same industry I am talking about 
is hurt because the automobile industry is not buying machine tools. 

The automobile industry is not buying machine tools. That is far 
more serious than what happens in imports from another country. 

So we have to look at what is happening at home. Most of our 
troubles in a recession period are those which come out of our own 
domestic economy and a raise in tariffs is not only not going to a. 
but is most certainly going to hurt because if it has, as it certainly 
will have, the effect of cutting down our exports, then more labor will 
be involved in the export recession than is involved in the imports 
which are now coming 1n. 

We beg of you not to accept this quota philosophy. It is one of 
those things which is so attractive when you first look at it. When 
an industry asks how you are going to give them protection through 
a tariff which might be raised 20 percent, perhaps, and suggests a 
quota, practically we lived through the quota situation through the 
war, and it is a very wicked weapon because it cannot be reasonably 
applied. 

Who gets the benefit of a quota total? Which particular guy gets a 
franchise to build a television station is the problem I hear talked 
about in Washington. 

It happens every day if you have a quota system to deal with. Who 
gets the benefit of that quota? Who abroad gets the benefit of ship- 
ping the goods under that quota ? 

It is a thing which is attractive in theory and, in the judgment of 
the people who have studied it a great deal, is absolutely unworkable 
in practice. 

The Philadelphia Chamber of Commerce, and I think all major 
merchandising groups, oppose the quota principle. 

Now, I hope, Mr. Chairman and gentlemen of this great committee, 
that perhaps as never before in the consideration of the reciprocal 
trade legislation, this committee should look at the interest of the 
people as a whole as against that of a limited group. 

I find myself in a good deal of sympathy with the legislation before 
the Congress today to deal with these distress situations when they 
are real distress situations, to deal with them on a temporary basis, to 
provide the readjustment which a community and an industry and 
a company may be thoroughly entitled to, but not to continue to pro- 
vide that crutch forever as the tariff has the effect of doing. 

We have over the last years 45 cities in the United States who have 
some kind of readjustment problem, perhaps as the result of losing 
a predominant company. Altoona, Pa., was a great example of that 
when the diesel engine superseded the steam locomotive. ‘Those com- 
munities have to go through some kind of readjustment procedure to 
enable them to take on other activities. 

That is not something in my judgment to feel bad about. That is 
something that has characterized American development from the 
very beginning, the fact that we are mobile. 


NS 
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I think the Government has a duty if it has raised the tariff to a 
point where a community is adversely affected; I think that the 
Government has got some kind of duty to provide some temporary 


help. 

rt suggest that it will not be nearly as serious because if you go 
back to the testimony, Mr. Chairman, in 1955, 1952, every year, this 
language has been about the same. 

We are going to have a terrible time if you extend the Reciprocal 
Trade Agreements Act. Now we are better off than we ever were 
and most of these fears are like those of the ghosts in the houses that 
are actually not built. They are real fears at the moment. 

It is up to this committee, as I see it, to be that force which looks 
at the national interest as against the local interest. And the Cham- 
ber of Commerce of Philadelphia thinks it speaks to you from a very 
large segment of the national interest. 

Thank you very much. 

The Cuarmman. Mr. Batt, we thank you, sir, for a very interesting 

resentation of the views of the Chamber of Commerce of Greater 
hiladelphia. 

Mr. Curtis ? 

Mr. Curtis. You ask a question on page 4: 

In this economic war can the Congress do less than give the President all 
the power he needs to combat an enemy on every front—economic as well as 
military? 

My answer is quick. We can afford not to because militarily the 
President is Commander in Chief. Essentially our economy is run 
by the private enterprise system and I suggest we do not want to 
switch that over into governmental channels. 

Mr. Barr. I would not suggest that for a moment, Mr. Curtis. 

Mr. Curtis. All I can say 1s that the analogy or figure of speech 
you have used is very unfortunate because there is no such thing as 
a private sector above the Military Establishment. That is govern- 
mental. Still, this country is essentially a private enterprise system 
and not run by the Federal Government. 

Mr. Barr. Of course, Mr. Curtis, this statement is like a great many 
others; you have to look at the whole page. 

Mr. Curtis. The thing that has disturbed me very much in some 
of this competition that we have abroad, for instance, with cartels, 
is this sable we are experiencing in this country today of getting 
enough money channeled into research and development, particularly 
in the basic sciences. 

It is very true that the cartel system can channel money into re- 
search and development, even into basic science, because they can 
protect themselves in a way that our people cannot. 

To me that is the real problem in the chemical industry more than 
anything else. They have found under our patent laws—this is my 
own theory, I might say—that they cannot adequately protect the 
investment in research and development. 

I would further suggest that we look a little deeper into the Swiss 
watch case instead of ending up with epithets thrown from one side 
to another. We would find that one of the basic problems there is 
that the Swiss, having a cartel, Switzerland can invest heavily and 
does invest heavily in research and development even in basic research 
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to the extent that they establish courses and chairs in the science of 
horology which under our antitrust laws and so forth apparently we 
are unable to do. 

Mr. Barr. I think the cartel system has hurt Europe much more 
than it has hurt us. 

Mr. Curtis. Yes; but when we fail to recognize that we are throw- 
ing our people up against them, particularly in this time of great need 
for research and development, I think that we need to look into these 
things a little bit longer. There has been too great a tendency to ac- 
cuse those who might want what they think is protection, of being 
selfish, and not concerned about the world situation instead of digging 
into it and finding out what the real problem is. 

I think in the chemical industry if you dig into the real problem 
you will find it is in this area of being able to invest enough money in 
research and development. I thought you might be a good person to 
pose this to. 

Mr. Barr. Mr. Chairman, may I comment? This is a very im- 
portant point. 

You know a good many of the things on which we have made an 
enormous amount of money have been developed in Europe because 
they have a natural flair for basic science. 

Mr. Curtis. I disagree. I think what they have is a system that has 
permitted them to develop it and it is about time we looked into it to 
find out why our society does not do something similar. 

Mr. Barr. They have a natural flair for basic science. They are 
patient. They are very thorough. They love to split a hair vertically 
and then horizontally. 

We, on the other hand, have grown so fast, our education has been in 
the field of applied science much more than in the field of basic science. 
We have in this great land-grant educational system of ours developed 
applied people. We take these basic developments of Europe, we 
bring them over here; we expand them enormously for the benefit of 
everybody and we make a lot of money out of doing it. 

By and large, I have said many times if we had one world, you had 
better let the Europeans concentrate on basic science and let us de- 
velop those things for popular consumption. 

The CuarrmMan. We thank you, sir, for coming to the committee and 
giving us the benefit of your views. 

Mr. Barr. Thank you, Mr. Mills. 

The Cuarrman. That concludes the calendar for today. Without 
objection the committee is adjourned until 10 o’clock tomorrow. 

(Thereupon, at 1 p. m., the committee was recessed, to reconvene at 
10 a. m., Thursday, March 20, 1958.) 
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THURSDAY, MARCH 20, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The Cuatrrman. The committee will please come to order. 

The committee is honored this morning to have as our first witness 
the Honorable Price Daniel, Governor of the State of Texas, to be 
followed by the Honorable M. L. Simpson, Governor of the State of 
Wyoming. Immediately following the statements of these two very 
eminent governors, I ask unanimous consent to include in the record 
telegrams and other messages which we have received from the Gov- 
ernors of the States of Georgia, Louisiana, Missouri, Washington, 
Illinois, New Mexico, North Dakota, Oregon, Utah, and Montana, 
and also a telegram that we have received from our former colleague 
from the State of Oklahoma, Mr. Wickersham. 

Is there objection to the inclusion of these communications imme- 
diately following the statements of the governors ? 

Mr. Mason. May I ask, Mr. Chairman, what is the tenor of these? 
Are they on reciprocal trade ? 

The Cuatrman. Yes; they are on reciprocal trade and the subject 
of oil imports. 

Is there objection ? 

The Chair hears none. They will be inserted in the record immedi- 
ately following the statements of the governors. 

The Chair understands, also, that the Honorable Raymond Gary, 
Governor of the State of Oklahoma, is scheduled to be our third wit- 
ness this morning. But, because of weather conditions, he did not 
arrive in the city of Washington. However, he will be here, perhaps, 
to testify tomorrow. 

Mr. Ikard is recognized. 

Mr. Ixarp. There is nothing much that I can add, Mr. Chairman, 
to what you said, other than to say that our distinguished Governor, 
Price Daniel, is well known to this committee principally on account 
of his very fine service in the Senate. He is familiar with this general 
program, having been in the Senate when the bill was last extended, 
and having been very active in the other body at that time. 

I would just like to join you, Mr. Chairman, in welcoming Governor 
Daniel and Governor Simpson here this morning. 

The CuarrMan. All of us are pleased to have both Governor Daniel 
and Governor Simpson with us this morning. We do quite well 
recall the Governor of Texas’ previous experience in the other body. 

Governor Daniel, you are recognized, sir. 
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STATEMENT OF GOVERNOR PRICE DANIEL, OF TEXAS 


Governor Danrex. Thank you very much, Mr. Chairman and mem- 
bers of the committee. I appreciate the opportunity to appear before 
you today. 

Neither Governor Simpson nor I take any responsibility for this 
weather. 

I appear before you today in support of pending amendments which 
would impose mandatory limitations on imports of foreign crude oil 
and products so that they shall not exceed the ratio which existed be- 
tween petroleum imports and domestic oil production in 1954. As 
you know, this was the ratio which the President’s Cabinet Committee 
on Energy Supplies and Resources Policy found to be the maximum 
above which the Nation’s security would be endangered. 

As Governor of Texas, I appear, of course, in behalf of my State, but 
I firmly believe that what I advocate is in the best interests of the 
Nation. 

Having served in the Congress as a member of the Senate, I realize 
that your primary concern is the effect of this legislation on the welfare 
and security of all of the people of the United States, and it is with 
this in mind that I present these remarks. 

After careful study of petroleum imports in 1955, the Cabinet Com- 
mittee reported as follows: 

The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore to 
the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and discovery 
of new sources of supply. 

In view of the foregoing, the committee concludes that in the interest of 
national defense imports should be kept in the balance recommended above. * * * 

The committee recommends, however, that if in the future the imports of crude 
oil and residual fuel oils exceed significantly the respective proportions that 
such imported oils bore to domestic production of crude oil in 1954, appropriate 
action should be taken. 

Mr. Chairman, I would like this entire statement to go in the record, 
although I may not read all of it. 

The Cuatrman. Without objection, the entire statement will appear 
in the record, plus the appendixes to it. 

Governor Danret. Mr. Chairman and members of the committee, 
right at this point I want to call your special attention to the fact that 
the President’s Cabinet Committee report spoke not only of crude 
oil imports endangering the national security, but also residual fuel 
oils or crude products, and I will show you in a minute why I am calling 
your special attention to the fact at this point. 

Both crude oil and the products were included in the report of the 
President’s Cabinet Committee, which said that if they exceeded 
significantly the 1954 ratio the national security would be en- 
dangered. 

Soon after the time this report was published, foreign oil imports 
were substantially exceeding the 1954 ratio, This in spite of repeated 
requests from the administration that importing companies practice 
industrial statesmanship and voluntarily reduce their imports in 
the interest of the national welfare. : 
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For more than a year I had been one of those who hoped that oil 
imports would be reduced by the importers themselves, all of whom are 
American concerns, without the necessity of governmental interven- 
tion. Some of the companies made efforts in this direction, but the 
majority did not. Many of us who had patiently waited in vain for 
industrial statesmanship to solve this problem faced the fact that it 
could not or would not be done. 

As T have outlined on page 2 of my statement, I joined with Senator 
Matthew Neely and 14 other Senators in a proposed mandatory restric- 
tion as an amendment to the Reciprocal Trade Agreements Act when 
the extension was up in 1955. Our proposal would have limited the 
fuel oils and crude oil imports to 10 percent of the total domestic 
demand. We had considerable support in the House and the Senate 
for this mandatory restriction. However, as you well know, an 
agreement was worked out in the Senate with the administration 
leaders, by which the present so-called national defense amendment 
was adopted in the Senate and approved by the House and is now 
part of the Reciprocal Trade Agreements Act. The committee is 
familiar with it, and I shall not read it. But it does give to the 
President the power to limit the importation of any oil so as not to 
have the national security endangered. 

With a finding already made that petroleum imports above the 
1954 ratio would impair the national security, we had every reason to 
helieve that they would be limited under this authority. The debates 
in the Senate and the subsequent action of the House clearly show 
that this was the intention of the Congress. On the Senate floor this 
intention was expressed by members of the Finance Committee without 
dissent. 

I would like to read just a few paragraphs that I have here in my 
statement from Senator Frank Carlson, a member of the committee, 
in his discussion on the Senate floor. Senator Carlson said: 

* * * The Senate Finance Committee, in approving H. R. 1, specifically 
recognized the problem and inserted in its report a portion of the report of the 
President’s Advisory Committee on Energy Supplies and Resources which had 
been submitted by the White House * * * 

* * * T supported the proposal adopted by the committee because I was assured 
by those in the administration responsible for the administration of the trade 
agreements program that if such amendment were adopted by the committee 
and by Congress, action would immediately follow, and that imports of petroleum 
and its products would be definitely restricted. 

I was further assured that such restriction would be based upon the study 
previously made, to which reference was made by the committee; that the basis 
of the limitation would be in accordance with the recommendation of that study. 
This study indicated the necessity of limiting imports of petroleum and its 
products to an amount and in the relative position of the imports of petroleum 
in 1954 as related to domestic production of crude oil in 1954 * * * 

Since the report of the Finance Committee, I have further explored this situa- 
tion with administrative agencies charged with the responsibility for the appli- 
eation of this program, and I can say to the Senate that again I have complete 
assurance of compliance of these agencies with the direction set forth in that 


amendment * * * 

Mr. Chairman, I have set out here at length other statements from 
Senator Carlson and the colloquy in which Senator Carison and I 
engaged while I was a Member of the Senate, on the subject; and 
also statements by Senator Millikin, in which it was made amply clear, 
when this national defense amendment was adopted by the Senate 
Finance Committee and then by the Senate, that we were assured 
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definitely that the administration would apply the limitations recom- 
mended by the President’s Cabinet Committee. That would be the 
standard as far as oil and petroleum products were concerned, and 
I think that is very important now because it seems to me that that 
was a definite congressional mandate. 

The intention of Congress was clear and the administration has 
simply failed to carry out the mandate of the Congress in limiting 
oil imports to the 1954 ratio. 

I assume that in the House this amendment was well known because 
there were several proposals in the House for mandatory limitations 
on petroleum imports, and the House did approve the conference 
committee report in which this new national defense amendment was 
contained. 

In spite of the many assurances given, the administration took no 
official action under section 7 (b) of the law until July 29, 1957. In 
the meantime, petroleum imports were increasing from 1,052,000 bar- 
rels daily in 1954, to 1,248,800 in 1955, to 1,436, 000 barrels daily in 
1956, to 1,526,000 barrels daily in 1957. 

Members of the committee, so far this year it would appear that if 
the imports continue there will be over 1,700,000 barrels imported into 
this country this year at the present rate. This year oil imports are 
averaging 447,000 barrels daily j in excess of the 1954 ratio and in ex- 
cess of what the President’s Cabinet Committee found would i impair 
the national security. 

In 1955 imports were 43,149,000 barrels in excess of the 1954 ratio; 
in 1956 they were 87,570,000 barrels in excess; and in 1957 they were 
122,491,000 barrels in excess of what they would have been if the 1954 
ratio had been applied. 

At a price of $3 per barrel, the United States economy lost $129,- 
447,000 in oil sales in 1955; $262,710,000 in 1956; and $367,473,000 in 
1957. The total loss in sales in the period was about $759,630,000, 
and that is only from the petroleum products that were imported in 
excess of the 1954 ratio. 

Percentagewise, under the 1954 ratio recommended by the Cabinet 
Committee, petroleum imports reached a volume equivalent to 16.6 
percent of domestic oil production; instead of staying with the 16.6 
percentage, oil mports rose to 19.6 percent of the domestic produc- 
tion in 1955, 21.1 percent in 1956, and 21.4 percent in 1957, and ac- 
cording to our most recent figures, the imports for this year are run- 
ning ¢ about 24 percent of the domestic production. 

In spite of this terrific economic hardship in all the oil-producing 
States and the continued threat to our national security, nothing had 
been done except issue more appeals for industrial statesmanship 
during the 2 years which elapsed between adoption of the 1955 na- 
tional defense amendment and the annual governors’ conference in 
June of 1957. At this conference in Williamsburg, Va., on June 24, 
32 governors joined in the following telegram to President Eisen- 
hower, urging immediate action. This teleor: am stated : 

Because foreign oil imports are far in excess of the 1954 ratio above which 
your Cabinet Committee on Fuels Policy found that the security of the Nation 
would be endangered and because these excessive imports are seriously damaging 
the conservation and taxation programs of many of our States and causing 


curtailment in exploration and development of new domestic reserves essential 
to the economy and security of the Nation, we the undersigned governors urge 
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your prompt action under the Reciprocal Trade Act to limit oil imports to the 
1954 ratio. 

The names of the governors and their States are here in my state- 
ment. 

(The above-mentioned governors are listed on p. 2419.) 

On June 26 the President established a special committee to in- 
vestigate, and it found that the national security was being threatened 
and recommended a voluntary program of restriction. It went into 
effect on July 29, 1957. It has been the charge of a very able and 
capable administrator, Capt. Matthew V. Carson, Jr., who has done 
the best that anyone could do with an unenforceable voluntary pro- 
gram. In spite of his efforts, the program has failed to carry out 
the mandate of the Congress. It has failed to limit petroleum im- 
ports to the 1954 ratio. ‘There are several reasons for this failure: 

1. The program has been applied only to imports of crude oil and 
does not include crude products, residual fuel oil, or any other fuel 
oil products as recommended by the Cabinet Committee. This per- 
mits evasion of the ee by processing the crude in foreign lands 
before importation, thus further damaging the economy and adding 
to unemployment in this country. 

This first point here that I have listed as responsible for the failure 
of this voluntary program is most important and you can get all types 
of figures cited as to how this voluntary program is working. 
they take just the crude oil, even crude oil itself is far above the 
1954 ratio. But, leaving out oil products, of course, they can make 
the situation look a lot better. 

I want to call your attention again to the fact that the President’s 
Cabinet Committee in 1955 included residual fuel oil, the main prod- 
uct which is being imported, along with crude oil in recommending 
that the ratio imported in 1954 should not be exceeded else the na- 
tional security would be impaired. 

The second reason is that the 1954 ratio has never been strictly fol- 
lowed in assigning total import quotas. Instead of doing that, the 
voluntary program has followed the direction set up by the Petroleum 
Administration in World War II and they did not apply the re- 
strictions at all to the west coast. 

As I will point out here as a third reason, the west coast originally 
was exempt from the program. It was not included until January 
of this year. 

If you will look at the reports that have been submitted by Captain 
Carson, you will note they haste that never, even from the first day, was 
there strict application of the 1954 ratio. It was exceeded and has 
been by the voluntary program which was allowed and has been 
exceeded ever since. 

I would like to say this to you about the 1954 import situation. 
I strongly opposed using that as the peril point when I was a Member 
of the Senate because in 1954 oil imports into this country were at an 
alltime high. They had come into the country much in excess of the 
needs of our Nation. Our domestic production had been cut back. 
Texas had an average in 1954 of 16 producing days. In other words, 
out of the 30 days our Conservation Commission found it necessary in 
1954 to cut us back to 16 producing days, and with oil imports at an 
alltime high, to use 1954 as the ratio by which we should abide in the 
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future was using a pretty damaging year as far as the oil industry is 
concerned. 

So I just want to call your attention to the fact that what the 
President’s Cabinet Committee did in saying that imports in excess 
of the 1954 level will endanger the security of the country was neg- 
lect to say that even going that high is going to damage the domestic 
economy and the oil business. 

If you, by congressional action, say to the administration you must 
limit these imports to the 1954 ratio, you are saving the industry from 
destruction and saving the n: itional security from being damaged 
worse than it would otherwise be. In other w ords, it is a “peril point 
when you use 1954, 

T hinking, as we must, about the national security, we certainly insist 
that the ratio of imports at least should be cut back to that alltime 
high year. 

The fourth reason that this program has failed, in my opinion, is 
that several importers have neglected or refused to comply with the 
program, and apparently they cannot be forced to do so unless the 
entire program becomes mandatory andenforcible. At least, they are 
not being required to comply. 

Members of the committee, some of the importers have acted like 
they might comply, but then they have done nothing about it. As 
one example, for instance, Mr. J. Paul Getty and his Tidewater Oil 
Co. have just disregarded the policies of the United States in this 
voluntary program. They brought in twice as much as they were 
told they should, and they are continuing to bring in twice as many 
petroleum imports as they should bring in, considering the national 
security. You know yourselves that as long as you have Tidewater 
and a few more of these companies paying no attenion to this volun- 
tary program the other importers are not long going to see their com- 
petitors violating the voluntary program and they themselves con- 
tinue to follow it. 

In my opinion, the fact that they cannot or have not made this 
program mandatory certainly means that it will not and cannot work 
as it now is. The result is that total imports have increased well in 
excess of the national security ratio since the voluntary program went 
into effect. 

Instead of decreasing, imports have increased during the first 614 
months of the voluntary quota program about 9 percent over the cor- 
responding period of the preceding year while domestic production 
was forced to be cut an average of 367,000 barrels a day. Instead of 
the 1954 ratio of 16.6 percent of domestic production, we now have an 
import ratio of approximately 24 percent. This is 50 percent higher 
than the recommendation by the Cabinet Committee and the mandate 
of Congress. 

I point out again I am taking into consideration all petroleum 
imports, not just crude oil imports, in these figures. 

We now know that a voluntary program simply will not work. 
Although the President has the authority under the national defense 
amendment to invoke mandatory restrictions, and has been urgently 
requested so to do, the President thus far has failed to do so. That 
is why we must ask Congress to act in order to carry out its mandate 
of 1955 and thereby save this domestic industry from destruction and 
protect the security of the Nation. 
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This matter is just that urgent and important. Nothing has con- 
tributed more to the present recession in the oil-producing States 
than excessive oil imports, and I remind you there are over 30 oil- 
producing States today. In about half of the States of the Nation 
the oil industry is very important in the economy, cretainly the out- 
standing revenue producer as far as minerals are concerned. 

As stated, each time I refer in these remarks to oil imports I mean 
and include crude oil and crude products, because they must be dealt 
with together in any successful restriction of imports. 

A high official said last week that he was sure the general busi- 
ness recession had contributed to the reduced manufacture and sales 
of crude products in the United States. This is like the old question 
of which comes first, the hen or the egg. I am certain that con- 
tinually increasing foreign oil imports throughout the last 5 years 
have contributed toward unemployment, decreased buying power, 
loss of tax resources, and general decline of business more than any 
other factor in the oil-producing States, and, of course, it has had its 
effect in other States which sell us manufactured goods and other 
products and commodities. 

Under normal conditions, over 132,000 people are directly employed 
in the production of oil in this country and many thousands more are 
employed in related businesses. Domestic oil refineries, which nor- 
mally employ more than 132,700, are now cutting back their output 
and laying off thousands of their employees. 

We have been forced to cut oil production in Texas to 9 days per 
month while foreign oil continues to take our markets. The producers 
of no commodity can live long on 9 days per month. At least $114 
million is being lost to the Texas economy every day due to produc- 
tion cutbacks forced by foreign oil imports, and that is a very conserva- 
tive figure. 

This matter has become so serious that I appointed a commission 
to conduct hearings on the effect of excessive oil imports on the 
economy of Texas, and I have here its preliminary report and ask 
that the entire report be included in your record at the conclusion 
of my remarks. 

The Cuarrman. Without objection, it will be included. 

Governor Danret. Mr. Chairman, this is only a preliminary re- 
port. It supports what I have said and will say to you in my remarks 
today. 

I want to call special attention to several findings that have been 
made in this report, which was handed me as I left 'exas yesterday. 

This commission, made up of not only oilmen but of bankers and 
lawyers and merchants, found that our drilling in Texas was down 
8.7 percent in 1957 over 1956, and it was down in 1956 9.8 percent 
over the previous year. 

A study by the West Texas Chamber of Commerce shows that 
drilling in some of the most promising regions in that area of the 
State is down 34 percent. 

We have about 300 rigs stacked, or nearly a third of the rigs in 
the entire State, employing at least 6,000 people. It just gives you 
some idea of how this situation has reduced the search for new re- 
serves. This is where your national security is involved. We must 
have a healthy industry, one in which there will be an incentive to 
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go out and search for new reserves in our own country, because we 
cannot depend on foreign oil in times of emergency. 

Another thing that is pointed out in this sais is the overall finan- 
cial picture of the State. The committee s says 

Testimony strongly indicates that this loss of market has contributed to 
and aggravated the current national recession rather than being a result of 
the general downward trend in business activity. Reduced drilling, produc- 
tion, transportation, and refining of crude oil in Texas has shown marked effect 
on employment. In some sections of Texas where oil constitutes a primary 
source of employment, unemployment has risen 17 percent. The Texas Em- 
ployment Commission states that there is a marked increase of oil-field workers 
filing claims for unemployment insurance. Proportionate unemployment is 
evidenced in the refining segment of the industry. As a direct result of reduced 
drilling activity, unemployment has risen in allied industries such as steel 
tubular goods manufacturing. 

For instance, Mr. Chairman, only last week or the week before the 
Lone Star Steel Co. in Texas laid off 1,500 of its 4,500 employees, and 
the president of the company stated that the reason was that there was 
not any use for the steel tubular goods being manufactured due to the 
decrease in drilling activities in ‘the State, all of which he said was 
due to the excessive imports which have been building up of foreign 
petroleum products. 

I certainly think he is correct as to the cause. 

This commission further points out the great amount of State 
revenues that we are losing in our State because of the reduced pro- 
duction of crude. Our State comptroller estimates that the loss in 
State taxes will total at least $20 million during the coming 18 months. 
Similar reductions are being experienced in revenues of cities, coun- 
ties, and school districts whose tax structures are based largely on oil 
properties. 

Oil pays 46 percent of the school cost in our State, and you can 
see what a reduction to 9 producing days amounts to in Texas. 

I told you a moment ago that back in 1954 we had an average of 16 
producing days in our State. You can see what has happened since 
1954. We have had to cut our producing days nearly in half. We 
are down to 9 days at this time while imports have not been restricted 
a bit to take care of this market demand situation. We are bearing 
the brunt of it domestically, and we want you to know that I am not 
here crying wolf to you today. I am sure Governor Simpson will tell 
vou the same thing. This is a situation which is dangerous to the 
economy of our States and to the people of our States and to the na- 
tional security. 

I do not suppose I should be continually emphasizing that because 
you have the President’s Cabinet Committee itself on record, unani- 
mously saying that as far as the national sec urity is concerned. 

The economy of the oil-producing States is a vital part of the econ- 
omy of the Nation, and I think it is high time that our country think 
as much about its own domestic economy as it does about the economy 
of the Mideastern countries which are flooding us with oil produced 
with cheap labor and without restrictions geared to market demands. 

My feeling is it will do no good for us to help save the economy of 
some of our fr iendly nations if in doing so we damage the economy of 
our own country. 

Either the wages and living standards of our own people will be 
lowered to that of foreign lands or we must give adequate protection 
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to the production of our own commodities. The economic strength of 
our Nation is just as important as our military strength. They are 
closely related, of course. Both are endangered by excessive oil im- 
ports. ; sok : 

The security of this country requires a healthy oil industry with 
adequate reserves to defend itself without depending on foreign oil. 
You know the record during World War II. ‘Two-thirds or three- 
fourths—I forget the exact figure, but certainly at least. two-thirds— 
of all of our commodities put into that war were fuel oils or oil prod- 
ucts. We have to rely on them. The Suez conflict demonstrated how 
quickly we can be cut off from foreign oil in time of war. One of the 
worst fates that could befall the United States defensively would be te 
become dependent on foreign oil for future emergencies. Yet that 
is what is sure to happen if the incentive to find new reserves in this 
country is destroyed by lack of markets in time of peace. 

The "present situation discourages exploration for new reserves. 
Who wants to take the risk to find a well which can be produced only 
9 days per month? No one can afford to risk a million dollars wild. 
catting for new oil fields if he cannot expect to produce at a rate 
necessary to return the cost of his investment. Most wildcatters ac- 
tually operate on borrowed capital, and they cannot get loans on to- 
day’s markets. 

Prior to 1957 the amount of petroleum reserves in the United States 
had increased through the years as a result of wildcatting accom- 
plished mostly by the independent oil men, but in 1957 wildcat drilling 
was 9.8 percent below that which took place in 1956. It was reported 
recently in the Wall Street Journal that drilling is lower today than 
at any time during the last 8 years. Last week it was reported by 
the American Petroleum Institute that the domestic oil reserves de- 
creased 349 million barrels in 1957. I am sure those figures have been 
called to your attention already. With decreased incentives, newly 
discovered reserves were 349 million barrels less than the domestic 
production in 1957. Thus the Nation had to dip into its backlog of 
proved reserves for the first time since the abnormal war year of 1943. 

Some have argued that we should use the foreign oil now and save 
our own for the future. That might work if we knew where all the oil 
in this country is located so we could use it whenever an emergency 
came and if our domestic industry and its thousands of employees 
could go without their livelihood for several years on end. Neither of 
these conditions is possible. All of the oil in this country has not been 
discovered. The search for new reserves must continue, and it can and 
will continue only if there is a healthy and profitable industry. 

Excessive imports are having their most disastrous effect on small 
independents Ses production has reached the stripped stage. Here 
the application of secondary recovery methods is the only way in 
which peowenieee can be maintained, and then only at great cost. 

Members of the committee, I am referring now to the men who own 
three-fourths of the Nation’s producing oil wells. Over 358,000 of our 
wells are in this stripper category. Each produces 5 or less barrels 
per day, but in the aggregate they account for one-fourth of the Na- 
tion’s total production and about one-fourth of the known reserves in 
this country. These wells and these reserves had just as well be 
marked off as total losses if they have to compete without protection 
from excessive foreign imports. 
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In the recovery of primary reserves prior to the recent discoveries 
which give hope of recovering most of the oil in place, it was not un- 
common to produce only 20 percent of the oil in the ground. Second- 
ary recovery practices presently in use can bring to the surface ap- 
proximately 80 percent of the remaining oil, none of which could os 
recovered under the methods used when these fields were first dis- 
covered. The tremendous cost of this secondary recovery of oil, which 
would otherwise never be brought to the surface, makes it especially 
vulnerable to low-cost foreign import production. The incentives 
which must be available for the continuation of these secondary re- 
covery practices are lost when that oil is placed in competition with 
uncontrolled foreign importation. 

I hope that I have made this point clear because I think it is one 
of the most important before us. 

Of these reserves, about a fourth in the country cannot be produced 
if we have to shut them down and drill them over again. They are 
going to be total losses. The engineers have pointed out that this 
oil cannot be sold and if the operation must be discontinued it will 
be impossible ever to produce this oil, or the cost to gain the secondary 
recovery operation will be prohibitive, and these small wells cer- 
tainly cannot continue their production in competition with these 
excessive imports. 

Some people worry about our conservation practices actually re- 
sulting in prices being kept in line. If we did not have the present 
prices we have for crude oil in this country, that would be the last 
straw and would certainly run all of these independents out of busi- 
ness. It would be a great day for the major oil companies, who con- 
trol 90 percent of all the foreign oil imported into this country, be- 
cause they can certainly takeover what is left of the independents 
in a hurry. 

If we keep our domestic production and our imports in line with 
market demands and hence prevent excessive waste from above- 
ground storage, I say to you, if that does result in keeping a fair 
price of the product, a price at which a fourth of our reserves can 
be recovered by this expensive method, that, I think, is a good thing 
for our country. And not just for those who are producing the oil. 
As a matter of fact, this Government will be collecting a good amount 
of taxes from this production, and certainly I think the figures that 
have been put before your committee will show that the oil produced 
in our own country and the prices paid are not excessive at all. We 
do not find any cheaper products in the other countries of the world 
where, through a labor situation where the employers pay people a 
lot less for labor, they are able to produce the oil cheaper. 

In Texas our conservation statutes require a restriction of domestic 
production in line with market demand to prevent waste from exces- 
sive above-ground storage. It was in carrying out the provisions of 
our statutes that the Texas Railroad Commission found it necessary 
to reduce our production to 9 days per month. 

This is a very peculiar situation. Texas and the other oil-produc- 
ing States, in order to prevent the waste of one of this Nation’s great- 
est natural resources, are continually cutting back production in order 
to reduce excessive above-ground stocks. At the same time, the im- 
porters of foreign oil are continually increasing their importations 
and thereby increasing the stocks which we are trying to reduce. 
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In the past 5 years oil production in the United States has increased 
only 5.6 percent. Production in Texas has actually decreased by 2.5 
percent—further evidence that our State is bearing the brunt of the 
domestic production cutbacks. 

Compared with our Nation’s increase of 5.6 percent, production in 
Canada has increased 92.8 percent, production in Venezuela has in- 
creased 46.8 percent, and production in the Middle East has increased 
52.4 percent. 

In our country this conservation program must be continued if 
our domestic production is to be strong enough to meet the demands 
of national defense as it did in two world wars. Today its effective- 
ness is being destroyed by excessive imports. It is not fair to expect 
States to bear the load of cutting production without placing a sim- 
ilar burden upon the importers of foreign oil. If this is not done 
in the same mandatory and enforcible way that the States restrict 
domestic production, the entire oil-conservation program of this coun- 
try wil be destroyed. I think there is no room for argument about 
it. You simply cannot by law restrict our own people in their pro- 
duction to try to stay in line with market dndel and leave the gate 
wide open for the foreign oil importers to come in with whatever 
they want to bring into this country. 

There is no legal restriction on most of the foreign oil production— 
that is, how many days they can produce a month—and none whatever 
on foreign oil imports. Wells in the Middle East run as high as 
6,000 barrels of oil daily while the average well production in Texas 
is only 19 barrels. Foreign wells, owned mostly by a few major 
American companies, produce oil every day, while in Texas, the 
Jargest producing State in our own country, production is shut down 
to 9 days per month. 

Is it fair to the conservation program of the States to have it dom- 
inated and ruined by foreign imports? Shouldn’t there be some legal 
means of keeping imports in balance with domestic production and 
domestic market demand? Domestic producers are restricted as to 
the amount of oil they can place on the American market and are con- 
victed of a Federal offense if they take in excess of that limit over 
the State line. 

There certainly should be some type of restriction on foreign oil 
importers. They should not be allowed to flood the market and cause 
even further restriction of domestic production. Today foreign im- 
ports are determining the amount of production to be permitted from 
domestic wells, and 5 large American-owned companies and 1 foreign 
firm control over 90 percent of the oil imported into this country. 
They and their desire for big profits should not be permitted to destroy 
the conservation, economy, and security of our Nation. 

Members of the committee, I charge here today that is exactly what 
they are doing when they are bringing in imports in excess of the 
1954 ratio. You have a serious situation as far as our consumers are 
concerned in this country. These companies which control the oil 
being imported into our country would have the biggest monopoly 
established that our country has ever known if they continue this 
pee and if we do not have mandatory controls imposed upon them, 

ecause they will not only be in a position to control the foreign oil 
being imported into the country but they will be controlling all the 
domestic oil in this country because, as I have already pointed out, 
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independents will have to be sold out. We have had other periods 
like that in the history of our country and many of them have sold 
out. They are back in business, or they were here a few years ago. 
Although they are declining now, it will be much more than that if we 
have a continual cutback on domestic production due to foreign oil 
imports. 

In 1955 the Congress expressed its intention that the President 
should use the national defense amendment to limit petroleum im- 
ports to the 1954 ratio as recommended by his own Cabinet Commit- 
tee. In conclusion, I want to say that this mandate has not been 
carried out. According to the findings of his own Cabinet Commit- 
tee and his Special Committee To Investigate Oil Imports, the na- 
tional security is being threatened. Therefore, I strongly urge that 
this committee approve any one of the pending amendments imposing 
mandatory limitations on petroleum imports in accordance with the 
1954 ratio between petroleum imports and domestic oil production. 

I have here attached to my statement a chart which shows petroleum 
imports and a comparison between actual level and the 1954 ratio, the 
1954 ratio being the broken line, and the actual imports being the 
straight line. You will see how much the actual imports of petroleum 
products have exceeded what the 1954 ratio should have been. They 
make the difference that we are having to cut back now in our 
various States. 

(The material referred to follows: ) 


STATEMENT OF Gov. PRICE DANIEL, OF TEXAS 


Mr. Chairman and members of the committee, I appear before you today in 
support of pending amendments which would impose mandatory limitations on 
imports of foreign crude oil and products, so that they shall not exceed the ratio 
which existed between petroleum imports and domestic oil production in 1954. 
As you know, this was the ratio which the President’s Cabinet Committee on 
Energy Supplies and Resources Policy found to be the maximum above which 
the Nation’s security would be endangered. 

As Governor of Texas, I appear, of course, in behalf of my State, but I firmly 
believe that what I advocate is in the best interests of the Nation. Having 
served in the Congress as a Member of the Senate, I realize that your primary 
concern is the effect of this legislation on the welfare and security of all of the 
people of the United States, and it is with this in mind that I present these 
remarks. 

After careful study of petroleum imports in 1955, the Cabinet Committee re- 
ported as follows: 

“The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore 
to the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and discovery 
of new sources of supply. 

“In view of the foregoing, the committee concludes that in the interest of na- 
tional defense imports should be kept in the balance recommended above * * *. 

“The Committee recommends, however, that if in the future the imports of 
crude oil and residual fuel oils exceed significantly the respective proportions 
that such imported oils bore to domestic production of crude oil in 1954, appro- 
priate action should be taken.” 

Soon after the time this report was published, foreign oil imports were sub- 
stantially exceeding the 1954 ratio. This, in spite of repeated requests from the 
administration that importing companies practice industrial statesmanship and 
voluntarily reduce their imports in the interest of the national welfare. For 
more than a year, I had been one of those who hoped that oil imports would be re- 
duced by the importers themselves, all of whom are American concerns, without 
the necessity of governmental intervention. Some of the companies made efforts 
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in this direction, but the majority did not. Many of us who had patiently waited 
in vain for “industrial statesmanship” to soive this problem faced the fact that 
it could not or would not be done. 

Ag,a Member of the Senate, I joined Senator Matthew Neely and 14 other 
Senators in a proposed mandatory restriction as an amendment to the Reciprocal 
Trade Agreements Act. This was in the 1st session of the 84th Congress. Our 
amendment would have limited foreign oil imports to 10 percent of the total 
domestic demand. A substitute for the Neely amendment, applicable to all 
products essential to the national security, was agreed upon and adopted in the 
Senate and approved by the House. This was only after administration leaders 
gave assurances that this amendment could and would be used to limit oil im- 
ports to the 1954 ratio as recommended by the Cabinet Committee. The amend- 
ment, known as the National Defense Amendment and now a part of the Re- 
ciprocal Trade Agreements Act, provided : 

‘“* * * Whenever the Director of the Office of Defense Mobilization has reason 
to believe that any article is being imported into the United States in such quanti- 
ties as to threaten to impair the national security, he shall so advise the Presi- 
dent, and if the President agrees that there is reason for such belief, the Presi- 
dent shall cause an immediate investigation to be made to determine the facts. 
If, on the basis of such investigation, and the report to him of the findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall take such action as he deems necessary to adjust the im- 
ports of such article to a level that will not threaten to impair the national 
security.” 

With a finding already made that petroleum imports above the 1954 ratio 
would impair the national security, we had every reason to believe that they 
would be limited under this authority. The debates in the Senate and the sub- 
sequent action of the House clearly show that this was the intention of the 
Congress. On the Senate floor this intention was expressed by members of 
the Finance Committee without dissent. Senator Carlson said: 

“* * * The Senate Finance Committee, in approving H. R. 1, specifically 
recognized the problem and inserted in its report a portion of the report of the 
President’s Advisory Committee on Energy Supplies and Resources which had 
been submitted by the White House * * *. 

“* * * T supported the proposal adopted by the committee because I was 
assured by those in the administration responsible for the administration of the 
trade agreements program that if such amendment were adopted by the com- 
mittee and by Congress, action would immediately follow, and that imports of 
petroleum and its products would be definitely restricted. 

“T was further assured that such restriction would be based upon the study 
previously made, to which reference was made by the committee; that the basis 
of the limitation would be in accordance with the recommendation of that study. 
This study indicated the necessity of limiting imports of petroleum and its 
products to an amount and in the relative position of the imports of petroleum 
in 1954 as rcelated to domestic production of crude oil in 1954 * * *, 

“Since the report of the Finance Committee, I have further explored this sit- 
uation with administrative agencies charged with the responsibility for the appli- 
cation of this program, and I can say to the Senate that again I have complete 
assurance of compliance of these agencies with the direction set forth in that 
amendment * * *, 

“* * * There ean be no doubt in my mind as to the intent of the committee, nor, 
do I believe, as to the intent of the Senate in regard to limiting the oil imports to 
the average daily imports of the year 1954, based on the report of the President’s 
Commission on Energy Supplies and Resources Policy. 

“T can assure the Senate that I would not have agreed to the amendment in 
H. R. 1, dealing with imports of commodities which are of national defense 
interest, had I not been assured that it would be the policy of those who administer 
the act to follow the intent of those who participated in preparing the report 
of the Advisory Committee” (Congressional Record, 84th Cong., 1st sess., p. 5389). 

The following colloquy occurred between Senator Carlson and the junior 
Senator from Texas, who now appears before you as Governor of Texas: 

“Mr. DANtTEL. In addition to what the President’s Advisory Committee on En- 
ergy Supplies and Resources Policy reported, I ask the Senator if there was 
other evidence before the committee which indicated the injury that would be 
suffered by our Nation and its national defense and security if oil imports ex- 
ceeded the 1954 ratio between imports and market demand? 

“Mr. Cartson. Yes. There was much testimony both from witnesses who 
favored importation of oil—importation in large quantities—and from those who 
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were opposed to all imports of oil. There is no question that excess importation 
will affect not only our national defense, but our economy, and it is important 
that we have an economy that is thriving and growing. 

“Mr. DANIEL. Based on that evidence, is it the Senator’s understanding that if 
oil imports should exceed the 1954 ratio, there would be injury to our national 
security? 

“Mr. CARLSON. There can be no question about that. 

“Mr. DANIEL. Was there any reason why the committee included the amend- 
ment at all, if the committee did not feel that the national security would suffer 
if oil imports were in excess of the 1954 ratio? 

“Mr. Caritson. As I said earlier in my remarks, the Finance Committee spent 
much time on this amendment and on other amendments dealing with quota 
imports and their effect on the national defense. We were seriously concerned 
about the matter. For that reason, we have assurances that those administering 
the act will act in accordance with the proposals submitted by the President’s 
Advisory Committee on Energy Supplies and Resources Policy and the evidence 
submitted to our committee. I have no doubt of it. 

“Mr. DANIEL. As a member of the committee, is it the opinion of the Senator 
from Kansas that a majority of the committee, which supported the amendment, 
intended that the necessary action be taken to keep imports from exceeding the 
1954 ratio, which has been interpreted by the President’s Advisory Committee as 
the ratio beyond which injury would be done to the national security? 

“Mr. CARLSON. One reason why I Say that is very definitely the opinion of the 
committee, or at least the intent of the committee, is the fact that the chairman 
of the Finance Committee included in the report of the committee a part of the 
Advisory Committee’s report, which, after all, in my opinion, gives the intent 
of on Finance Committee.” (Congressional Record, 84th Cong., Ist sess., p. 
5390.) 

Senator Millikin expressed similar views in the following colloquy : 

“Mr. DANIEL. Mr. President, on Monday of this week, the distinguished senior 
Senator from Colorado (Mr. Millikin) was kind enough to answer several ques- 
tions put to him by me. I appreciate his courtesy. However, I noticed that 
the Record, as printed, shows an answer to my last question which I did not 
understand to have been given, and which I do not believe the senior Senator 
from Colorado intended. 

“T should like to repeat the question, noting that the Senator from Colorado is 
on the floor. 

“The question is set forth on page 5299 of the Congressional Record of May 2, 
1955; and I ask the Senator from Colorado to comment on it, after I repeat it. 
The question is this—and I now address it again to the senior Senator from 
Colorado: 

“*At least it is the intention of the Committee on Finance that this amend- 
ment’— 

“We were talking about section 7 (b)— 

“ ‘shall be used to protect us in the matter of oil imports and the importation 
of other commodities which are necessary to our national defense.’ 

“Mr. MILLIKIN. Mr. President, I am very sorry if my answer was not as 
clear and specific as it should have been, when we had our exchange the other 
day. 

“I wish to say that was the intention of the Senate Finance Committee. That 
was the purpose of writing the amendment and of adopting it in the commit- 
tee. 

“Mr. Dante. I thank the Senator from Colorado. 

“Did the committee hear evidence to the effect that an increase of oil imports 
above the 1954 ratio between imports and domestic production would endanger 
the national security? 

“Mr. MILLIKIN. The committee heard such evidence. 

“Mr. DanreL. Does the Senator from Colorado remember any evidence to the 
contrary? 

“Mr. Mrtxik1n. I do not.” (Congressional Record, 84th Cong., 1st sess., p. 
5565. ) 

In spite of the many assurances given, the administration took no official 
action under section 7 (b) of the law until July 29, 1957. In the meantime, petro- 
leum imports were increasing from 1,052,000 barrels daily in 1954 to 1,248,800 in 
1955, to 1,436,000 barrels daily in 1956, to 1,526,000 barrels daily in 1957. This 
year, oil imports are averaging 447,000 barrels daily in excess of the 1954 ratio. 

In 1955, imports were 43,149,000 barrels in excess of the 1954 ratio; in 1956, 
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they were 87,570,000 barrels in excess; and in 1957, they were 122,491,000 barrels 
in excess. 

At a price of $3 per barrel, the United States economy lost $129,447,000 in oil 
sales in 1955; $262,710,000 in 1956; and $367,473,000 in 1957. The total loss in 
sales in the period was about $759,630,000. 

Percentagewise, under the 1954 ratio recommended by the Cabinet Committee, 
petroleum imports reached a volume equivalent to 16.6 percent of domestic oil 
production. Imports rose to 19.6 percent of domestic production in 1955, 21.1 per- 
cent in 1956, and 21.4 percent in 1957. 

In spite of this terrific economic hardship in all the oil-producing States and 
the continued threat to our national security, nothing had been done except 
issue more appeals for “industrial statesmanship” during the 2 years which 
elapsed between adoption of the 1955 National Defense Amendment and the 
annual governor’s conference in June of 1957. At this conference on June 24, 
82 Governors joined in the following telegram to President Kisenhower, urging 
immediate action. This telegram stated : 

“Because foreign oil imports are far in excess of the 1954 ratio above which 
your Cabinet Committee on Fuels Policy found that the security of the Nation 
would be endangered and because these excessive imports are seriously damag- 
ing the conservation and taxation programs of many of our States and causing 
curtailment in exploration and development of new domestic reserves essential 
to the economy and security of the Nation, we the undersigned Governors urge 
your prompt action under the Reciprocal Trade Act to limit oil imports to the 
1954 ratio.” 

It was signed by: Raymond Gary, Oklahoma; Price Daniel, Texas; George 
Docking, Kansas; Charles H. Russell, Nevada; Ernest W. McFarland, Arizona ; 
Mike Stepovich, Alaska ; John E. Davis, North Dakota; Orval E. Faubus, Arkan- 
sas; James BE. Folsom, Alabama; J. P. Coleman, Mississippi; Milward L. Simp- 
son, Wyoming; Albert D. Rossellini, Washington; Steve McNichols, Colorado; 
George D. Clyde, Utah; Robert D. Holmes, Oregon; George Bell Timmerman, 
Jr., South Carolina; Marvin Griffin, Georgia; Joe Foss, South Dakota; Albert 
B. Chandler, Kentucky; J. Hugo Aronson, Montana; Earl Long, Louisiana ; Wil- 
liam G. Stratton, Illinois; Herschel C. Loveless, Iowa; Robert Smylie, Idaho; 
Frank Clement, Tennessee; Victor Anderson, Nebraska; Luther Hodges, North 
Carolina; J. T. Blair, Missouri; Joseph Johnson, Vermont; G. Mennen Wil- 
liams, Michigan; C. H. Underwood, West Virginia; H. W. Handley, Indiana. 

On June 26, the President established a special committee to investigate and 
it found that the national security was being threatened and recommended a 
voluntary program of restriction. It went into effect on July 29, 1957. It has 
been the charge of a very able and capable administrator, Capt. Matthew V. 
Carson, Jr., who has done the best that anyone could do with an unenforcible 
voluntary program. In spite of his efforts, the program has failed to carry 
out the mandate of the Congress. It has failed to limit petroleum imports to 
the 1954 ratio. There are several reasons for this failure: 

1. The program has been applied only to imports of crude oil and does not 
include crude products, as recommended by the Cabinet Committee. This per- 
mits evasion of the quotas by processing the crude in foreign lands before im- 
portation, thus further damaging the economy and adding to unemployment in 
this country. 

2. The 1954 ratio has never been strictly followed in assigning total import 
quotas. 

3. The West coast originally was exempt from the program. It was included 
only in January of this year. 

4. Several importers have neglected or refused to comply with the program 
and apparently they cannot be forced to do so unless the entire program be- 
comes mandatory and enforcible. At least, they are not being required to 
comply. 

The result is that total imports have increased well in excess of the national 
security ratio since the voluntary program went into effect. 

Instead of decreasing, imports have increased during the first 6144 months of 
the voluntary quota program about 9 percent over the corresponding period of 
the preceding year, while domestic production was forced to be cut an average 
of 367,000 barrels a day. Instead of the 1954 ratio of 16.6 percent of domestic 
production, we now have an import ratio of approximately 24 percent. 

We now know that a voluntary program simply will not work. Although 
the President has the authority under the national defense amendment to 
invoke mandatory restrictions, and has been urgently requested to do so, the 
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President thus far has failed to do so. That is why we must ask Congress to 
act in order to carry out its mandate of 1955 and thereby save this domestic 
industry from destruction and protect the security of the Nation. 

This matter is just that urgent and important. Nothing has contributed 
more to the present recession in the oil-producing States than excessive oil im- 
ports. Each time I refer in these remarks to oil imports, I mean and include 
crude oil and crude products, because they must be dealt with together in any 
successful restriction of imports. 

A high official said last week that he was sure the general business recession 
had contributed to the reduced manufacture and sales of crude products in the 
United States. This is like the old question of which comes first, the hen or the 
egg. I am certain that continually increasing foreign oil imports throughout 
the last 5 years have contributed toward unemployment, decreased buying power, 
loss of tax resources and general decline of business more than any other factor 
in the oil-producing States. 

Under normal conditions, over 132,000 people are directly employed in the 
production of oil in this country and many thousands more are employed in 
related businesses. Domestic oil refineries, which normally employ more than 
132,700, are now cutting back their output and laying off thousands of their 
employees. 

We have been forced to cut oil production in Texas to 9 days per month while 
foreign oil continues to take our markets. The producers of no commodity 
ean live long on 9 days per month. At least a million and a half dollars is being 
lost to the Texas economy every day due to production cutbacks forced by 
foreign oil imports. 

This matter has become so serious that I appointed a commission to conduct 
hearings on the effect of excessive oil imports on the economy of Texas, and 
I have here its preliminary report from which I shall read and I ask that the 
entire report be included in your record at the conclusion of my remarks. 

The economy of the oil-producing States is a vital part of the economy of 
the Nation, and I think it is high time that our country think as much about 
its own domestic economy as it does about the economy of the mideastern coun- 
tries which are flooding us with oil produced with cheap labor and without 
restrictions geared to market demands. 

Either the wages and living standards of our own people will be lowered to 
that of foreign lands or we must give adequate protection to the production 
of our own commodities. The economic strength of our Nation is just as im- 
portant as our military strength. Both are endangered by excessive oil imports. 

The security of this country requires a healthy oil industry with adequate 
reserves to defend itself without depending on foreign oil. The Suez conflict 
demonstrated how quickly we can be cut off from foreign oil in time of war. 
One of the worst fates that could befall the United States defensively would 
be to become dependent on foreign oil for future emergencies. Yet that is what 
is sure to happen if the incentive to find new reserves in this country is de- 
stroyed by lack of markets in time of peace. 

The present situation discourages exploration for new reserves. Who wants 
to take the risk to find a well which can be produced only 9 days per month? 
No one can afford to risk a million dollars wildecatting for new oilfields if he 
cannot expect to produce at a rate necessary to return the cost of his invest- 
ment. Most wildcatters actually operate on borrowed capital, and they cannot 
get loans on today’s markets. 

The amount of petroleum reserves in the United States has increased through 
the years as a result of wildeatting accomplished mostly by the independent 
oilmen. In 1957, wildeat drilling was 9.8 percent below that which took place 
in 1956. It was reported recently in the Wall Street Journal that drilling is 
lower today than at any time during the last 8 years. Last week it was 
reported by the American Petroleum Institute that the domestic oil reserves 
decreased 349 million barrels in 1957. With decreased incentives, newly dis- 
covered reserves were 349 million barrels less than the domestic production in 
1957. Thus the Nation had to dip into its backlog of proved reserves for the 
first time since the abnormal war year of 1943. 

Some have argued that we should use the foreign oil now and save our own 
for the future. That might work if we knew where all the oil in this country 
is located and if our domestic industry and its thousands of employees could 
go without their livelihood for several years on end. Neither of these con- 
ditions is possible. All of the oil in this country has not been discovered. 
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The search for new reserves must continue, and it can and will continue only 
if there is a healthy and profitable industry. 

Excessive imports are having their most disastrous effect on small independents 
whose production has reached the stripper stage. Here the application of sec- 
ondary recovery methods is the only way in which production can be main- 
tained, and then only at great cost. Three-fourths of the Nation’s producing 
oil wells, over 358,000, are in this category. Each produces 5 or less barrels 
per day, but in the aggregate they account for one-fourth of the Nation’s total 
production and about one-fourth of the known reserves in this country. These 
wells and these reserves had just as well be marked off as total losses if they 
have to compete without protection from excessive foreign imports. 

In the recovery of primary reserves prior to the recent discoveries which 
give hope of recovering most of the oil in place, it was not uncommon to pro- 
duce only 20 percent of the oil in the ground. Secondary recovery practices 
presently in use can bring to the surface approximately 80 percent of the remain- 
ing oil, none of which could be recovered under the methods used when these 
fields were first discovered. The tremendous cost of this secondary recovery of 
oil, which would otherwise never be brought to the surface, makes it especially 
vulnerable to low-cost foreign import production. The incentives which must 
be available for the continuation of these secondary recovery practices are 
lost when that oil is placed in competition with uncontrolled foreign importation. 

In addition, many of the methods used to carry on secondary recovery opera- 
tions are of such a nature that they must be continued to maintain engineering 
practices necessary to bring the oil to the surface. Engineers have pointed out 
that if this oil cannot be sold and if the operation must be discontinued, it 
will be impossible ever to produce this oil, or the cost to begin again the second- 
ary recovery operation will be prohibitive. 

In Texas, our conservation statutes require a restriction of domestic produc- 
tion in line with market demand to prevent waste from excessive aboveground 
storage. It was in carrying out the provisions of our statutes that the Texas 
Railroad Commission found it necessary to reduce our production to 9 days per 
month. 

This is a very peculiar situation. Texas and the other oil-producing States, in 
order to prevent the waste of one of this Nation’s greatest natural resources, 
are continually cutting back production in order to reduce excessive above- 
ground stocks. At the same time, the importers of foreign oil are continually 
increasing their importations and thereby increasing the stocks which we are 
trying to reduce. 

In the past 5 years, oil production in the United States has increased only 
5.6 percent. Production in Texas has actually decreased by 2.5 percent— 
further evidence that our State is bearing the brunt of the domestic production 
cutbacks. 

Compared with our Nation’s increase of 5.6 percent, production in Canada has 
increased 92.8 percent, production in Venezuela has increased 46.8 percent, and 
production in the Middle East has increased 52.4 percent. 

In our country this conservation program must be continued if our domestic 
production is to be strong enough to meet the demands of national defense as 
it did in two World Wars. Today its effectiveness is being destroyed by ex- 
cessive imports. It is not fair to expect States to bear the load of eutting 
production without placing a similar burden upon the importers of foreign oil. 
If this is not done in the same mandatory and enforcible way that the States 
restrict domestic production, the entire oil conservation program of this country 
will be destroyed. 

There is no legal restriction on most of the foreign oil production and none 
whatever on foreign oil imports. Wells in the Middle East run as high as 6,000 
barrels of oil daily, while the average well production in Texas is only 19 bar- 
rels. Foreign wells, owned mostly by a few major American companies, pro- 
duce oil every day, while in Texas, the largest producing State in our own 
country, production is shut down to 9 days per month. 

Is it fair to the conservation program of the States to have it dominated and 
ruined by foreign imports? Shouldn’t there be some legal means of keeping 
imports in balance with domestic production and domestic market demand? 
When domestic producers are restricted as to the amount of oil they can place 
on the American market and are convicted of State and Federdl offenses for 
exceeding that limit, should there not be some type of restriction of foreign 
importers, or should they be allowed to flood the market and cause even further 
restriction of domestic producers? 
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Today, foreign imports are determining the amount of production to be per- 
mitted from domestic wells, and 5 large American-owned companies and 1 
foreign firm control over 90 percent of the oil imported into this country. They 
and their desire for big profits should not be permitted to destroy the conserva- 
tion, economy, and security of our Nation. 

In 1955, the Congress expressed its intention that the President should use 
the national defense amendment to limit petroleum imports to the 1954 ratio 
as recommended by his own Cabinet Committee. This mandate has not been 
earried out. According to the findings of his own Cabinet Committee and his 
Special Committee to Investigate Oil Imports, the national security is being 
threatened. Therefore, I strongly urge that this committee approve any one 
of the pending amendments imposing mandatory limitations on petroleum im- 
ports in accordance with the 1954 ratio between petroleum imports and domestic 
oil production. 


GovERNOR’s Ort Import Stupy COMMISSION, PRELIMINARY REPORT 


MARcH 19, 1958. 
Hon. Price DANIEL, 


Governor of Texas: 


We, your commission appointed to study the effect of excessive oil imports 
on the economy of Texas, having conducted extended studies and public hear- 
ings in Austin on February 25 and 26, 1958, and in Abilene on March 18, 1958, 
make the following preliminary findings and conclusions: 

1. Cheap foreign oil does not resuit in cheaper gasoline and heating oils 
for the consumer.—All evidence established that consumer prices have remained 
steady or increased slightly in the face of a pyramiding flood of foreign oil 
into this country. The importing companies have absorbed the economic advan- 
tage in the form of increased profits, rather than passing on any savings to the 
consumer. In addition, the commission finds that in those countries which must 
rely heavily on imported oil, the pump prices of gasoline are as follows: France, 
90.7 cents per gallon; Italy, 92.1 cents; United Kingdom, 62 cents. 

2. The present level of imports of both crude oil and products is excessive.— 
It was the intent of the Congress in enacting the security amendment to the 
Reciprocal Trade Act to limit imports of strategic products to their 1954 rela- 
tionship with domestic production. In the case of crude oil, a subsequent Cabi- 
net Committee has established voluntary limitations on crude oil at a level 
higher than in 1954. No limitation on petroleum products has been imposed 
by this Committee despite the fact that such product imports have exceeded the 
1954 ratio by a constantly increasing amount. The excesses of imports are 
reflected by the following statistics : 


(a) Total imports 


Loss to 

Barrels in {national econ- 

Year excess of 1954| omy (com- 

relationship | puted at $3 

per barrel) 
a ee a Laue 6mkisdiet pitetativnt inet iiptiede hielo Meet 43, 149, 000 $129, 447, 000 
Bion ciccaansennddsans udahecuctadbdasancdeleedesageadeens taal -ndnneairae say 87, 570, 000 262, 710, 000 
a 5. Ln abicnn Lusty <gd ba ckbeaencceanton Uxguee paemadean nena tor 122, 491, 000 367, 473, 000 


ates bits 00 niall GAC D oo seciaiuacaac nde eneaesciamecinennesseadhes Maan | 759, 630, 000 


(b) In 1954, import of petroleum products were 6.2 percent of domestic pro- 
duction. In 1958, imports of petroleum products have averaged 601,000 barrels 
per day. Figured on the 1954 relationship, imports of products should have 
averaged 411,928 barrels per day. Thus, imports have exceeded this relation- 
ship by 189,805 barrels per day, or almost 50 percent above the level approved by 
the Congress. 

3. The announced objective of the Congress and the two Cabinet Committees 
to protect the national security by maintaining a healthy domestic oil industry 
has not been achieved under the voluntary program.—This fact is demonstrated 
eonclusively by the reduced drilling of both wildcat and development wells with 
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consequent loss of tremendous reserves. Judge Olin Culberson, chairman of the 
Texas Railroad Commission, testified that drilling of wildcat wells in 1957 was 
down 9.8 percent from 1956. Further substantial reductions in wildcat drilling 
rate are expected in 1958. Judge Culberson testified that all drilling in 1957 
was down 8.7 percent with further reductions anticipated. A study by the West 
Texas Chamber of Commerce shows that drilling in some of the most promising 
regions is down 34 percent. As a direct result of reduced drilling, resulting in 
turn from excessive imports, the Nation’s proven reserves showed a net decline 
in 1957 for the first time since 1943. 

4. Excessive imports have necessitated continued sharp cuts in Texas produc- 
tion, with a devastating effect on the general economy of the State.—In Febru- 
ary of 1957, Texas was on a 15-day producing pattern averaging 3,543,000 bar- 
rels per calendar day. In February of 1958, the State was down to a 11-day pat- 
tern averaging 3,057,000 barrels per calendar day, a reduction of one-half million 
barrels per day. In March of this year, production has been cut to 9 days, a 
further reduction of over one-half million barrels. Thus in 13 months Texas 
alone has been compelled to reduce its allowable production over 1 million barrels 
per day. This means that the loss of the domestic market for this oil, at $3 per 
barrel, is now $3 million per day. Testimony strongly indicates that this loss of 
market has contributed to and aggravated the current national recession rather 
than being a result of the general downward trend in business activity. Reduced 
drilling, production, transportation, and refining of crude oil in Texas has shown 
marked effect on employment. In some sections of Texas where oil constitutes a 
primary source of employment, unemployment has risen 17 percent. The Texas 
Employment Commission states that there is a marked increase of oilfield work- 
ers filing claims for unemployment insurance. Proportionate unemployment is 
evidenced in the refining segment of the industry. As a direct result of reduced 
drilling activity, unemployment has risen in allied industries, such as steel tubular 
goods manufacturing. 

5. Lower allowable production, resulting largely from excessive imports, has 
led to sharply curtailed revenues to both State and local governments, thereby 
jeopardizing the continuation of vital services to the people.—State Comptroller 
Robert 8S. Calvert estimates this loss in State revenue will total at least $20 mil- 
lion during the coming 18 months. Similar reductions are being experienced in 
revenues of cities, countries, and school districts whose tax structures are based 
largely on oil properties. Oil pays 46 percent of the school cost in Texas. 

6. Excessive oil imports are undermining sound State conservation practices.— 
These conservation procedures, proven by decades of success, guarantee fair 
and equitable opportunity to every independent producer to market his oil. 
More important, they insure production from marginal wells, which comprise 
three-fourths of the total wells in Texas. Unless these wells are consistently 
produced, their enormous reserves may be forever lost. Moreover, continued 
curtailment of domestic production in favor of imports will prevent important 
secondary recovery projects. If these projects are not instituted in increasing 
numbers, a huge portion of this Nation’s reserve capacity will never be developed. 

Respectfully submitted. 

FRENCH Ropertson, Chairman. 

Governor Daniet. Mr. Chairman, I would like to offer for the 
record a letter from Gen. Ernest O. Thompson, a member of the Texas 
Railroad Commission, and, I think, recognizably one of the outstand- 
ing experts in the field of oil conservation in the entire world. 

The CuHatmrmMan. Without objection, that will be included in the 
record. 

(The letter referred to follows:) 


RAILROAD COMMISSION OF TEXAS, 
Austin, March 18, 1958. 


Hon. Price DANIEL, 
Gorernor of the State of Teras, 
State Capitol, Austin, Tez. 
DEAR GOVERNOR DANIEL: Here is my position on the petroleum imports 
situation. 
I will send it along for what it may be worth to you in your testimony in 
Washington. 
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Canada and Venezuela, after conferences at our Government’s invitation, both 
insist they will resist a cut in imports. 
Therefore, it seems to be up to our Government to look after our own oil 
reserves for our own national security. 
Respectfully, 
ERNEST O. THOMPSON, 


COMPARISON OF DOMESTIC AND FOREIGN PRODUCTION, AND TEXAS OIL PROSPECTS, 
BY ERNEST O. THOMPSON, TEXAS RAILROAD COMMISSIONER, MARCH 5, 1958 


The contrast between conditions in the domestic industry and in foreign pro- 
ducing areas which supply the major part of the crude oil brought into the 
United States is quite significant. Despite the much larger number of producing 
wells, crude oil production in Texas is now at a lower level than in 1953, 5 years 
ago; and for the United States as a whole, crude oil production is up only 5.6 
percent above 1953. Meanwhile, production in foreign areas has increased 
quite substantially as shown by the following tabulation: 




















| 
| Crude oil production (thou- Change, 1953 to 
sand barrels daily) November 1957 
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Source: United States figures from Bureau of Mines. Foreign figures from World Oil. 


TEXAS ALLOWABLE 


March 1957, 3,771,162 barrels daily; February 1958, 2,999,660 barrels daily; 
down, 771,502 barrels daily; reduction for March 1958, 513,814 barrels daily; 
which makes a 1,285,316-barrel daily cut in Texas oil allowable production since 
we were called upon for more crude for the Suez crisis. Thus it will be seen 
that Texas has reduced her oil allowable by more than the total crude oil imports 
into the United Statees. Surely this can mean nothing less than the fact that 
Texas oil production is being supplanted by imported crude in the market place. 

I am hopeful that by the time this article is published our President will 
have invoked the powers given to him under section 7 (b) of the Reciprocal 
Trades Act, which provides that the President may limit importation of any 
commodity into the United States whenever such imports threaten to imperil 
our national security. The Office of Defense Mobilization and the Cabinet 
Committee have so found as to oil. Such action by the President will have a 
great stabilizing effect upon the oil-producing industry and bolster our national 
security. 

One problem we have here in Texas is that we are presently blessed with 
182,320 producing oil wells, and they are increasing at a rate of 1,000 net gain 
in wells each month. These wells all deserve their share of the outlet in the 
market place. But every additional hundred wells even at 20 barrels a day 
requires that the older wells and fields move over and make room for the new 
oil from the new producers. 

It’s the law of diminishing returns grinding away relentlessly. Demand is 
less rather than more, and stocks of crude and products are 100 million barrels 
greater than adequate. 

Then, too, it must be kept in mind always that in the springtime, about April, 
the refineries have a changeover and clean-out period when crude demand d-ops 
about 1 million barrels per day. Therefore, we must brace ourselves for another 
shock to properly reduce stocks of crude and products on hand this spring; and 
spring is here. 

It would seem to me that crude-oil production must be held down very tight 
for the next few months until the demand picks up appreciably. 
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Stocks must be reduced to prevent the unnecessary physical waste incident to 
aboveground storage. 
The place to keep our oil is in the ground until it can be used in the market 
place. 
Overproduction for Suez and lessened demand can only be cured by restraint 
in production. 
THE LONG PULL 


Our future demands for petroleum products will continue to increase. Today, 
1957, the United States daily demand is 9 million barrels for domestic con- 
sumption. This is met by United States oil production of 7,158,000 barrels 
daily and imports of 1 million or more barrels. 

Our reserve daily-oil producing capacity is variously estimated to be from 
700,000 additional barrels per day up to 1,500,000 barrels per day. 

Any sort of a war today would require vast oil reserves, and we must find 
more oil or become increasingly dependent on imported oil. 


THE FUTURE 


It is always risky to try to predict the future of oil and gas in the United 
States, but we can point out possible trends. 

1. The present oversupply of oil aboveground in storage must be worked off 
by setting realistic allowables in production. Crude oil and products in stor- 
age aboveground as of January 30 were 69 million barrels greater than 1 year 
ago, same date. This was due to overproduction to assist Europe and drop in 
expected domestic demand in 1957. We had expected a 5-percent increase in 
demand, whereas it was only a two-tenths-of-l-percent increase. We simply 
overproduced oil; so we had to reduce allowable production to more nearly match 
the market demand. 

The operators generally are very reluctant to ask to be curtailed in their pro- 
duction, even when they know they cannot find a market for their oil after they 
have produced it. Hope springs eternal. But hope does not erect or build a 
sound market demand for domestic crude, or any other crude oil, when the supply 
is glutted. 

One very encouraging thing about the oil-producing picture is that the pro- 
ducers are keenly alive and aware of the oversupply. Presidents of all the as- 
sociations came to our February statewide hearing and requested realistic 
allowables. They want to see these overhanging surplus stocks used up, and I 
admire them for their wisdom and their understanding of the true facts of 
supply and demand. The law of supply and demand is immutable. It cannot 
be ignored if we are to have a sound oil-producing industry. 


Imports of crude oil compared to United States domestic crude oil production 


[Thousand barrels daily] 
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The following paragraph (sec. 7) was included in the Trade Agreements Ex- 
tension Act of 1955: 

“(b) In order to further the policy and purpose of this section, whenever 
the Director of the Office of Defense Mobilization has reason to believe that 
any article is being imported into the United States in such quantities as to 
threaten to impair the national security, he shall so advise the President, and 
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if the President agrees that there is reason for such belief, the President shall 
cause an immediate investigation to be made to determine the facts. If, on the 
basis of such investigation, and the report to him of the findings and recom- 
mendations made in connection therewith, the President finds that the article 
is being imported into the United States in such quantities as to threaten to 
impair the national security, he shall take such action as he deems necessary 
to adjust the imports of such article to a level that will not threaten to impair 
the national security.” 

It is through this “security clause” that the President has the right to set 
trade limitations by his own authority whenever he feels that our national 
security is threatened. I am hopeful he will have acted to make oil-import 
limitation mandatory. The voluntary plan was tried, and did not work. 


The attached statement of my position was given to each member of the 
American delegation and to each member of the Venezuelan conferees in the 
Ministry of Mines and Hydrocarbons in Caracas. 

The Venezuelans are polite, but firmly refused to consider any reduction in 
production of oil. I have stated to Mr. Weeks of the President’s Cabinet Com- 
mittee in February that voluntary controls of imports have failed to be effective. 
I am convinced that they will become increasingly more ineffective and that 
there should be mandatory controls pressed upon imports of crude and products, 
and that a 20 percent cut be made in the present rate of imports. 

Demand has fallen off, and imports have contributed to excess storage of crude 
and products on hand above ground in the United States. 

Ernest O. THOMPSON. 

Governor Danret. I just call your attention to one thing about it. 

General Thompson strongly peered the voluntary program, or 
at least tried to help it work. He went with the delegation to 
Venezuela the other day to try to get that country to come in line with 
the security needs of our country in this matter. This is the first time, 
as far as I know, that General Thompson has expressed himself as 
feeling that the voluntary program is completely unworkable and 
that we must have legislation for mandatory controls. 

Mr. Ixarp. Mr. Chairman, I wonder if Governor Daniel would mind 
reading that letter of General Thompson’s, please. Or just the per- 
tinent parts of it. 

Governor Danrex. I will read the conclusion of his statement at- 
tached to his letter to me. 

General Thompson says: 

The attached statement of my position was given to each member of the Ameri- 
can delegation and to each member of the Venezuelan conferees in the Ministry 
of Mines and Hydrocarbons in Caracas. 

The Venezuelans are polite, but firmly refused to consider any reduction in 
production of oil. I have stated to Mr. Weeks of the President’s Cabinet Com- 
mittee in February that voluntary controls of imports have failed to be effective. 
I am convinced that they will become increasingly more ineffective and that 
there should be mandatory controls pressed upon imports of crude and products, 
and that a 20 percent cut be made in the present rate of imports. 

I would like also to offer for the record a statement made in Abilene, 
Tex., before our State commission studying this problem, by the present 
chairman of the railroad commission, Judge Olin Culberson. 

The CxHarmman. Without objection, that will be included in the 
record. 

(The statement referred to follows :) 


STATEMENT BY OLIN CULBERSON, TEXAS RAILROAD COMMISSION, BEFORE THE TEXAS 
Imports Stupy COMMISSION, ABILENE, TEX., Marcu 18, 1958 


Mr. Chairman, members of the commission, I am glad for this opportunity to 
appear before a citizens group which is concerned, as I have been all my life, 
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with doing what we can on a State level to deal with our problems. Perhaps 
nobody realizes more than I how hopeless it is to fight the battle of States rights 
until the citizens become sufficiently aroused to the issue. As I understand it, 
the principal mission of this commission of citizens is to help other citizens learn 
the facts about what oil imports are doing to our State—and, of course, to come 
up with any suggestions you can as to what we on a State level can do about 
the problem. 

While I appear here as chairman of the railroad commission, the invitation 
having come to me in that capacity, I sheuld say at the outset that my views 
are not necessarily those of my colleagues on the commission. In a matter on 
which I feel so strongly, I am afraid I won’t be able to refrain from expressing 
some strong personal conviction on a few vital points, and I would want it under- 
stood that in this matter, as in others, the chairman doesn’t always reflect the 
majority opinion. We all sign orders of the majority, however, unless the dis- 
senting member feels that to do so would violate a principle involved. 

I have no desire to burden the record with additional evidence that oil im- 
ports are excessive and are creating a serious hazard to the economy of our 
State and its citizens. Nor do you need me to tell you what has already been 
confirmed by top-level governmental authorities on the subject: That oil imports 
have attained such levels as to threaten the national security. 


CONSERVATION AND IMPORTS 


My province is conservation. And here, too, imports are doing serious dam- 
age, make no mistake about it. 

A recent study on this very point was made by a committee of the Interstate 
Oil Compact Commission. It listed effects of currently excessive imports as 
follows: 

“(1) Curtailment of production to the point that necessary exploration 
and drilling are retarded ; 

“(2) Abrogation of State police powers to set proper allowables ; 

(3) Purchaser or pipeline proration ; 

“(4) Nonratable taking within and between fields ; 

“(5) Denial of corrélative rights ; 

“(6) Lagging expansion of pipeline and other transportation facilities ; 

“(7) Premature abandonment of marginal or stripper wells; 

“(8) Prevention of secondary recovery operations.” 

Attached to my statement is a statistical calculation which shows the clear 
relation between the growth of imports and reduction in State allowables. It is no 
secret that imports have first call on the domestic market, and States find 
themselves increasingly in the role of filling oil requirements on a supplemental 
basis. 

As imports have grown, allowables have been cut. In 1952, for example, whan 
we averaged 21 days per month of production in Texas, imports totaled 925,200 
barrels a day. In 1953, Texas produced an average of 19 days per month, and 
imports moved up to 1,034,200 barrels daily. The Texas allowable in 1954 and 
1955 averaged 16 days, and imports jumped to 1,051,900 and 1,248,100 barrels 
per day, respectively. We produced an average of 15.8 days a month in 1956, 
and imports rose to 1,426,400 barrels daily. Then, in 1957, we produced an aver- 
age of only 14.2 days per month, and imports went up to 1,526,000 barrels a day. 
Now we're down to 9 days, and imports are averaging well over 1.6 million 
barrels daily, in some weeks rising as high as 1.7 or 1.8 million. 

In 1950, Texas had 230 producing days. In 1956, it had been reduced to 196; 
in 1957, to 171. Unless there is a real improvement in the import outlook, we'll 
probably produce no more than 140 days this year at most. Currently we are 
producing only at the rate of about 108 days per year. 

Since 1949, oil imports have risen 137.2 percent, while United States produc- 
tion has been allowed to increase only 41.8 percent and Texas production only 
41 percent. 

Even during the period of so-called voluntary import control program, dating 
from July 29 of last year, total imports are up about 9 percent over the corres- 
ponding period of the previous year. Domestic production, on the other hand, 
is about 367,000 barrels a day less during this same period than the year 
before, of which the reduction in Texas accounted for about 300,800 barrels 
per day. 

Simply stated, this indicates that nothing really effective has yet heen done 
to keep imports from growing at a rate far in excess of the rate at which 
domestic production and domestic demand grows. 





RENEWAL OF TRADE AGREEMENTS ACT 2429 


Why am I, a conservation official, concerned with this? 

In the first place, I am a citizen of this State and of this country, and any- 
thing adversely affecting either affects me. But additionally, I am concerned 
because excessive imports can undermine our greatest conservation achieve- 
ments of the past quarter-century. 


MARKET DEMAND 


It has long been my contention that any time allowables fall below 15 days 
per month, the whole structure of conservation is jeopardized. Below 15 
days, in other words, our decisions have to be made largely on the basis of 
lesser of evils. I’m not sure that cuts helow that level actually serve conserva- 
tion objectives. 

Saying that, I fully recognize that the alternative of allowing purchasing 
companies completely free rein in the practice of proration is dangerous to— 
often mutilates—the very necessary and fundamental across-the-board proration 
system. 

In other words, so long as imports do have first call on the market, we might 
not sell any more Texas oil if we kept allowables higher than nominations. 
Purchasers can simply do the prorating themselves in ways that suit themselves. 
But there is some evidence that they would be a little less inclined to discrim- 
inate against Texas if they had to do the cutting instead of the Commission. 
Some other States, I realize, have been benefited in the sale of oil by follow- 
ing such a policy, but only because Texas has provede capable and willing so 
far to take up the slack. It’s sometimes called carrying an umbrella, and it 
gets pretty tiresome at times. 

In determining what constitutes “market demand,” the commission considers 
a number of factors. We have an estimate of demand by the Bureau of Mines 
in Washington, a subject on which I'll try to refrain from further comment. In 
addition, we consider stocks, or aboveground storage, of both crude and products. 
Then we consider the import schedules of the importing companies as submit- 
ted to us. Finally, we listen to the nominations of the purchasing companies. 

The Texas Railroad Commission, responsive to the public which elects its 
members, is always anxious to make sure that there is an ample supply of oil 
available to meet every conceivable need. We very often reject purchaser 
nominations as the true index of market demand. But we don’t have the final 
word. Just because we set allowables doesn’t mean we determine how much oil 
is sold. No administrative agency could or should be allowed to compel any 
company to buy oil it can’t properly utilize. 

So when we set allowables at levels higher than purchasers think we should, 
the invariable result is some form of purchaser proration. This more often 
than not entails actual physical waste and discrimination. Nowhere are better 
illustrations available than those cited at the February statewide hearing. 
There we saw evidence that fields were completely cut off from markets. 
Trucked oil increasingly is refused by purchasing companies. In times like 
these, the percentage of wells without pipeline connections increases. In this 
district of which Abilene is a part, there are several thousand wells which are 
without connections, not all of which can be justified on the basis of normal 
factors determining feasibility of connections. 

Moreover, when the prorating is done by the purchasing companies and not 
by the commission, some of the conservation factors may go unheeded. Most 
companies conscientiously practice proration clear across their purchasing sys- 
tems in all States and areas in which they operate. Others, unfortunately, 
tend to cut off areas and fields in which they have reason for displaying rela- 
tively little interest. Some companies may even prorate marginal wells which 
the commission by statute is prevented from doing. 

Several results occur. 

In the first place, there is actual physical waste directly involved, as for ex- 
ample in the premature abandonment of marginal wells thus denied adequate 
market. Of equal importance in the long run, when consideration is given the 
broader objective of maintaining an industry capable of meeting the require- 
ments that may be placed on it, is the damage done through discrimination— 
which is referred to in the statutes as the protection of correlative rights. It 
is no secret that the areas which find themselves without pipeline connections, 
without markets even for trucked oil, and even lose existing Connections are 
generally those areas in which large numbers of small operators are predom- 
inant. In periods of oversupply, purchasing companies have a virtual veto 
over which areas shall be developed and which producers shall be favored. 
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Thus, Oversupply can become a strong weapon of monopoly. 

It is in large part for this reason that the legislature has vested rather broad 
powers in the railroad commission. Our job is to keep order in the industry 
so that these conditions, which are conducive to monopoly and waste, do not 
occur. 

In former days we were able to accomplish this largely by restraints on pro- 
duction, on a statewide across-the-board basis. It was not necessary for the 
commission to resort to what many believe are additional powers given it to 
set forth stringent requirements for the purchasing and transporting of oil. 

Today, however, it appears we are approaching a new frontier—one that may 
require a new approach. I believe 1 speak for the commission when I say that 
we have absolutely no intention of abdicating any authority vested in us which 
is necessary to the fulfillment of our regulatory role. At the same time we want 
to avoid the exercise of any powers which may not have been intended by the 
legislature and the constitution. 

On the whole, I believe we can take genuine pride in the conservation achieve- 
ment of Texas. The commission is often Credited with this. I myself am 
inclined to think a large part of it at least is due to the sense of fair play 
which the companies themselves have shown. I believe it is generally recog- 
nized that we have some additional powers for dealing with discriminatory 
practices of the type that have recently been alleged. And I believe, further- 
more, that the commission may soon test such powers if improvement is not 
forthcoming. 

So long as there are things that can be done in Texas to improve our plight, 
I believe the citizens of Texas will expect us to do them. You gentlemen are 
devoting your time to this study primarily out of that conviction. 

In asserting these personal opinions about possible steps which the commission 
could take, I would not want to mislead anybody. There may be things we can 
do in Texas, just like there are things that can be done by the governor, the 
legislature, the attorney general, and the citizens themselves. But the heart of 
our current problem is excessive imports. And that is something that must be 
solved outside of Texas. 

Reducing allowables in accordance with purchaser nominations is not an answer 
to this problem of oversupply. We could cut off all Texas production and in 
time—a relatively short time—the gap could be filled by production elsewhere. 

Some contend that part of the answer lies in doing something about the high 
percentage of oil production not now subject to proration and the relatively un- 
restrained growth of competitive fuels, including LPG. Perhaps these are areas 
which require reexamination, but it would be folly to think that anything the 
commission could do would offer a solution to the basic problem of oversupply. 


INEFFICIENT WELLS 


About three-fourths of our wells are in the marginal or stripper category. 
Each accounts for only a few barrels a day, but in the aggregate they account 
for approximately one-fourth of our national production and about the same 
percentage of our proved reserves. 

In the normal course of things, these so-called inefficient wells would have 
fallen by the wayside, yielding to the more prolific new discoveries. Under the 
free trade doctrine, a country or area which can’t compete in the production of a 
commodity with other areas should give way, purchasing from the most efficient 
source in order to gain markets for the goods which it can most efficiently produce. 

While I have no quarrel with the philosophy of free trade, every reasonable 
person recognizes there must be exceptions to it. Carried to the extreme, the 
world would be using only oil from such areas as Kuwait in the Middle East 
which are the most efficient, if we accept the economist’s definition of efficiency 
as high production at low unit cost. Even Venezuela would be an oil importing 
company today under true free trade, but I dare say no company would try to 
bring a barrel of oil into Venezuela. Likewise West Germany, which produces 
roughly a third of its own oil requirements, would have to give way, because that 
oil is extremely inefficient and requires a tariff in the range of $4 a barrel to 
protect it. 

Aside from the military aspects, there is sound ground for making oil pro- 
duction an exception to this principle of free trade. 

In the first place, the marginal wells are not properly termed “inefficient.” 
On the contrary, they are our great conservation achievement. Every well 
sooner or later becomes a stripper well unless it is prematurely abandoned. The 
principle on which our proration system is based is to protect these marginal 
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wells as long as feasible and maximize recovery from each reservoir. We do 
this by proration in the United States—cutting back the wells and fields capable 
of flooding the market. 

Unfortunately, some of the most enthusiastic proponents of proration to 
demand for Texas are bitterly opposed to similar restraints on their more profit- 
able foreign output. 

RESERVE CAPACITY AND DEFENSE 


It is likewise unfortunate, in my judgment, that our defense officials have so 
far failed to recognize just what proration has meant to the security of ourselves 
and our allies. If they had, I think they long ago would have provided the en- 
couragement necessary to the building of a crude oil pipeline that would link 
this area of Texas, where most of our reserve capacity lies, with the west coast, 
which is already seriously deficient in oil production. We often talk about the 
fact that our million barrel a day reserve capacity enabled us to carry the war 
to our enemies in World War II. But absolutely nothing is being done to dis- 
tribute that load on other producing areas, so the load will not be too great to 
earry. It can’t be done entirely by Texas and a few other States, and if our 
defense officials are wise they will recognize this soon. 

In a matter of months we could destroy a very large part of our oil security— 
the marginal wells which were so carefully nurtured by an intelligent conserva- 
tion program. Any futher damage to the market situation for oil from these 
wells can be expected to have seriously adverse effects. 

Furthermore, it should be understood that the proceeds from produced oil 
enable United States producers to explore for other deposits, and historically 
they have found oil on the average faster than they have produced it. Last year 
the Nation as a whole lost ground, actually produced and used more oil than 
it found, for the first time since the abnormal war year of 1943. This reflects 
the seriousness of the industry’s plight, as shown in the fact that wildcat drilling 
last year was 9.8 percent below the previous year, and total wells were 8.7 percent 
down. 

It can safely be assumed that the reserves which are not found because of 
reduced production and exploration are greater in quantity than the oil that is 
saved by not producing it. It can be demonstrated specifically that the more 
oil we produce, the more oil we have. This is a fundamental paradox that we 
must keep in mind. 

CAUSE AND EFFECT 


It is a little difficult for me to understand how even today there are those 
who assert that excessive oil imports constitute a negligible factor in the over- 
supply picture. Generally speaking, these are the people who have maintained 
steadfastly that the solution lies in reducing State allowables. 

Now Texas is down to 9 days and the oversupply persists. 

The fact is that domestic production has paralleled domestic demand fairly 
closely, leaving adequate room for reasonable imports. To illustrate this point 
I had prepared the attached graph. Beginning in 1953 and extending through 
1957, it shows that in these 5 years demand had risen 17 percent, while domestic 
production has risen only 11 percent. Imports, meanwhile, jumped 47.5 per- 
cent. 

Nothing we can do in Texas can bring a balance to this picture if imports 
continue the present level of increase. One thing we are certain to do, unless 
action is taken on the imports front, is to destroy our Nation’s oil security. 

As a public official, I am deeply concerned with the effects of this on the 
economy of our State and our State government. Like others, I want to see 
other industries come to Texas to help share the tax and economic load which 
the oil industry can no longer bear. But, unlike some others, I am not 
willing to be consoled with the hope that this will take place in time. Sales- 
tax and income-tax talk is surrender talk, so far as I am concerned. And this 
is not a time for retreat. This is the time to fight for an industry we have, 
and which, in my judgment, we can keep if we insist on our rights. 

I believe in the free exchange of goods among nations, but I am firmly 
convinced that no nation or no company would benefit long if we allow oil 
imports to wreak further havoc on the Texas and United States oil producing 
industry. 

No nation has a right to our domestic oil market. It took us some 70 years 
in Texas to develop our production potential. It can be destroyed in a matter 
of months by allowing other nations to develop their oil-producing industries 
overnight without having to wait for market development. 
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This is a problem which will not right itself. Business statesmanship, 
so-called, is simply incapable of dealing with it. Nothing better illustrates this 
than the fact that the importing companies collectively through the National 
Petroleum Council agreed that imports were excessive, and yet none of them 
want to do anything as individual companies to give up this economic windfall, 
or any part of it. 

The fact is that under the present arrangement there is what might be called 
a penalty to nonimporters. In good conscience I cannot blame any company 
which can gain adequate finances for going abroad. If it looks far enough 
down the road, it must realize that unless restraints on imports are imposed— 
which is to say unless the economic advantage in the right to import is re- 
moved—those nonimporting companies will be at such a serious competitive 
disadvantage that they may cease to exist in a relatively short time. 

A lot is being said these days about combating imports through greater 
efficiency. Most often we are told that a step in the right direction is com- 
pulsory unitization or wider spacing to avoid the drilling of unnecessary 
wells. I say to you gentlemen, and anyone else who may be considering such 
proposals, that you should proceed with very great caution. 

In the first place, I think you will find no responsible persons who will tell you 
that domestic production can compete freely with the flow from abroad, no 
matter what we do about wider spacing or compulsory unitization. That is 
simply a totally inadequate action, and any implication that here lies the answer 
is something less than the complete truth. 

But even more important in my judgment is the damage that could result from 
a helter-skelter movement in that general direction. I would be the last to tell 
you that there have not been a great many wells drilled which are not necessary 
to attaining maximum recovery, or that unitization is not a legitimate tool of 
eonservation. But at the same time I will proclaim to the world that many of the 
so-called unnecessary wells were very necessary indeed, necessary to the build- 
ing and preservation of a virile home oil industry and the supplying of oil 
products at prices the average citizen can afford. Competition, gentlemen, is 
more important than efficiency—especially when efficiency is a term too often 
synonymous with economics of individual companies. 

Speaking for myself, I cannot believe that overproduction in Texas during the 
Suez crisis, or at any other time, accounts for our oversupply and the damage 
it is doing to our economy and security. The attached statistical sheet shows 
just what our allowable situation was during this period. Only briefly, during 
the month of March last year, were we guilty of what might be termed exces- 
sive production—and that was at the insistence of governmental officials in 
Washington, who were later proved to be almost completely out of touch with 
the realities of the situation. 

Our action during the Suez crisis underscored the conviction of our Commis- 
sion that the statewide across-the-board ratable take system is an indispensable 
cornerstone of conservation and of the health of our industry. 

Throughout this period we were urged by some purchasing companies to raise 
allowables in those areas where they could readily acqpire their oil needs. In- 
stead, we maintain our across-the-board system, requiring companies to pur- 
chase ratably over the State. The result was to point up to the Nation the effects 
of excessive oil imports on our transportation system from interior points— 
and the defense implications of unconnected wells. 

I consider it significant that at no time during all this hue and cry for more 
production did above-ground stocks of crude and products fall below the levels 
recommended by the purchasing companies themselves. It is true the cost of 
acquiring oil for shipment abroad was a little greater to those companies enjoy- 
ing this temporary new European market, but the benefit to Texas and to the 
principle of across-the-board proration outweigh any considerations of indi- 
vidual company economics in my judgment. 

As a footnote. I might add that even during this Suez crisis when we were 
being told that Europe desperately needed more of our oil, the importing com- 
panies continued to increase the fiow of oi! into this conntry from abroad. The 
slight drop in crude imports was more than made up for in the inerease in 
products imports. products which were already in surplus supply here. 

You didn’t have to invite me here to tell you what is the best solution to the 
problem of excessive oil imports on the national level. As a matter of fact. 
IT can tell yon I am very happy that decision is not mine. It is a tough one I 
realize. 
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Conscientious men, such as Captain Carson, are struggling with this matter 
right now, and I am sure Congress will think long and carefully about it in 
extending the Trade Agreements Act this year. 

But I can tell you only that the effects of currently excessive imports are 
being felt not only on the economy of our State but upon the conservation pro- 
gram we of the Railroad Commission are most directly concerned with. 

I can tell you, too, that the problem will not be solved in my judgment through 
voluntary restraints. Any new limitations program which the administration 
may establish under existing authority, if it is to endure, must include some 
means of reducing the economic advantage which goes with the right to import. 

As a State official, deeply interested in the preservation of State powers, I feel 
qualified also to state a very strong hope that the system of limiting oil imports 
is one consistent with American tradition. I can envision a situation in which 
Federal or even international controls over domestic production could be imposed 
under the guise of restraining oil imports. This in my judgment is a very real 
danger, but an unnecessary one. In whatever control system adopted, I hope 
due consideration is given to preservation of State authority over conservation 
matters. 

Our present situation admittedly is an open avenue to the further conquest 
of State powers by Federal authorities, and in our import troubles there are 
golden opportunities for those who would like to see the entire oil industry 
brought under Federal or international control. Control plans which would go 
far in that direction are, like imports, currently in surplus supply. 

Imports must be restrained if we are to have a healthy oil industry in our 
State and in our country. It is as simple as that. A proper policy of restraint 
could do more perhaps than anything else to remove the oil industry from the 
public spotlight, improve its public relations, and set it on the road to recovery 
from a very critical situation. But a bad controls plan could, in the long run, 
not only fail to achieve the objective of restraining imports but do irreparable 
damage to the cause of States’ rights. 

Thank you. 


Imports, production, refinery runs, and allowables 


{Barrels per day, monthly averages] 





Crude Products Total Texas Produc- | Crude pro-| Refinery 
imports imports imports | allowables'| ing days duction runs 
1957—January-...--.- 804, 500 | 620, 800 1,425,300 | 3, 421, 058 16 | 7,480,000 | 8, 273, 700 
February. --.-- 780,400 | 649,900 | 1,430,300 | 3, 543, 672 15 | 7,682,100 | 8,087,900 
March... 835, 600 628, 800 1, 464, 400 3, 733, 054 18 7, 716, 500 8, 046, 600 
IRE de dicaocn 906, 400 635, 300 1, 541, 700 3, 564, 665 16 7, 541, 000 7, 739, 900 
May... ..---| 1,041,700 | 516,500 | 1,558,200 | 3,474,834 16 | 7,441,800 | 7,992, 300 
June... os 147, 200 458, 800 1, 606, 000 3, 434, 618 15 7, 106, 700 7, 866, 700 
July shnaesl ieee 420, 600 1, 600, 800 3, 027, 786 13 6, 872, 600 7, 852, 000 
August....-.-.- | 1/256, 600 | 438,200 | 15694,800 | 3,067, 883 13 | 6,786,400 | 8,091, 800 
September...-..| 1,042,500 | 402, 400 1,444,900 | 3, 127, 506 13 | 6,886,800 | 7,920, 200 
October es | 1, 021, 900 510, 000 1, 531, 900 2, 964, 062 12 6, 859, 600 7, 649, 800 
November. .._- | 902, 400 552, 700 1, 455, 100 2, 998, 927 12 6, 824, 000 7, 692, 400 
December... ...- | 1,001,400 | 569, 100 1, 570,500 | 2, 987, 415 12 | 6,900,710 | 7,787,000 
1958—January-_....---| 936, 600 592, 800 1, 529, 400 2, 985, 350 12 | 6,715, 630 7, 700, 000 
February. ....-- 846, 600 | 635, 600 1, 482,200 | 3, 057, 936 | 11 | 6,674,210 | 7, 491, 800 
March........- 1,084,800 | 669,200 | 1,754,000 | 2,517,249 | 9 | 6,327,735 | 7, 488, 000 











1 As set at statewide hearings of railroad commission. 
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(The following telegrams were filed with the committee :) 


ATLANTA, GA., March 18, 1958. 
Representative WILBUR D. MILLs, 
Member of Congress 
House Office Building, Washington, D.C.: 


Regret that I cannot appear before the House Ways and Means Committee 
considering the reciprocal trade agreement on March 20, 1958, along with other 
governors. 

However, I would like to go on record as stating that some legislation is 
necessary to limit the unrestricted importation of crude oil and products in 
this country. 

MakVIN GRIFFIN, Governor. 


Baton Rovuee, La., March 13, 1958. 
Hon. WiLsur D. MILLs, 
Member of Congress, 
House Office Building, Washington, D.C.: 


On June 24, 1957, I joined with 32 governors in a telegram to the President 
urging that he restrict foreign oil imports to the 1954 ratio. Due to prior commit- 
ments, I am unable to appear before your committee on March 20, 1958, with 
Governor Price Daniel of Texas and Governor Raymond Gary of Oklahoma. It 
is my studied opinion that some regulation by legislation is necessary to limit 
the unrestricted importation of crude oil and products into this country since 
foreign oil imports are higher than ever and are seriously damaging the economy 
of the coal and oil producing States and contributing toward unemployment 
and recession. I would appreciate this telegram being made a part of the com- 
mittee record. 

Ear K. Lona, 
Governor of Louisiana. 


JEFFERSON City, Mo., March 13, 1958. 
Hon. WILBuR D. MILLs, 
' Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C.: 


I firmly believe that legislation should be enacted to limit or restrict the im- 
portation of crude oil into the United States as it is seriously endangering 
the economy in the coal and oil producing States. 

JAMES T. BLarr, JR., 
Governor of Missouri. 


Santa Fr, N. Mex., March 18, 1958. 
Hon. WILBUR D. MILLs, 
United States House of Representatives, 
Washington, D.C. 
Dear Mr. Mitts: Please register my concurrence with stand taken by Gov. 
Price Daniel of Texas concerning the need to limit oil imports. 
Sincerely, 
Hpwin L. MEcHEM, 
Governor of New Mezico. 


BIsMAROK, N. Dax., March 14, 1958. 
Hon. WILBuR D. MILLs, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 
I join with other governors of the Interstate Oil Compact Commission to urge 
legislation to limit the unrestricted importation of crude oil products into the 
United States unless some effective voluntary control can be maintained. 


JOHN FE. Davis. 
Governor of North Dakota. 
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SALEM, OREG., March 14, 1958. 
Congressman WILBUR MILLS, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 


Due to excessive imports of crude oil into the United States exploratory drill- 
ing declined appreciably in 1957 it appears this downward trend is to continue 
into 1958. This trend should be stopped as it discourages development of domes- 
tic resources, results in unemployment, and threatens national security by de- 
pending on tenuous overseas lines of supply. It is recognized that a free world 
has mutual exchange of goods and services but under present and foreseeable 
conditions recognition must be given to maintaining a strong national economy 
and adequate sources of domestic mineral materials. I strongly recommend 
that regulation on crude oil imports at the 1954 level be given your serious 
consideration. 

RosBeErRT D. HOLMES, 
Governor of Oregon. 


Sat LAKE Ciry, Uran, March 15, 1958. 
Hon. WiLzBur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 


I strongly urge that imports of crude oil and crude oil products be maintained 
at 1954 level. Unrestricted imports of these items would have stifling effect on 
our domestic economy and would seriously hamper the development of our nat- 
ural resources and expansion of our industrial activity. These are corner- 
stones of our economy and vital to our national security. 

GeEorGE D. CLYDE, 
Governor of Utah. 


STATE OF MONTANA, 
Helena, March 18, 1958. 
Hon. WiLsur D. MIs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN Mitts: Last year at the national governors’ conference at 
Williamsburg, Va., I joined with 32 governors in a telegram to President Eisen- 
hower urging that foreign oil imports be restricted to the 1954 ratio which was 
recommended by his Cabinet Committee as necessary to protect the national 
security. 

Montana is a State in which oil plays a major role in its economy. As such 
we are vitally concerned on the question of oil imports and hope that as chair- 
man of the House Committee on Ways and Means you will favorably consider 
some type of regulation to limit the unrestricted importation of crude oil and 
products into the United States. 

As a member of the Interstate Oil Compact Commission, I and the Montana 
Oil and Gas Conservation Commission are in accord with the general position 
of the compact commission which will be presented by the commission chairman, 
Gov. Milward L. Simpson of Wyoming, and Gov. Price Daniel of Texas and 
Gov. Raymond Gary of Oklahoma. 

Very truly yours, 
J. Huco ARONSON, Governor. 


OKLAHOMA City, OKLA, March 16, 1958. 
Congressman WILBUR MILLs, 
Ways and Means Committee, Washington, D.C.: 

Please stop imports of foreign oil until economy returns then drastically 
curtail. Present policies highly injurious to western Oklahoma’s basic industry. 
Threatening to destroy independent oil operators, contractors, supply houses, 
royalty owners, farmers, laborers, businessmen; furthermore, income to city, 
county, school districts and State government adversely affected. Salt water 
and operating costs will ruin the industry unless immediate action taken by 
President, Government agencies and Congress. I am sending this wire at 
request of many citizens in 23 western Oklahoma counties where there is ex- 
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tensive oil production and exploration. The area has already been greatly 
affected by poor cotton crop, loss of production due to soil bank, and recession. 
VictoR WICKERSHAM, 
Former Congressman, Mangum, Okla. 





OLtyMPIA, WaSH., March 19, 1958. 
Representative WiLpuR D. MILLs, 
House of Representatives, Washington, D.C: 


I have been asked to join several other governors in an appearance before 
your committee considering the problem of crude oil and crude oil products 
imported into this country. I regret very much that other commitments prevent 
my attendance. However, I wish to record my support in the governors’ efforts 
to limit the unrestricted import of crude into this country. 


ALBERT D. ROSELLINI, 
Governor of Washington. 


SPRINGFIELD, ILL. 
Hon. WILBur D. MILLS, 
Member of Congress, 
House Office Building, Washington, D. C.: 


I deeply regret that prior commitments prevent me from joining with Governors 
Daniel, Gary, and Simpson in their appearance before your committee during 
its consideration of the reciprocal trade agreement. While not attempting to 
comment upon the effects of this act upon the general economy, I am vitally 
interested in its effect upon the domestic petroleum industry. The records 
clearly demonstrate to me that, year after year, imported petroleum has absorbed 
a much larger and larger share of our domestic market while at the same time, 
exportation of petroleum has constantly declined. Such losses of markets for 
domestically producible oil can only adversely affect our domestic oil industry. 
A healthy and aggressive domestic industry contributes much to the general 
economy of our country and must be so maintained to supply the needs of our 
constantly expanding economy and to assure adequate supplies in time of na- 
tional emergency. I firmly believe and urge that the reciprocal trade agree- 
ment, as it is extended, be so amended as to clearly provide a means under which 
importation of petroleum shall be limited only to that which may be necessary 
to supplement and not supplant our domestic production. 

WILLIAM G. STRATTON, 


Governor of Illinois, 


Denver, Coro., March 21, 1958. 
Hon. WiLpur D. MOI1s, 
Congressman from Arkansas, 
House Office Building, 
Washington, D.C.: 


In connection with consideration of the reciprocal trade agreement by House 
Ways and Means Committee relating to petroleum imports, I believe committee 
should consider inclusion of regulatory measures in this legislation to limit 
unrestricted importation of crude oil and oil products into this country in accord 
with recommendations of the Interstate Oil Compact Commission in its June 24 
meeting at Williamsburg last year. These recommendations urged maintenance 
of the 1954 ratio to protect our national security and to avoid damaging the 
national economy. 

STEVE McNICHOLs, 
Governor of Colorado. 


HARRISBURG, PA., March 25, 1958. 
Representative WiLBuR D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives Office Building, Washington, D. C.: 

While I am in favor of the extension of the Reciprocal Trade Agreements Act 
as recommended by the President and embodied in the Mills bill, H. R. 10368, it 
must be recognized that there has been serious economic dislocation in the coal 
industry of Pennsylvania resulting in an employment decline from 185,700 in 
1947 to 74,400 in 1957. One coal community has 23 percent of its work force 
unemployed and every coal community in this State is classified as a critical 
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labor surplus area by the United States Department of Labor. Contributing to 
this postwar decline of Pennsylvania’s coal mining industry has been the in- 
creased importation of residual fuel oil from Venezuela which increased from 
54,200,000 barrels in 1947 to 162,000,000 barrels in 1957. 

Accordingly, I would recommend : 

(1) That no further increases in residual fuel oil imports from Venezuela be 


permitted at this time. 
(2) That the Eberharter trade adjustments bill, H. R. 9505, be favorably 


reported by your committee. 
(3) That the Douglas-Clark-Flood area redevelopment bill be enacted into 


law. 
Unemployment and domestic economic readjustment resulting from changing 
Federal policies call for the exercise of Federal responsibilities which have too 


long been ignored. 
GreorGE M. LEADER, 


Governor of Pennsylvania. 

Governor Dantret. Mr. Chairman and members of the committee, 
I certainly appreciate this opportunity to appear before you. I feel 
this matter has been discussed throughout the years so much and 
we have all worked so hard on the matter that it may be that this 
appearance will just be considered another appearance like we made 
throughout the years. We have through the years been warning 
what is going to happen to the country, to our economy and to the 
national security as far as oil reserves are concerned. We have been 
warning, and, here, what we have predicted has happened. 

The last time I appeared before a committee in 1955 on this subject 
we had gotten up to 18 days’ production for that particular month. 
Today we are down to 9 days’ production in our State, and it looks 
like we will have to stay that low perhaps for the rest of the year. 

I hope that what I have said may impress you that we have come 
to the point that the back of this important industry is going to be 
broken and that our country is going to be severely damaged unless 
you, the Congress, will write something into this bill to extend the 

‘rade Agreements Act that will take care of the situation. 

I hope the President will go on and act and apply mandatory 
controls as he has been asked to do, and as many Members of the 
Congress and the governors of 23 States have asked him. 

But, even if he does do so, I hope that the Congress will write 
something into this law and that you will not extend this Trade 
Agreements Act without something being written into this law that 
will require any administration, tine the complextion of it may 
be, to at least protect the national security, again reminding you that, 
even if you do that and fix it at the 1954 ratio, you are not handing 
anything particularly good to the oil industry itself. You are just 
saving it from destruction and saving the national security, because 
the 1954 ratio was the all-time high in the history of our country, and 
had our own State cut down to 16 days’ average production per month. 

Thank you very much. 

The CuHatrman. Governor Daniel, we thank you, sir, for coming 
to the committee and giving us this very fine statement. 

Are there any questions of Governor Daniel ? 

Mr. Reep. Mr. Chairman. 

The Cuarrman. Mr. Reed. 

Mr. Reep. I just want to congratulate you, Governor. I appreci- 
ate the information of the Governor in regard to the stripper wells. 
Of course, it is only a flyspeck as far as the oil production is con- 
cerned, but, after all, it is the economic backbone of one of my im- 
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portant counties in New York State. They have to apply the sec- 
ondary operations to get this oil, and it is a very high grade. But 
if those wells are closed down because of these imports, it means 
that that is going to be lost for all time, as I understand it. 

Governor Dante. That is certainly correct, and, although each well 
is only a flyspeck in the aggregate, those stripper wells amount to a 
fourth of our Nation’s production and they represent a fourth of the 
reserve in the whole country. 

Mr. Reep. Thank you very much. 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Governor, you know as well as I do that each of the 
last three Presidents—Roosevelt, Truman, and Eisenhower—has 
stated definitely and specifically that nothing in the reciprocal trade 
agreements would be permitted to injure our domestic economy and 
our domestic industries. Each of them has made that statement. 
And they have made it in order to get the doubting Thomases, in the 
House particularly, some 100 or 150 of them, to vote to extend these 
reciprocal trade agreements. They have voted that way, and not one 
of the Presidents has lived up to that statement. As you can see in 
the oil industry, they certainly have not done it. In the watch indus- 
try they certainly have not done it. Bicycles, plywood, sewing ma- 
chines, zinc and lead and a lot of other industries have been injured 
by these reciprocal trade agreements, and it is about time we were 
putting teeth in the law and saying we will not depend on any volun- 
tary programs, and we will not depend on any person’s word that no 
damage will be done. We will depend on a specific law which says 
it must not happen. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Ikard will inquire, Governor. 

Mr. Ixarp. Mr. Chairman, I would like only to say that I am very 
interested in the Governor’s statement. I think it is a very fine one. 
He indicated in his that there was a loss, I believe, of about $114 
million in revenues on account of this to our State of Texas, The 
same is genenrally true, is it not, Governor—and I am sure Governor 
Simpson will probably mention it—that all the producing States 
suffer varying amounts of revenue loss on account of this continual 
increase of imports and decrease in their production ? 

Governor Danteu. Yes, in proportion to their cutbacks. The figure 
I have there is a million and a half a day to our Texas economy, a very 
conservative figure. That is based simply on 500,000 barrels of cut- 
backs. We had that much just at the last time. We have cut back 
our production in Texas over a million barrels per day in the last 
year. 

I do not say that foreign oil imports required all the cutback, be- 
cause a year ago we were asked by the administration on account of 
the Suez controversy to increase our production a year ago. General 
Thompson and the Railroad Commission did not want to do it. They 
thought it was a mistake. 

But you will recall the how] that was made by some of the European 
countries for us to produce more oil. 

These experts realized that the market was going to be flooded and 
that Suez might not last as long as some people thought. But, any- 
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way, in compliance with the administration’s request, the allowables 
were increased, the number of days of production. So a year ago we 
had a pretty high production in Texas. 

Therefore, I am not taking this figure as the figure that is attrib- 
utable to oil imports. We cut that a half million barrels before the 
end of last year. I do say, though, that 500,000 barrels, this last cut, 
is due directly to excessive oil imports, and there is just no getting away 
from it. 

Mr. Ikarp. You anticipated my next question because I was going 
into that very point. Thank you, sir. 

The CuarrmMan. Mr. Baker will inquire, Governor Daniel. 

Mr. Baker. Governor Daniel, I have one question, but before I ask 
the question I would like to preface it with this statement for the 
record : 

That you have made a most comprehensive and excellent presenta- 
tion of a very important problem. 

Governor Danre.. Thank you, sir. 

Mr. Baxer. Do you have any idea how much revenue the United 
States of America has lost in Texas by reason of this cutback of a 
million barrels, I believe you said, in income tax and transportation 
tax on oil and so forth ? 

Governor Dante. I do not have the figures, but, as to the total 
value of oil that we would have been producing nationwide, not just 
Texas, had imports been kept in line with the 1954 ratio, the value of 
the products since 1955 would have been $759,630,000. That is at $3 
a barrel. 

It takes a little figuring to do it, but you get some idea about the 
taxes that are left. 

Mr. Baker. It would be very substantial ? 

Governor Danret. Very substantial, and the main thing about it is 
that when you cut back this much oil activity in half of the States of 
the Union that have sizable production you cut back a lot of people. 
You cut back the lease men who go out and take leases, and the abstrac- 
tors, the merchants who sell to these people, and the trucking concerns, 
the pipeline people, the laborers, and everybody is affected. That is 
why I said, I believe before you came in, Mr. Baker, that I feel defi- 
nitely that the 5 years we have had of increased oil imports and de- 
creased production of oil in this country has contributed more than 
anything else toward the recession we are in, in at least the oil-pro- 
ducing States. 

Mr. Baker. Based on your knowledge of World War IT, you think 
any of this foreign oil would get into the United States in the event 
of total war? 

Governor Dante. Yes, sir; some of it would. But there is a great 
deal of it that would not. 

According to our experience in World War II, we would have to 
rely on our domestic reserves for practically all the oil that we would 
use. We did in World War II, and I am sure we would have to do it 
again. Ithink all experts agree on that. 

Mr. Baxer. One of the most serious things about the present situa- 
tion looking toward World War II is the lack of exploration due to 
this situation ? 

Governor Dantev. That is correct, sir. 
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Mr. Baxer. That is all. 

The Cuatrman. Are there any further questions? 

If not, Governor Daniel, we thank you, sir, again for coming to the 
committee and giving us this fine statement. 

Governor Dantex. Thank you. 

The CuarrMan. Our next witness is the Governor of the State of 
Wyoming, the Honorable Milward L. Simpson. 

Governor, you are recognized. 


STATEMENT OF GOVERNOR MILWARD L. SIMPSON, 0F WYOMING 
OF WYOMING 


Governor Simpson. Thank you, Mr. Chairman and members of the 
committee. 

We look to the Governor of Texas, with his vast knowledge of this 
subject, to lead the way in this important undertaking. I just want 
to say, Mr. Chairman, that, unfortunately, I have not had the time, 
due to some circumstances beyond my control, to make a prepared 
statement. But I do have a number of telegrams supplementing the 
ones that you have that I want to get into the record, and, with the 
permission of the committee and if the time allows, I would like to 
have the opportunity of drafting a brief statement and including the 
telegrams in that statement and sending it to the committee. 

The CuatirmMan. Without objection, that material will be received 
for the record. 

Governor Stmpson. As Governor of the State of Wyoming, I am 
grateful for the opportunity of discussing with your committee the 
problem now soitihdeas the domestic oil industry in the United 
States. I have no desire to attempt to tell you what to do, but I do 
feel a responsibility to tell you something of the problem that con- 
fronts a great industry with which my State of Wyoming has great 
concern. 

I am also chairman of the Interstate Oil Compact Commission, 
which is a compact between some 32 oil-producing States and Terri- 
tories authorized and approved by Congress. As such, I have an 
opportunity and responsibility to understand the operations of the 
industry. 

There is a disturbing situation throughout the oil industry—I think 
that is the understatement of the day—which has resulted in reduction 
in the production of oil, a reduction in exploratory efforts to locate 
fields, and the reduction in the drilling of wells to develop areas 
already discovered. 

Presently I know that the demand for oil and oil products is slack, 
and I want to make myself crystal clear, that I am addressing myself 
not only to crude products but to the crude oil products in this matter. 

I believe this situation to be harmful to the best interests of the 
United States, and believe that it has a direct relationship to the 
security of our Nation. I am quite sure that the problem now con- 
fronting our industry does not come entirely from any one cause, and 
I might say here that the Government itself has been derelict with 
respect to its purchase of crude oil and crude oil products. It is not 
supporting the basic consideration involved in the voluntary oil 
import program itself. 
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The fact of the matter is that the Government is procuring its sub- 
stantial requirements of petroleum products, rather than from do- 
mestic sources, from foreign refineries, and purchasing it in foreign 
markets, and [ allude to the recent purchase by the Department of 
Defense of some 16 million barrels of finished products from the 
Carribbean. 

The supply of petroleum is excessive and is the immediate and 
basic difficulty underlying the whole program confronting our indus- 
try. This excess supply comes not only from the lessening consump- 
tion of products, but the reduction of the production of oil lags some- 
what behind reduction in demand. Also, imports of oil have contin- 
ued at excessive rates for a long period of time. 

The problem of improved market demand can best be solved by 
an upturn in our national economy; but I must, in all candor, say, 
Mr. Chairman and members of the committee, that when the Cabinet 
Committee refuses to come up with any plan, refuses to come clean 
with any recommendation, or to give us a plan upon which we can 
work, it does what the oil industry has had a habit of doing—putting 
ourselves behind the eight ball. 

The problem of excessive production is one for the industry itself, 
and challenges the effectiveness of our conservation program which 
we have in these various States and which is needle by the laws of 
our various States in which our oil is produced. 

The problem of restricting the importation of oil to conform more 
nearly with the trend of consumption and of production within the 
United States is a problem which can be dealt with only by the 
Federal Government. The mere fact that the solution of this problem 
is divisible and that there are a number of responsibilities does not 
lessen the need for each segment of the industry and our Govern- 
ment, on which rests this duty, to take the action for which it has 
the proper authority. 

It is true that in March 1957, we were exporting oil to meet the 
demand of the western European countries which resulted from the 
loss of Middle East oil through the closing of the Suez Canal and the 
destruction of the Syrian pipeline. I believe implicitly, as undoubt- 
edly this committee does, that we have a stake in containing com- 
munism in the Middle East, and that oil plays an important part be- 
cause of the vast reserves there. I allude to the interrogation of a 
member of your committee a moment ago when he asked how much 
of it would get in if communists prevailed there. And I should say 
perhaps our neighboring countries in this area would be the only ones 
we could expect any imports from in that contingency. 

However, currently the overall problem with reference to this cut- 
back in the United States has been reduced to below normal. In prac- 
tically all of our States the regulatory authorities have recognized 
the necessity of substantial reduction of production of oil in order to 
further conservation and avoid waste. 

Avoiding waste, to conserve our oil is the responsibility of the in- 
dustry and the State. 

The restriction of imports is peculiarly in the province of the Fed- 
eral Government, and, as I said before, under the Buy American Act 
certainly the Federal Government itself should pay court to the volun- 
tary program through its Defense Department, which it has stead- 
fastly refused to do, and vast quantities of oil have been purchased 
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outside of our boundaries, in contravention of the usefulness of our 
own industry. 

This is the problem that I hope that your committee may give heed 
to and provide such solution as is appropriate to the end that we may 
avoid the waste of this extremely important product and, at the same 
time, avoid the extension of our dependence upon outside resources 
for our essential requirements, 

What the solution would be is a legislative problem within the 
province of Congress. I sincerely hope that you find means of pro- 
viding a solution. 

I was one of the 32 governors who, on the 26th day of June 1957, 
urged upon the President the necessity to reduce oil imports to con- 
form to the relationship existing in 1954. I believe that that limita- 
tion 1s necessary. 

I had hoped, Mr. Chairman and members of the committee, that the 
voluntary control program could effectuate this limitation and, thus, 
implement the thinking of the Government. I still retain a forlorn 
hope that it could be done with forcefulness by the executive branch 
and the National Cabinet Committee. Otherwise, the answer lies 
here. 

I think, if the committee will indulge me in this observation, that 
out in Wyoming, where 51.6 percent our land is owned by the Federal 
Government, we abhor furtherance of Federal control, and, naturally, 
the industry in Wyoming is most apprehensive of legislation—not the 
type of legislation, if the chairman please, but the enforcement of 
those regulations by the enforcing officers after the law is in effect. 
So, naturally, we have some trepidation about the legislative and 
mandatory control. And, yet, by the same token, we would be other 
than truthful if we did not observe that we are standing by the other 
States. 

The problems in each of the States are different, Mr. Chairman. 
Wyoming’s problem presently is not in a bad state at all. Even em- 
ployment in the industry is up. But the situation is such that they 
are beginning to cut back on exploratory work, and we must not be 
unmindful of the fact that in Wyoming, Utah, and Colorado espe- 
cially there are vast deposits of oil shale in which we have reserves 
that far exceed the total production today in the State of Wyoming. 
And, added to that, there are tar sands now being walisad all of 
which adds to the domestic production. 

These are just some of the matters that I would like to enlarge upon 
in a general statement, and I am most grateful for the opportunity 
of appearing before your committee. 

The Cuarrman. Governor Simpson, we thank you also for appear- 
ing before the committee and making a very fine statement. 

Are there any questions of Governor Simpson ? 

If not, we thank you again, sir, for coming to the committee. 

As announced earlier, the Governor of the State of Oklahoma, the 
Honorable Raymond Gary, has been delayed en route to Washington, 
and he will be scheduled fdter in the hearings if he does arrive. 

Governor Stmpson. Mr. Chairman, might I interrupt to give the 
names of these people. I want to say that the telegrams I have come 
from Governor Mechem of New Mexico, Governor Docking of Kan- 
sas, Governor Timmerman of South Carolina, Governor Davis of 
North Dakota, Governor Russell of Nevada, Governor Handley of In- 
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diana, Governor Blair of Missouri, Governor Clement of Tennessee, 
Governor Smylie of Idaho, Governor Stratton of Illinois. And I 
think I have one or two more in my office that come in since my 
departure. 

(The material referred to follows :) 


SANTA Fe, N. Mex., March 20, 1958. 
Hon. Mitwakgp SIMPSON, 
Mayflower Hotel: 

Wired Congressman Mills I was in full support of Price Daniel’s position on 
imports. General Thompson has new information but we don’t have it at hand. 
Certainly mandatory cuts are in order. Everyone else is cutting so imports 
should follow suit. Only 18 percent of Venezuela’s exports come to us. If you 
have opening would like word said on my behalf in support of Harris bill. Our 
exploration is down because of FPC regulations. Existing wells are being 
drawn on drastically creating drainage problem. No producer wants to com- 
mit to pipeline in interstate commerce. Inevitable result will be increase in 
prices caused by short supply. When does FPC start to fix price of coal at 
adit shipped in interstate commerce? If we are to be stupid and socialized, 
Suggest we adopt a position of uniformity. I am disgusted with governors 


conference program. 
E. L. MEcHEM. 


FRANKFORT, Ky., March 20, 1958. 
Hon. Mitwarp L. SIMPSON, 
Chairman, Interstate Oil Compact Commission and Governor of Wyoming, 
Cheyenne, Wyo.: 

I regret due to the legislature of my State being in session I am unable to 
appear with you and Governors Daniel and Gary before the Ways and Means 
Committee as I indicated at the governors conference in Williamsburg, Va. 
I, too, oppose the present situation as it relates to the importation of petroleum. 
It is my belief that regulations regarding such imports should be promulgated 
and enforced. I would urge the passage of legislation by the Federal Congress 
restricting the importation of crude oil and its products into this country. I 
deem it necessary that an exhaustive study be made not only with the thought of 
utilizing the resources of this country but keeping ever in mind that this vital 
resource must not be diverted to the use and comfort of our potential enemies. 

A. B. CHANDLER, Governor. 


ATLANTA, GA., March 17, 1958. 
Gov. MILwarp L. SIMPSON, 
Governor of Wyoming, Cheyenne, Wyo.: 

Reurtel have just wired Congressman Wilbur D. Mills as follows: 

“Regret that I cannot appear before the House Ways and Means Committee 
considering the reciprocal trade agreement on March 20, 1958, along with other 
governors. However I would like to go on record as stating that some legis- 
lation is necessary to limit the unrestricted importation of crude oil and prod- 


ucts into this country.” 
MARVIN GRIFFIN, Governor. 


DENVER, CoLo., March 21, 1958. 
Hon. MILWARD SIMPSON, 
Governor of Wyoming, 
State Capitol, Cheyenne, Wyo.: 

I have today sent the following telegram to Congressman Wilbur D. Mills: 

“In connection with consideration of the reciprocal trade agreement by House 
Ways and Means Committee relating to petroleum imports, I believe commit- 
tee should consider inclusion of regulatory measures in this legislation to limit 
unrestricted importation of crude oil and oil products into this country in ac- 
cord with recommendations of the Interstate Oil Compact Commission in this 
June 24 meeting at Williamsburg last year. These recommendations urged 
maintenance of the 1954 ratio to protect our national security and to avoid 


damaging the national economy. 
STEVE McNICHOLs, Governor of Colorado. 
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Des MOoINnEs, Iowa, March 18, 1958. 
MILWARD L. SIMPSON, 
Governor of Wyoming, 
Cheyenne, Wyo.: 

Regret that other commitments precludes the possibility of my appearing with 
you before the House Ways and Means Committee on March 20. I would sup- 
port such regulations of oil imports and would be consistent with sound con- 
servation program in this country and with the long run international interest 
of the United States in the economic and political stability of countries from 
which petroleum imports are now received. 

HERSCHELL C. LOVELESS, Governor of Iowa. 


TopeKA, Kans, March 14, 1958. 
Gov. MILWARD L. SIMPSON, 
Cheyenne, Wyo.: 

It is impossible for me to appear with you on the 20th at the hearing in Wash- 
ington. I have wired the President and all our State Senators and Representa- 
tives protesting imports of oil. Also wired Governor Daniel of Texas authorizing 
him to represent me at this hearing. I will wire Wilbur D. Mills, who is chairman 
of committee you appear before urging him to consider the necessity of curtailing 
imports. 

GEORGE DOCKING, Governor of Kansas. 


Carson Ciry, NEv., March 13, 1958. 
Hon. Mrtwarp L. SIMPSON 
Governor of Wyoming, State Capital, Cheyenne, Wyo.: 
Have wired Gov. Price Daniel to add my name on joint telegram urging Presi- 
dent to restrict oil imports to 1954 ratio to aid present economy of oil industry. 


CHARLES H. RUSSELL, Governor of Nevada, 


INDIANAPOLIS, IND., March 14, 1958. 
Hon. MILwarp L. SIMPSON, 
Governor of Wyoming, Cheyenne, Wyo.: 
I have this day authorized the use of my name on telegram being sent by 
Governor Daniel of Texas to President Eisenhower. 
I regret that I will be unable to appear with your group on March 20 as im- 
portant business keeps mein this State. Kindest regards. 


HAROLD W. HANDLEY, Governor of Indiana. 


JEFFERSON City, Mo., March 13, 1958. 
Hon. MILWarp L. SIMPSON, 
Governor of the State of Wyoming, Cheyenne, Wyo.: 

Because of special session of legislature, cannot appear with you on the 20th. 
Am wiring Congressman Mills today, as follows: “I firmly believe that legislation 
should be enacted to limit or restrict the importation of crude oil into the United 
States as it is seriously endangering the economy in the coal and oil producing 
States.” 

JAMES T. BLatR, JR., Governor of Missouri. 


NASHVILLE, TENN., March 13, 1958. 
Hon. MiInwarp L. SIMPSON, 
Governor of Wyoming, Cheyenne, Wyo.: 
In your appearance before the committee, you have my permission to state 
that the statement in which I joined at Williamsburg still represents my feeling. 
FRANK G. CLEMENT. 


Boise, IpAno, March 13, 1958. 
Hon. MILwarp L. SIMPSON, 
Governor of Wyoming, Cheyenne, Wyo.: 

Re your wire from Oklahoma City concerning oil imports and your appearance 
before Ways and Means Committee 1 am happy to join with you in your repre- 
sentations to committee and will be most happy to reiterate the sentiments 
expressed in our wire to President Eisenhower from Williamsburg. 


Rosert E. Smy Lie, Governor of Idaho. 
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SPRINGFIELD, ILt., March 13, 1958. 
Hon. Mirwarp L. Simpson, 


Governor of Wyoming, Cheyenne, Wyo.: 


Regret cannot appear before Ways and Means Committee on March 20 re- 
garding oil imports. Will make my views known to Congressman Mills. Look- 
ing forward to seeing you next month at compact meeting in Chicago. Kind 
regards. 


WILLIAM G. STRATTON, Governor of Illinois. 


AusTIN, Tex., March 12, 1958. 
MILWARD L. SIMPSON, 
Governor of Wyoming, Cheyenne, Wyo.: 


On June 24, 1957, at the national governors’ conference you joined with 32 
governors in a telegram to the President urging that he restrict foreign oil 
imports to the 1954 ratio as recommended by his cabinet committee as necessary 
to protect the national security. Immediately thereafter the President inaugu- 
rated a voluntary imports-control program which has completely failed to main- 
tain the 1954 ratio. Today foreign oil imports are higher than ever and are 
seriously damaging the economy of the coal and oil producing States and con- 
tributing toward unemployment and recession. Please advise by return wire 
if I may add your name on a joint telegram from governors to the President 
ealling his attention to our telegram of June 24 and urging him once again to 
take the action heretofore requested in our message sent from the governors’ 
conference. Best regards. 

PricE DANIEL, Governor of Texas. 


The Cuatrman. Thank you again, Governor Simpson. 

Our next witness is our colleague, the Honorable Ed Edmondson 
of Oklahoma. 

Mr. Edmondson, what is your congressional district in the State 
of Oklahoma ? 


STATEMENT OF REPRESENTATIVE ED EDMONDSON, OF OKLAHOMA 


Mr. Epmonpson. Sixth District of Oklahoma. 

The CuarrmMan. You are recognized, sir. 

Mr. Epmonpson. Mr. Chairman, in the first place let me make 
apologies for our Governor who certainly would be here if a blizzard 
were not preventing the landing of his airplane at this time. But I 
am sure he will appear before the committee, with its indulgence, at 
an early date, and will have interesting information concerning the 
oil picture for this committee. 

Mr. Sapiaxk. I would like to add that the Governor has a very fine 
representative in the gentleman who is appearing before the com- 
mittee at this time. 

Mr. Epmonpson. I thank you. 

The Cuarrman. Not only the Governor but the very fine people of 
the State of Oklahoma, I am sure, are proud of the fine service that 
our colleague, Mr. Edmondson, is rendering to the people of Okla- 
homa and to the Nation. 

Mr. Epmonpson. I thank my good friends from Connecticut and 
Arkansas. 

The opportunity to appear before this distinguished committee, Mr. 
Chairman, and to discuss a matter of life-and-death importance to 
many Oklahoma people, is deeply appreciated. 
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In Oklahoma and, I believe, throughout the Nation there are many 
people who believe that the reciprocal trade program now stands at a 
crossroads in its history. 

However splendid and fine the purposes of this program are—and I 
happen to be one who believes those purposes are splendid and fine— 
it cannot hope to survive without the support of the American people. 

As one with special cause to be sensitive to the state of public opinion 
on this question in his own district, I can assure this committee that 
reciprocal trade has lost a great deal of support among the people of 
Oklahoma in recent years. 

It has lost this support because of the way in which the program 
has been administered: with steadily increasing regard for the view- 
point and the interest of the foreign producer ; with steadily increasing 
emphasis upon the recommendations and objectiv es of the Department 
of State; with steadily reduced concern for the welfare and prosperity 
of American industries that receive the full brunt of trade concessions 
under the program; and with steadily reduced concern for the clear 
provisions and plain objectives of the statutory provisions designed to 
protect our own industry and our own workmen. 

Let me call to this committee’s attention once again the undisputed 
history of the so-called escape-clause provision, since it became a part 
of the law in the Extension Act of 1951. Prior to that time there was 
an executive escapeclause. In 1951 we wrote it into the law. 

Since the 1951 act there have been 22 cases in which the Tariff Com- 
mission decided in favor of escape action, and so recommended to the 
President. 

All of these 22 cases represented situations in which the majority 
of the Commission found, after due investigation, that an American 
industry was suffering serious injury, or was threatened by serious 
injury as a result of increased quantities of imports of products the 
subject of trade agreement concessions. 

The disappointing record of action on these 22 cases has grown more 
and more disappointing with the passing years. 

During the administration of President Truman there was action 
on 4 recommendations in favor of escape action—and the President in- 
voked the escape clause in 2 of the 4. 

American industry was batting .500 in the Truman administration, 
and the two cases in which the President followed the Commission 
recommendations were unanimous decisions of the Commission. 

Since the Eisenhower administration took over, that percentage has 
gone downhill. 

Out of 18 recommendations for escape-clause action, the President 
has followed the Tariff Commission majority view in only 6 cases— 
for an American industry batting average of .333. 

What is even harder to understand has been the action of President 
Fisenhower in handling unanimous recommendations of the Tariff 
Commission. 

There have been 8 of these unanimous recommendations on which the 
President has taken action, and in only two of these cases has Presi- 
dent Eisenhower followed the unanimous recommendation of the 
Tariff Commission. That is a batting average of .250 for American 
industry in cases on which the Tariff Commission has been 100 percent 
in agreement on the need for relief for American industry. 

Mr. Chairman, I respectfully submit that American industry 1 
entitled to at least an even break with foreign industry in the a 
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sions of the American Government. That even break is not being 
given in the administration of this law today, and I believe the pa- 
tience of American industry and the American people is nearing 
the breaking point with respect to this law. 

What: has been the effect of the law’s maladministration in terms 
of imported products and our own domestic market ¢ 

In Oklahoma we are feeling the severe impact of a steadily mount- 
ing flood of foreign products which are closing down our own produc- 
tion and throwing large numbers of Oklahoma people into unem- 
ployment. 

The Governor of our State will tell you about the oil import situ- 
ation, and what is happening to Oklahoma oil production, employ- 
ment, and tax revenue as a direct result of that situation. 

I might state at this point that my own observation on this question 
is that the Oklahoma situation is on all fours with conditions de- 
scribed a few moments ago by the Governor of Texas. We also have 
had substantial cuts in our oil allowables, and we also have seen 
dozens and dozens of drilling rigs that normally are in operation 
and exploration shut down and set to one side with men thrown out 
of work as a result. 

In the district which I represent that not only means reduced 
employment and reduced oil company income, but it also means that 
thousands of people who have income from their mineral interests 
are having to get along on reduced income. 

That means that they are able to buy less at the corner store, and 
the effect is already being felt in the automobile factories of Detroit, 
the garment and clothing factories of New York, and the farm appli- 
ance factories of Illinois. 

The rising flood of foreign imports is making itself felt in our 
glass factories, our lead and zine mines, our mills, and our smelters. 

The case of lead and zinc is a classic case of import damage to a 
domestic industry that employs thousands of American people, and 
it is also a classic case of administration failure to afford the relief 
that the Tariff Commission recommends, and the law intends. 

During the last 3 years we have seen the imports of lead increase 
from 453,000 short tons in 1955 to 487,000 short tons in 1956, to an 
estimated total of 505,000 short tons in 1957. The share of American 
lead consumption taken over by foreign imports has gone up from 37 
percent in 1955, to 40 percent in 1956, to 43.6 percent in 1957. 

Tn the case of zinc, the figures are even more depressing. 

Total imports have gone up from 603,000 short tons in 1955 to 
731,000 short tons in 1956, to 745,000 short tons in 1957. 

The share of our domestic consumption taken over by foreign im- 
ports has gone from 43 percent in 1955 to 61 percent in 1956, and on 
up to 74 percent in 1957. 

Tn 1951 foreign zine accounted for only 25 percent of our domestic 
consumption. 

In only 6 years it has taken over nearly three-fourths of the 
American market. 

It is small wonder that thousands of American lead and zine miners 
are today out of work, with mines and mills shut down in all parts 
of the country. 

And lead and zinc, gentlemen, are not the products of a few States, 
but are a substantial industry in 20 of the 48 States in the Union. 
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It is old history to this committee, of course, that the Tariff Com- 
mission made a unanimous finding in favor of escape-clause relief for 
the lead and zinc industry on May 21, 1954. It is also old history that 
the President elected to decline this recommendation in 1954. 

Today we are waiting for another decision of the Tariff Commission 
in another escape-clause action which the lead and zinc industry has 
brought, in very large part as a result of the failure of the House, in 
the last session of the Courant: to take legislative action in the case 
of this industry. 

Mr. Chairman, I hope this committee will wait for this Tariff Com- 
mission decision, and for the action of the President upon it, before 
asking the House of Representatives to vote on extension of reciprocal 
trade. 

I hope this committee will also delay its action on this program until 
the President has acted or made it clear that he will not act in the case 
of the oil industry and some of the other heavily impacted American 
industries. 

If relief for these industries cannot be obtained under existing law, 
Mr. Chairman, then we have a responsibility as Members of Congress 
to see that the law is changed. 

We have a responsibility, Mr. Chairman, to see that American in- 
dustry gets at least an even break in the administration of a program 
that is supposed to be reciprocal. We have an obligation to see that an 
eacape clause is not a blind alley in 3 cases out of 4. 

We have an obligation to see that this program is fair and just in 
its administration so that large segments of our American people are 
not penalized by its implementation. We have an obligation to see 
that the program retains the confidence and the trust of our people, 
on which all democratic programs must depend. 

If we cannot do these things, there is either something wrong with 
the program or there is something wrong with us. 

Mr. Chairman, I would like to ask the permission of the committee, 
if I may have it, at this time to file, at this point in the record, a one- 
page statement of my colleague from Oklahoma, the Honorable John 
Jarman. 

The CHarrmMan. Without objection, that will be included in the 
record. 

(The statement referred to follows:) 


STATEMENT OF REPRESENTATIVE JOHN JARMAN, OF OKLAHOMA 


Mr. Chairman, this committee has heard in great detail from several able 
witnesses how seriously oil importation has affected and is affecting the do- 
mestic petroleum industry. I will not burden the record by repetition except 
to further emphasize the real and impending danger that this continued flood 
of foreign oil represents to our national security. However, I would like to 
call this committee’s attention to the petroleum-purchasing policies of executive 
departments in face of the industry crisis described by numerous witnesses and 
despite the expressed terms of the Buy American Act. 

The conduct of these departments has certainly contributed to the present 
depression within the industry. The Defense Department procured 33 percent 
of its petroleum from foreign sources in 1957. This amounted to 2.9 percent of 
American production, an amount closely approximating the total reduction in 
imports worked for by the President’s Committee. The purchase of this 240 
million barrels of products has had the same drastic effect as the importation 
of crude oil and contributed just as much to the depressed condition of the 
industry. 
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There is absolutely no shortage of these products in the United States and, 
surely, the public interest cannot be served by purchase from refiners paying 
no school, city, county, State, or Federal taxes. If the 90 million barrels 
purchased annually by the Government had been procured in the United States, 
in 1957 $300 million would have been in the hands of Americans for wages, 
materials, and local, State and Federal taxes. 

Such conduct by an integral part of our Federal Government in spite of 
the resulting damage to our national security adds greater and further emphasis 
to the need for action by this great committee and the Congress when renewing 
the Trade Agreements Extension Act. 


Mr. Epmonpson. I would like also, if I may, to file for the record 
a telegram from the chairman of the State legislative council of 
Oklahoma on the question of policy on importation of foreign oil. 

The Cuarrman. Without Rioction. that will be received for the 
record. 

(The telegram referred to follows:) 


OKLAHOMA City, OKLA., February 26, 1958. 
Congressman Ep EpmMonpson, 
House of Representatives, Washington, D. C.: 

Re oil imports oil and gas committee State legislative council in session 
February 25, 1958, Bristow, Okla., unanimously adopted resolution opposing 
present policy on importation of foreign oil. President and Congress urged to 
take all action possible to reduce imports at least to 1954 level. Committee 
urges that you oppose extension of reciprocal trade agreements until domestic 
oil industry protected to minimize crippling effects of importation on economy 
of oil-producing States. Text of resolution follows airmail. 

Representative WiLLIAM K. SHIBLEY, 
Chairman. 
By Jack A. RHOopEs, 
Director, State Legislative Council. 


Mr. Epmonpson. I would like further, if I may, to file for the 
record a half-page letter from a Henryetta, Okla., businessman, Mr. 
L. M. Kilgore, which is typical of Samdesile which have been received 
in my office on the subject of the lead and zinc situation in Oklahoma. 

The CHamman. Without objection, that will be included in the 
record. 

(The letter referred to follows :) 

KILGORE FURNITURE Co., 
Henryetta, Okla., February 24, 1958. 
Congressman EDMONDSON, 
Washington, D.C. 


Dear Mr. EpMoNDSON: I live in Henryetta and am a Henryetta businessman. 
Most all of the citizens of Henryetta are out of employment, due to shutdowns 
of our plants. 

Our Eagle Picher smelter has closed, there are layoffs at our glass plant, this 
means hundreds are out of work. Conditions in Henryetta are getting critical. 

We, the people of Henryetta, are looking to you for help. Please do not pass 
the reciprocal act. Please put tariffs and quotas on zinc and glass. 

We are asking you to help us, please do not let us down. 

Yours very truly, 
L. M. KILgore. 


Mr. Epmonpson. I would like also to file for the files of the com- 
mittee, rather than for the record, an article appearing in the Miami 
News-Record of February 25, 1958, and an editorial appearing in the 
Osage County News of March 14, 1958, which also bear on this same 
question. 

The Cuarrman. Without objection, that material will be received 
by the committee for its files. 

Mr. Epmonpson. I thank you. 
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The Cuarrman. We thank you, Mr. Edmondson, for coming to the 
committee and giving us the benefit of your views on this matter. 

Are there any questions? 

Mr. Mason. Mr. Chairman. 

The Crarrman. Mr. Mason. 

Mr. Mason. Congressman, in my opinion, you have put your finger 
right on the sore spot in connection with reciprocal trade agreements. 
At least 90 to 95 percent of our trouble has been in the maladminis- 
tration of the program, not in the objectives of the program, and 
until we can get definite assurance that that maladministration will 
be ended and our domestic industry will be protected, I hope the House 
will not vote an extension of this Trade Agreements Act. 

The Cuarrman. Mr. Baker will inquire, Mr. Edmondson. 

Mr. Baker. I simply want to compliment Congressman Edmondson 
for both an excellent presentation and a very fine bipartisan state- 
ment. 

Mr. Epmonpson. I thank my friend from Tennessee. 

The CuarrmMan. Are there any further questions ? 

Mr. Curtis will inquire. 

Mr. Curtis. In line with the question Mr. Mason asked, the gen- 
tleman from Oklahoma did not answer. I do not know whether he 
was in accord with that philosophy or not. 

Mr. Epmonpson. I certainly hope that we can see that this legis- 
lation is improved with reference to the escape-clause provisions. 

Mr. Curtis. Yes, because I would pose this question : 

If the trade agreements extension were not passed, the peril point 
mechanism goes out the window and you are left with the trade agree- 
ments that have already been enacted. Is that not about right? 

Mr. Epmonpson. I believe that would be the situation that would 
confront us, at least with reference to statutory provisions. 

Mr. Curtis. I think some thought ought to be given to that by a 
few people appearing in opposition to the measure. 

Mr. Epmonpson. Thank you, gentlemen. 

The Cuarrman. Mr. Harrison. 

Mr. Harrison. Mr. Chairman, I just wanted to commend the dis- 
tinguished witness for the brevity, clarity, paucity, and sincerity of 
his presentation. 

I do hope, as one member of this committee, that when the time 
comes to consider amendments to this measure I may have the benefit 
of the counsel and wisdom of our distinguished colleague from Okla- 
homa. 

Mr. Epmonpson. I appreciate those words, and will appreciate that 
opportunity,too. Thank you, sir. ; 

Mr. Krocu (presiding). We thank you very much, Representative 
Edmondson. 

Mr. Epmonpson. Thank you, Mr. Chairman. 

Mr. Kerocu. Our next witness is Mr. William J. Erwin, chairman 
of the foreign trade committee, American Cotton Manufacturers In- 
stitute, Washington, D.C. 

Mr. Erwin, will you please identify yourself and your associates 
for the record ? 
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STATEMENT OF WILLIAM J. ERWIN, CHAIRMAN, FOREIGN TRADE 
COMMITTEE; ACCOMPANIED BY R. BUFORD BRANDIS, CHIEF 
ECONOMIST, THE AMERICAN COTTON MANUFACTURERS INSTI- 
TUTE, WASHINGTON, D. C.; AND DAN DANIEL, ASSISTANT TO 
PRESIDENT, DAN RIVER MILLS, DANVILLE, VA. 


Mr. Erwin. Mr. Chairman and members of the committee, my name 
is William J. Erwin. I live in Danville, Va., where I am president of 
Dan River Mills. 

Mr. Harrison. Mr. Chairman, may I suggest that this witness 
identify the gentlemen who are appearing with him? 

Mr. Erwin. On my right is Dan Daniel, assistant to the president 
of Dan River Mills, and formerly national commander of the Ameri- 
can Legion. On my left is Dr. Buford Brandis, chief economist of 
the American Cotton Manufacturers Institute. 

Mr. Harrison. Mr. Chairman, I would like to say, without any 
depreciation of the good doctor, that we have two very unusually 
distinguished Virginians appearing before us this morning in Mr. 
Erwin, president of Dan River Mills, and Mr. Dan Daniel, who last 
year was commander of the American Legion. I would just like to 
express those words. I want to commend the good doctor also. 

Mr. Erwin. Thank you. 

Mr. Krocu. The committee has allotted you 20 minutes, and, in 
view of the relatively heavy schedule, it is our hope that you will be 
able to complete your statement in that time. 

Mr. Erwin. Mr. Chairman, I will not consume 20 minutes. 

I appear before you today on behalf of the American Cotton Manu- 
facturers Institute, of whose foreign trade committee I am chairman. 

The American Cotton Manufacturers Institute, now consolidated 
with the National Federation of Textiles, represents some 80 percent 
of all the spindles and looms processing cotton and manmade fibers in 
the United States. 

Geographically, our hundreds of member companies are concen- 
trated in the great textile-producing arc swinging from Maine through 
Texas. The textile mill products industry, of which the ACMI con- 
stitutes the largest single segment, employs almost exactly 1 million 
people currently. 

Furthermore, our member mills together constitute the largest 
single customer of the United States cotton farmer, and one of the 
largest customers of the United States chemical industry. We pur- 
chase about $2 billion worth of materials annually from the chemical 
industry, of which about three-quarters represents manmade fibers. 

Clearly, the textile industry is a major factor in the economic ac- 
tivity of the United States economy. It is also a key element in our 
national security. More than 10,000 different types of textile items 
were required by the Armed Forces of the United States in World War 
II. 

The most compelling problem facing all of us today is the level of 
the Nation’s economy. Ina recession that has struck more deeply than 
any previous downward adjustment since the end of World War II, 
the pressing need is to reverse the trend of business. 

Long range, our greatest strength is a growing, expanding economy. 
It is the bulwark of our position in the free world, the source of our 
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ability to help provide muscle for friendly nations. It is also the 
bulwark in our struggle with Russia. Without it, we could scarcely 
compete very long in the space age. 

The Trade Agreements Act as now administered and as contem- 
plated in H. R. 10368 works against the need for a vital, expanding 
economy in textiles, a basic industry and one of the Nation’s largest. 

In 1955, existing textile duties were too low to prevent an increase 
in imports from the newly modernized textile industries in other coun- 
tries. This was apparent to our textile industry, but nevertheless, 
duties on cotton textiles were cut an average of 25 percent, and as 
much as 50 percent. This set off a floodtide of imports. 

The plight of the textile industry can be stated simply by asking a 
question: If you were a textile manufacturer in the United States, 
how would you compete pricewise with a manufacturer, say in Japan, 
who (1) purchased his cotton at a price about 20 percent below what 
you paid; (2) paid his labor about one-tenth what you paid; (3) uti- 

ized modern machinery just as efficient as yours which your Govern- 

ment had helped to provide by using your tax money; (4) employed 
modern management techniques and know-how that you had helped 
to supply ? 

The answer is that you could not compete. Yet this is precisely 
the position of our cotton textile industry. 

It should be stated here that all the problems of our industry do not 
stem from the operation of the Trade Agreements Act, nor from the 
operation of other Federal legislation. At the same time, it must be 
emphasized that the administration of our reciprocal trade program 
has grievously added to the burdens of our domestic industry. 

As originally conceived, the Reciprocal Trade Act had the prime 

urpose of stimulating United States export trade on the basis of 
biteherel pacts with other nations. In fact, it is our observation that 
after a quarter-century of the trade agreements program, export 
markets for United States textiles are constantly being restricted by 
overseas government actions. This alone is a matter of great con- 
cern. 

Unfortunately, it has been accompanied by the opening of our 
markets to the products of foreign textile manufacturers, a develop- 
ment most pronounced in recent years. 

In theory, the prevention of excessive imports is assured by the 
peril-point procedure, the escape-clause procedure, and in the case of 
cotton textiles, by section 22 of the Agricultural Adjustment Act. 

In practice there seems to be virtually no situation in which relief 
can be obtained. Certainly this has been our experience. It must 
necessarily influence our appraisal of the new foreign trade pro- 
posals. 

The March 1957 report of your Subcommittee on Customs, Tariff, 
and Reciprocal Trade Agreements points out: 

Section 22 of the Agricultural Adjustment Act provides that when the Presi- 
dent determines that imports are materially interfering or are practically certain 
to interfere materially with any domestic agricultural program operated by the 


Department of Agriculture, he shall impose such additional fees or import 
quotas as he determines are necessary to prevent such interference. 


It adds: 


Section 22 applies not only to the agricultural commodities but to manufactured 
articles processed therefrom. 


Back in 1955, when the tariff rates on many cotton textile items 
were reduced by amounts varying up to 50 percent, ACMI formally 
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petitioned the Secretary of Agriculture to institute proceedings under 
section 22. We hoped this would lead to the imposition of import 
quotas on cotton products paralleling the import quotas on raw cotton 
imposed in 1939. We felt we had as an industry been patient for 16 
years and that section 22 meant what it said. 

We did not then, and had not in the past, opposed the section 22 
quotas on raw cotton, recognizing that, free- trade theory to the con- 
trary, they were essential to the administration of the agricultural 
price-support program established by the Congress. 

How far did we get with this application to the Secretary of Agri- 
culture? Exactly nowhere. We had a letter from the Under Secre- 
tary a few weeks later saying in effect that the Department of Agri- 
culture had concluded that import quotas on cotton products were “not 
needed. 

At that time the Department’s own published figures indicated that 
cotton textile imports, measured by their raw cotton equivalent, were 
already 4 times the amount of the raw cotton import quota, 29,000 
bales, on American upland types, these types account for the vast 
majority of our production. 

We reasoned that if the Department had found that more than 
29,000 bales of cotton in raw form would imperil its program, surely 
four times that amount in manufactured form was a threat that “was 
practically certain to interfere materially with any domestic agri- 
cultural program * * *” Apparently we were mistaken in our reason- 
ing, but we frankly feel the explanation lies elsewhere. 

The General Agreement on Tariffs and Trade, never approved by 
the Congress, commits the United States to report annually to the 
progress -made in eliminating existing import quotas under section 22. 
It is understandably embarrassing for the United States representa- 
tives to explain to GATT the imposition of a new quota after deline- 
ating the progress made in eliminating existing ones. But embarras- 
ing or not, we believe that conformance with the clear intent of legis- 
lation approved by the Congress must come before commitments made 
under GATT. 

There is a postscript to this story which underlines emphatically the 
unresolved conflict between this country’s agricultural policies on the 
one hand and its foreign trade policies on the other. The unwilling 
captive victims of this conflict are the United States industries which 
process : affected agricultural commodities. 

Since August 1, 1956, the United States Government has been sell- 
ing United States Government-owned raw cotton, acquired under the 
price-support program, in the export trade at prices axeraging 20 
percent below the prices charged the American mills for American 
cotton from the identical source. 

Yet there is no offsetting excise tax on the cotton manufactures 
coming back into this market made from that lower priced cotton, 
nor is there any import quota upon those products. To compound the 
problem, the tariff rates on many of these cotton products were re- 
duced effective September 10, 1955, under the trade-agreements pro- 
gram by amounts varying up to 50 percent. 

Our most recent industry wide experience with peril-point proced- 
ure occurred in the fall of 1954 in preparation for the 1955 trade 
negotiations under GATT. At that time, imports of cotton textiles 
from Japan were beginning their postwar rise; the general United 
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States economy was in a recession; textile prices, however, were 
depressed. 

Sven so, it was being demonstrated on an increasing scale that the 
Japanese were able to place comparable quality cloth in the United 
States market over the then existing tariff wall and sell it below the 
then existing depressed textile price level. Nevertheless, peril points 
were Acadettinad negotiations proceeded under GATT; and drastic 
tariff reductions resulted in September of that year, despite a rapid 
upward trend in imports. 

We in the industry do not know what the peril points determined 
by the Tariff Commission were because that information is never made 
public. We do know that the peril points determined by the Commis- 
sion were not breached because if they had been the President would 
have had to announce that fact. This he never did. 

As the industry knew, and as the subsequent event proved, the pre- 
1955 tariff rates were too low. The peril points had already been 
breached in effect by the cost inflation in the United States coupled 
with the postwar rebuilding and modernization of the Japanese textile 
industry. 

We believe from this experience that the present act’s peril-point 
provisions are grossly inadequate. Among other things, the inade- 
zener stems from a lack of meaningful criteria laid down by Congress 

or the Commission to follow in the determination of peril points. 

The escape-clause experience of this industry grew out of the 1955 
tariff reductions. There are three pertinent cases: Velveteens, ging- 
hams, and print-cloth pillowcases. In the latter case the Commission, 
by a 3-to-2 vote, found against the petitioners. The gingham manu- 
facturers withdrew their escape-clause action in early 1957 after the 
Japanese Government announced its voluntary export-control pro- 
gram on shipments to the United States market. 

In the velveteen case, the Commission unanimously recommended 
tariff relief but the President reversed the Commission’s recommenda- 
tion on the grounds that the Japanese program would offer the vel- 
veteen producers more effective relief. 

The escape-clause route can certainly be useful, although time con- 
suming, when only a segment of a major industry is affected, but the 
meaningful thing from the textile point of view is that the Commis- 
sion cannot effectively apply escape-clause procedure on a broad 
enough base to deal with the sort of import problem which we have 
faced as an industry. 

In the spring of 1956 there was pending before the Senate Finance 
Committee Senate Resolution 236 which would have directed the Tariff 
Commission to conduct an escape-clause action on the entire range of 
products of the cotton-textile industry. 'The Commission reported to 
the Finance Committee that compliance with such a resolution would 
be physically impossible because it would involve, in effect, thousands 
of escape-clause investigations in a period of 9 months, many more 
such investigations than the Commission had conducted in all indus- 
tries over a period of years. 

There is a further point. It is a technological fact that the manu- 
facturing equipment of the textile industry, by and large, is flexible; 
the same loom may be used to produce many types of cloth. Hence, 
when imports from abroad concentrate against a particular range of 
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cloth construction, domestic mills manufacturing that type cloth typi- 
cally take looms off it and put them on different fabrics going into 
other end-use markets where the import competition has not yet become 
serious. Since those markets, in turn, are already being supplied by 
other mills, a supply glut ensues with resultant market losses to all 
mills involved. 

Hence, for the escape-clause route to be meaningful in the sort of 
situation with which the textile industry has been confronted in recent 
years, there would have to be an overall investigation of the scope 
proposed by Senate Resolution 236 in its original form. Otherwise, 
in seeking adequate relief through the escape-clause route, the textile 
industry would quickly find itself in the unenviable position of the 
boy with him thumb in the dike with new holes opening up faster than 
one can be plugged. 

The textile industry’s experience with the administration of United 
States foreign-trade policy has been lengthy, comprehensive, and frus- 
trating. There is clear and present danger to the health of this key 
segment of American industry, if the course of the recent past remains 
the course for the future. 

The United States textile industry has markets in many areas of 
the world and, consequently, we do not approach the problems of 
foreign-trade policy from a provincial point of view. 

We recognize, of course, that there must be some mechanism by 
which the Federal Government can develop and administer a coherent 
foreign-trade policy and we understand with complete sympathy the 
reluctance of Congress to return to the pre-1934 practice of writing 
tariff rates in detailed legislation. 

We believe the time is at hand for a comprehensive reappraisal of 
our trade-agreement machinery. Since 1934 the statutes relating to 
United States participation in trade agreements literally have 
amended the original Cordell Hull concept of reciprocal trade out 
of existence. 

You will recall that the act of 1934 was designed to improve the 
export position of the United States. It was necessary to increase 
our exports in an effort to provide employment for the multitude of 
persons on our relief rolls in those days. In short, the act of 1934 
was an employment measure. We do not predict another such dreary 
experience as in those days but we cannot help but be aware of cur- 
rent business cutbacks that are daily swelling the rolls of the un- 
employed, 

We would go forward if you please, not back, with a new model 
program ; a model designed to meet the shifting exigencies of a world 
brought closer together through ever-improving methods of com- 
munication and transportation. We seek a program, in short, that 
will provide the best possible means of maintaining and enlarging 
world trade and payrolls. 

To accomplish these purposes we suggest that the Tariff Commis- 
sion be enlarged and given new responsibilities and authority. It 
should be clearly designated an agency of the Congress and its in- 
dependence of the Executive declared. True reciprocity demands 
the strictest adherence to balanced, not weighted, concessions. ‘These 
conditions should be met prior to any Presidential proclamation im- 
plementing a trade agreement. 
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Once an agreement has been proclaimed it should be subject to 
periodic review. When discrimination or evasion is found to exist 
on the part of the other signatory whether it be through currency 
manipulation, exchange control, import licenses or any of the myriad 
of other well-known devices, clear authority must be available for the 
withdrawal or modification of our concessions. 

You have before this committee, a bill, H. R. 11250, introduced by 
Mr. Dorn of South Carolina. It is our considered opinion that this 
is the only reciprocal trade bill presently before the Congress. . It 
provides orderly procedures for the expansion of our export trade. 
It creates a favorable climate for truly reciprocal, two-way world 
trade. It guarantees a review of agreements and establishes criteria 
for the determination of threats of injury to American industries 
and their employees. If further provides reasonable means for meet- 
ing these threats, before the furnaces are cooled down and before the 
workers are laid off. 

We endorse H. R. 11250 and respectfully urge this committee to 
report it favorably. 

Thank you very much. 


Mr. Kron. We thank you very much for the views you have given 
us on behalf of the foreign-trade committee of the American Cotton 
Manufacturers Institute, Mr. Erwin. 

Are there any questions ? 

Mr. Harrison of Virginia. 

Mr. Harrison. Mr. Erwin, will you describe for the committee the 
provisions of H. R. 11250? 

Mr. Erwin. The Dorn bill is quite a complicated document. 

Mr. Harrtson. Mr. Dorn, I understand, will testify tomorrow. He 
may explain the bill then. 

Mr. Erwin. He will explain it; yes, sir. 

Mr. Harrison. Allright. Thank you. 

Mr. Krocu. Are there any further questions ? 

Mr. Sadlak, of Connecticut. 

Mr. Saptak. Mr. Chairman, I listened very carefully to the presen- 
tation made by Mr. Erwin, and I underlined a few of the statements 
that he made here. I want him to emphasize a little bit more, espe- 
cially on page 3. I think this is very significant, about in the middle 
of the page where you state this, and I quote: 

In theory, the prevention of excessive imports is assured by the peril-point 
procedure, the escape-clause procedure, and in the case of cotton textiles, by 
section 22 of the Agricultural Adjustment Act. In practice there seems to be 
virtually no situation in which relief can be obtained. 

Therefore, you have come before this committee today and you 
are urging the reporting out favorably of the Dorn bill in preference 
to the bill which we have before us, namely, H. R. 10368. Is that cor- 

rect / 

Mr. Erwin. That is correct. 

Mr. Sapiak. On the bottom of page 6 of your statement, Mr. Er- 
win, you outline to us the experience of the textile industry vith 
regard to velveteens, ginghams, and print-cloth pillowcases, and the 
last sentence has this to say: 


In the velveteen case, the Commission unanimously recommended tariff re- 
lief but the President reversed the Commission’s recommendation on the grounds 


that the Japanese program would offer the velveteen producers much more 
effective relief. 
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Would you comment on that, please, because there seems to be a 
pattern, and the most recent one is the stainless steel flatware case 
where, again, the Commission has found injury to the domestic in- 
dustry and to its workers and then the President made no decision 
but accepted the recommendation of the one who admitted the guilt, 
as it were, of flooding our markets, and they themselves have set up 
a voluntary quota, as they have in your case. In your instance the 
velveteen case was sort of a precedent. 

How effective is that relief since it has gone into effect? Have you 
watched it closely ? 

Mr. Erwin. I can give you some information on that; yes, sir. 

The velveteen quota as established in the agreement, which is en- 
tirely voluntary the Japanese Government, was established in 
January 1957, but the part of the market that the Japanese have is 
so high that it has forced, I know for a fact, one mill, the Merrimack 
Manufacturing Co. at Lowell, Mass., to now close because of the vel- 
veteen imports. That is definite, and there are about 900—maybe a 
little bit higher in number—of employees that are out of work because 
of this. 

I have before me some information released by the United States 
Tariff Commission which gives the percentage of velveteens that are 
coming into this domestic market. In 1948, there was only 1 percent 
of velveteens coming into the United States in relation to our domestic 
market. In 1955, there was 67 percent. In other words, the imports of 
velveteen had 67 percent of our domestic market, and it has had an 
adverse effect not only on the velveteen manufacturers but also on the 
corduroy manufacturers, because quite a few mills have changed, say, 
from velveteen over to corduroy and produced excess production of 
corduroy and caused a bad price situation in the corduroy market. 

That is what I meant by saying that the machinery in textile plants 
can be changed from one construction to another so that, if one market 
is ruined, the looms on that particular fabric are changed over to 
another one, and the industry 1s in such a fine state of balance that it 
does not take a very high percentage overall to distort the entire 
textile picture. 

Mr. Sapiak. In the final analysis, however, notwithstanding what 
you have stated there on the bottom of page 6, if the President had 
accepted the voluntary quota of the Japanese in that instance, notwith- 
standing the voluntary quota, American textile businesses are still 
going out of business. 

Mr. Ermrin. The quota is still rather high in relation to our domestic 
market. That is correct. Furthermore, I should like to make this 
comment, that the Japanese Government exceeded their quota of 
velveteens last year. That is actual information released by the United 
States Department of Commerce. After all, it is a voluntary agree- 
ment. 

Mr. SapitaK. Do you believe, Mr. Erwin, that the higher duties 
recommended by the Commission would have reduced the imports 
more than the voluntary quota ? 

Mr. Erwin. I do think so. I do think it would have reduced them 
more. 

Mr. Sapiak. It is your belief, and in behalf of those you represent 
today, that that would have been a more favorable decision and helpful 
to the industry and the workers therein ? 
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Mr. Erwin. I feel sure that was the case. As an illustration of that, 
the gingham group had an escape-clause case before the Tariff Com- 
qutelon, and dhey withdrew it because of the pending Japanese volun- 
tary agreement, and I feel sure that the gingham group would have 
received better consideration through the Tariff Commission than they 
would have under the voluntary agreement. 

The Japanese have about between 16 and 17 percent of the domestic 
market on ginghams, and under the present system I am not sure about 
these exact percentages, but I would assume that the Japanese have as 
high as 25 percent of the velveteen domestic product under the vol- 
untary agreement. 

Mr. Saptak. Mr. Chairman, just one more observation. 

On page 8, Mr. Erwin, in the paragraph at the top of the page, you 

say, and I quote: “The textile industry’s experience with the adminis- 
tration of United States for reign trade policy has been lengthy, com- 
prehensive, and frustrating.” 

I think that last word “frustrating” has been the compelling cause 
for you and others who find themselves in the same boat to come here 
and make representations before the Ways and Means Committee. 

Mr. Erwin. That is a correct statement. 

Mr. Sapiak. That is all, Mr. Chairman. 

Mr. Kroen. Are there any further questions? 

Mr. Erwin, did not the Tariff Commission respond by filing a report 
in connection with that Senate Resolution 236 you referred to in your 
statement ? 

Mr. Erwin. Yes; they did. 

Mr. Krocu. Do you have any information with respect to the 
nature and content of that report ? 

If the doctor wants to answer the question, it is all right with us. 

Mr. Branpis. Yes, Mr. Chairman. The original resolution, No. 
236, of the 84th Congress was submitted by the Senate Committee on 
Finance to the Tariff Commission for comment, and they did file a 
very voluminous report. There is a mimeographed memorandum of 
13 pages and it is accompanied by a rather large exhibit, which I don’t 
have with me at the moment, but which lists the specific types of cot- 
ton textile items under the tariff law of 1930, and shows the various 
levels of rates applying thereto, and supports the statement that the 
Commission had made in its report on Senate Resolution 236, that a 
very large number of escape-clause investigations would have, in 
effect, been required of the Commission under the original resolution. 
And the Commission states in this memorandum, which I will quote, 
if I may, just briefly : 

The proposed resolution would impose upon it— 
that is upon the Commission— 


a task of such magnitude that the Commission could not complete any substan- 
tial part of it within the time limitation of 9 months prescribed. 
By the escape clause and so forth. 

Mr. Krocu. Did not the Commission make some statement with 
respect to the effect of imports on the industry generally ? 

Mr. Branopis. Their statement, as I recall it—this, I think, is the 
sense of it—was at that time, which was 1956, the general impact of 
imports upon the industry, they thought, was not substantial on the 
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industry as a whole. That, I believe, was the substance of that 
statement. 

They did have specific investigations under the escape clause, the 
ones to which Mr. Erwin has referred in his testimony, the results of 
which were also mentioned in the testimony. 

Mr. Krocu. Do you have a copy of that report of the Commission 
that might be included in this record ¢ 

Mr. Branopis. Yes, I have a copy. 

Mr. Krocu. Without objection, we will include it in the record at 
this point. 

(The report referred to follows :) 


MEMORANDUM FOR THE SENATE COMMITTEE ON FINANCE ON SENATE RESOLUTION 
236, 84TH CONGRESS 


Senate Resolution 236 would direct the Tariff Commission to make “an im- 
mediate investigation pursuant to section 7 of the Trade Agreements Extension 
Act of 1951, as amended, to determine whether any textile or textile products 
are being imported into the United States in such increased quantities, either 
actual or relative, as to cause or threaten serious injury to the domestic indus- 
try producing like or directly competitive products.” 

The Commission has given consideration to the problems with which it would 
be confronted in attempting to comply with such a directive. The Commission 
believes that the proposed resolution would impose upon it a task of such magni- 
tude that the Commission could not complete any substantial part of it within 
the time limitation of 9 months prescribed by section 7 of the 1951 Extension 
Act, as amended. The Commission also believes that the task involved would 
impair its ability to discharge effectively its statutory responsibilities with re- 
spect to other matters, and that the objectives sought in the proposed resolution 
can better be achieved in other ways. 


~ 


Provisions of section 7 of the Trade Agreements Extension Act of 1951, as 
amended 


Virtually all of the foreign-trade agreements concluded by the President under 
the authority of section 350, Tariff Act of 1930, as amended and extended, con- 
tain an escape clause which permits him to modify or withdraw tariff conces- 
sions in such trade agreements under conditions which are set forth in section 7 
of the Trade Agreements Extension Act of 1951, as amended. Section 7, 
as amended, prescribes the procedure for investigations by the Tariff Commis- 
sion “* * * to determine whether any product upon which a concession has 
been granted under a trade agreement is, as a result, in whole or in part, of the 
duty or other customs treatment reflecting such concession, being imported into 
the United States in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like or 
directly competitive products.” 

The recitals in the resolution make reference to the textile industry of the 
United States. It must be borne in mind, however, that within the contempla- 
tion of section 7 of the Trade Agreements Extension Act of 1951, as amended, 
the domestic producers of products like or directly competitive with imported 
“textile or textile products” comprise not a single “textile industry” but nu- 
merous industries. Even in the usual escape-clause investigation where a sin- 
gle class of imported goods is involved, the determination as to which domestic 
producing organizations are involved and which portion or subdivision of these 
organizations constitutes the domestic industry producing products like or di- 
rectly competitive with the particular imports is often a matter of considerable 
complexity. This complexity would be multiplied many times if the Commis- 
sion were required to investigate literally hundreds of closely related tariff 
classes describing imported textile or textile products and to identify each com- 


= 


1 Sec. 7 (e) of the 1951 Extension Act, as amended, provides as follows: 

“As used in this act, the terms ‘domestic industry producing like or directly competitive 
products’ and ‘domestic industry producing like or directly competitive articles’ mean that 
portion or subdivision of the producing organizations manufacturing, assembling, proc- 
essing, extracting, growing, or otherwise producing like or directly competitive products 
or articles in commercial quantities. In applying the preceding sentence, the Commission 
shall (so far as practicable) distinguish or separate the operations of the producing organ- 
izations involving the like or directly competitive products or articles referred to in such 
sentence from the operations of such organizations involving other products or articles.” 
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mercially significant imported article, the like or directly competitive domestic 
article, and the portion or subdivision of the domestic producing organizations 
which constitutes the domestic industry involved. Some idea of the complexity 
and size of the task that would be involved in complying with Senate Resolution 
236 may be obtained by referring to the table in appendix A of this report. 
This table shows the principal categories of textiles and textile products pro- 
vided for in schedules 9, 10, 11, 12, 13, and paragraphs 783 and 1529 of the 
Tariff Act of 1930. These provisions are often referred to as textile provisions 
of the tariff act. 

To illustrate some of the aforementioned problems, attention is directed to 
countable cotton cloths which are dutiable under paragraphs 903, 904, and 905 
of the Tariff Act, as modified, on the basis of average yarn number and according 
to whether the cloth is unbleached, bleached or printed, dyed or colored ; whether 
the cloth contains a woven figure and, if so, whether woven with fewer or more 
than 8 harnesses, and so forth, and with 2 or more colors or kinds of filling; and 
whether the cloth contains silk or rayon. Determination of the number of dif- 
ferent import categories and the number of domestic industries producing articles 
that are like or directly competitive with those import categories, which the 
Commission would be obliged to investigate under the proposed resolution, would 
be difficult. In the overall, treatment of all such cotton cloths would be the 
equivalent of many separate escape-clause investigations as such investigations 
have been conducted in the past. 


The detailed information required in escape-clause investigations 


The magnitude of the task that the proposed resolution would require the 
Commission to undertake is further indicated by the nature of the investigation 
which is contemplated by section 7 of the Trade Agreements Extension Act of 
1951, as amended. Subsection (b) of section 7 provides that in arriving at its 
determinations the Commission shall take into consideration, but not to the 
exclusion of other matters, the trends of production, employment, prices, profits, 
wages, sales, imports, and inventories of the domestic industries concerned? It 
is clear in the light of this directive and of the provisions of section 7 previously 
referred to that the investigation called for by Senate Resolution 236 would, in 
effect, break down into a multitude of separate investigations in each of which 
the Commission would have to have detailed information on the operations of 
domestic establishments with respect to the production of narrow classifications 
of products. 

Under section 7, as amended, the Commission is obliged to publish its escape- 
clause reports immediately upon their completion. Whether or not the Commis- 
sion finds the existence of serious injury or the threat thereof, the interested 
parties are entitled to a detailed report of the principal considerations upon 
which the Commission predicated its findings. 

The Commission, under section 7, submits to the President those of its reports 
in which the invocation of the escape clause is recommended. Despite the 
detailed treatment given to the facts in these reports, the President has in 
several instances referred such reports back to the Commission for the develop- 
ment of further information which he believed to be necessary to his decision. 
If, in a given case, the President decides to invoke the escape clause of a trade 
agreement, the officials of this Government concerned with the trade-agreements 
program undoubtedly use the Tariff Commission’s reports in support of this coun- 
try’s representations to the other interested governments that a United States 
industry is in fact being seriously injured or threatened with such injury. 

In the light of these considerations, the Commission believes that section 7 
contemplates complete and detailed investigations and reports. The Commission 
doubts, therefore, that your committee or the Senate would wish to impose upon 
the Commission a task of the magnitude contemplated by Senate Resolution 236. 


Other considerations posed by Senate Resolution 236 


In proceeding with investigations such as are contemplated by the proposed 
resolution, the Commission would be obliged to give attention to the following 
considerations: (a) the identification of the provisions in the tariff schedules 
under which “textile or textile products” are classified for tariff purposes; (b) 
the identification and elimination of such of these provisions as to which no 


2 The comprehensive nature of an escape-clause investigation is illustrated by question- 
naires sent by the Commission to domestic producers, importers, and others. Attached 
in appendix B is a set of such questionnaires which were formulated by the Commission 
to obtain data in the current escape-clause investigation of cotton blouses. Preliminary 
indications are that the blouse questionnaires will be sent to approximately 200 manufact- 
turers and jobbers, to 200 contractors and to 20 importers. 
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tariff concessions are in effect under foreign-trade agreements; and (c) the 
effect of the current trade-agreement negotiations now nearing completion at 
Geneva, Switzerland, which involve many textile or textile products. 

The scope of the investigation provided for in the proposed resolution is 
determined primarily by the meaning which attaches to the term “textile or 
textile products” used therein. Precise meaning for this term cannot be found 
in administrative or judicial tariff rulings. Nevertheless, there can be little 
doubt that the term is extremely broad, and would embrace an indeterminate 
number of imported articles classified for tariff purposes in numerous provisions 
of the schedules in the Tariff Act of 1930, as amended and modified. As previ- 
ously suggested virtually all the articles described in schedules 9, 10, 11, 12, 
and 13 (the so-called textile schedules) of the tariff act, as amended, are in- 
cluded. In addition, a large number of articles described in certain of the pro- 
visions of schedules 2, 3, 7, and 15 of the dutiable list and of schedule 16 (free 
list) are included. 

As previously indicated, section 7 of the 1951 Extension Act, as amended, 
prescribes the procedure of determining whether the escape clause of a trade 
agreement should be invoked by the President for the purpose of withdrawing 
or modifying a tariff concession included in such agreement. Therefore, the 
investigation contemplated by the proposed resolution would not include textile 
or textile products which are not the subject of trade-agreement concessions. 
However, as it appears that there are relatively few textile or textile products 
which are not subject to such concessions, this limitation would not appreciably 
reduce the number of articles covered by the proposed resolution. 

As indicated above, there is one further consideration related to the scope 
of the investigation, viz, the current trade-agreement negotiations at Geneva, 
Switzerland. The President’s list of September 21, 1955, as supplemented, of 
articles to be considered for the offering of concessions in the then proposed 
trade-agreement negotiations included many textiles and textile products. In 
accordance with section 3 of the Trade Agreements Extension Act of 1951, as 
amended, the Commission conducted a peril-point investigation with respect to 
each of the listed articles. The Commission’s public notice of the institution 
of this investigation indicated that a peril-point determination involved con- 
sideration not only of the extent to which duties may be decreased without 
causing or threatening serious injury to domestic industries concerned, but 
also, if increases in duties or additional import restrictions are required to 
avoid serious injury to the domestic industry producing like or directly competi- 
tive articles, of the minimum increase in duties or additional import restric- 
tions required. 

In connection with the peril-point investigation, public hearings were held 
at which interested parties were given reasonable opportunity to appear and 
to be heard. In addition, opportunity was given for the submission of written 
statements pertinent to the subject matter of the investigation. The Commis- 
sion made its peril-point determinations with respect to the textiles and textile 
products included in the list on the basis of the information obtained in the 
investigation. The report on the investigation, including the peril-point deter- 
minations with respect to textiles and textile products, was duly transmitted 
to the President for his use in the trade-agreement negotiations now being 
concluded at Geneva as contemplated by section 3 of the 1951 Extension Act. 

Several times in the past few months, following the submission of the peril- 
point report to the President, the Commission has been called upon to consider 
the question as to whether an escape-clause investigation under section 7 should 
be instituted, upon application of an interested party, with respect to an 
article included in the peril-point report. In these instances, the Commission 
expressed the view that it did not believe the Congress intended that section 7 
investigations should be undertaken at a time when to do so would embarrass 
the President and interfere with or possibly frustrate his trade-agreement 
negotiations. The Commission, however, furnished copies of the requests for 
escape-clause relief to the Committee for Reciprocity Information for the con- 
sideration of the Interdepartmental Committee on Trade Agreements, the 
President’s advisory body with respect to trade-agreement matters. 

The Commission believes, therefore, that it would be premature to institute 
an escape-clause investigation at this time with respect to any textile or textile 
products covered by the peril-point report submitted to the President by the 
Commission. The Geneva negotiations are now nearing completion and the re- 
sults thereof should be announced by the President within a short time. 

Even if the textile or textile products involved in the current Geneva negotia- 
tions were excluded from the escape-clause proceedings proposed by Senate 
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Resolution 236, a great many textile or textile products would still have to be 
investigated, and the Commission would be obliged to assume under the pro- 
posed resolution a task equivalent to not less than a few hundred escape-clause 
proceedings of the type so far undertaken by the Commission. 

The Tariff Commission's investigative facilities 

The Commission is not unmindful of the fact that Senate Resolution 121, 
S4th Congress, agreed to July 18, 1955, and referred to in one of the recitals of 
the proposed resolution, directs the Tariff Commission to keep itself currently 
informed regarding the impact of imports of textiles and textile products on 
domestic industry and to be prepared to act promptly on such investigations as 
it may be called upon to make under section 7 of the 1951 Extension Act, as 
amended. 

In pursuance of this directive, the Commission is doing all that it possibly can 
to keep up to date on developments in the import trade in textiles and textile 
products and on developments in the domestic textile and textile products 
industries. The staff of the Commission’s Textile Division, however, consists 
of 9 commodity experts and 4 clerical workers. In assembling and analyzing 
commodity and industry information the Commission’s Textile Division, like its 
other commodity divisions, receives cooperation from the Economics and Statis- 
tical Divisions of the Commission’s staff. The total work of the Commission’s 
staff, however, is such as to permit the assignment from time to time of only a 
few people from other divisions to work on textiles and textile products. 

With the personnel that could be assigned to the work on textiles and textile 
products, the Commission could not hope, in pursuance of Senate Resolution 121, 
S4th Congress, to have on hand at all times even a substantial part of such 
information with respect to every category of imports and of the like or directly 
competitive domestic articles, as would enable the Commission to proceed im- 
mediately, without further investigation, to make the findings called for in 
section 7 proceedings. 'The Commission does not consider that Senate Resolution 
121 contemplates such an extreme expansion of its work in the field of textiles 
and textile products as would permit immediate conclusion of section 7 pro- 
ceedings with respect to textiles and textile products. Such an expansion would 
have required a staff working on textiles and textile products many times the 
number that the Commission has ever had engaged in work in this field. 

The first application for an escape-clause investigation was received by the 
Commission in 1948. A total of 70 escape-clause applications have been received 
to date. Fifty-seven investigations have been completed, 7 have been dismissed 
or terminated, and 6 are now in progress. 

The aforementioned investigations have covered such a wide range of articles 
that virtually all of the Commission’s professional staff has had occasion to 
work on one or more of them. Under the proposed resolution, the Commission 
would be obliged to initiate at one time the equivalent of many more escape- 
clause investigations than it has conducted over the past 8 years; and, since the 
proposed new comprehensive investigation would be exclusively in the textile 
field, only a small part of the Commission’s staff would be technically equipped 
to work on such an investigation. 

In the circumstances, the Commission—even if it had no other duties to 
perform—could not make any reasonable progress in processing the equivalent 
of a few hundred additional escape-clause investigations on textile items 
within the time limitation of 9 months prescribed by section 7 of the 1951 
Extension Act, as amended. At present, the Commission does, of course, have 
other duties to perform and these include the completion of escape-clause in- 
vestigations on four textile items—linen toweling, velveteen fabrics, cotton 
blouses, and cotton pillowcases. The conduct of these investigations is itself 
utilizing to a great degree the facilities that the Commission has for conducting 
simultaneous investigations in the textiles field. There are also indications that 
other industries in the textiles field are planning to file applications with the 
Commission for escape-clause investigations. Any requirement that the Com- 
mission now investigate textiles or textile products generally would interfere 
with the expeditious completion of such cases. 

It is doubtful that the Congress, in providing for escape-clause investiga- 
tions by the Tariff Commission under section 7 ever contemplated that the Com- 
mission would be called upon to conduct simultaneous investigations on a whole- 
sale scale, particularly in a single field such as textiles. No budgetary pro- 
vision has ever been made or contemplated for such activity. With only one 
exception, all escape-clause investigations thus far made by the Commission 
have been initiated by private applicants whose interests were confined to a 
single item or a narrow group of items. The Senate Finance Committee directed 
the Commission to institute an escape-clause investigation on fluorspar. Since 
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this request was limited to one product, the Commission’s facilities were not 
overtaxed in responding to the directive. 


Nature and scope of Japanese competition 


Although the proposed Senate resolution does not single out for special 
inquiry any particular import item and does not allude to any particular 
supplying country, the resolution does refer to the recent increase in United 
States imports of cotton manufactures—and Japan is known to account for most 
of the increase in such imports. In this connection, it is clear that increased 
imports, particularly from Japan, are a matter of great concern to some seg- 
ments of the domestic textile industry. Among the imports which have in- 
creased greatly are velveteen fabrics, cotton blouses, and cotton pillowcases, in 
connection with which the Tariff Commission, as previously indicated, is now 
conducting investigations under section 7 upon application of: the domestic in- 
dustries involved. It should be noted, however, that an exceedingly small part 
of the domestic consumption of cotton manufactures is supplied by imports 
and that Japan accounts for only a part of such imports.’ 

Despite the widespread concern that has developed about imports of textiles 
from Japan, it appears that such imports are not offering serious competition 
to most segments of the domestic textile industry. The fact that some such 
segments are in a relatively strong position vis-a-vis import competition is indi- 
eated by the substantial export trade of the United States in textile products. 
The United States exports cotton manufactures to a far greater extent than 
it imports them; and the exports go principally to countries such as Canada, 
Venezuela, the Union of South Africa, Indonesia, and the Dominicah Republic— 
in which articles from the United States enjoy no preferential tariff treatment 
over those imported from other countries, including Japan. The United States 
exports some cotton manufactures even to Japan.‘ It is significant that while 
the United States largest foreign market for cotton manufactures, Canada, in- 
creased its purchases of cotton manufactures from Japan from almost $1 million 
in 1954 to $4.6 million in 1955, it also increased its purchases from the United 
States in the same period from $56.1 million to $61.4 million. In terms of per- 
centage, Canada’s increase in imports was larger from Japan that from the 
United States, but in absolute terms, the increase from the United States was 
larger than that from Japan. 

While it is true that the ratio of United States imports to its exports of cotton 
manufactures has risen during recent years—notably since 1954—that ratio is 
still very much lower than it was in the years immediately preceding World 
War II. For example, the ratio was 51 percent in 1955 compared with 95 per- 
cent in 1937. Moreover, the value of the United States exports of cotton manu- 
factures was more than 4 times as large in 1955 as in 1937; and even after mak- 
ing due allowance for the price rise between 1937 and 1955, it is apparent that 
United States exports were substantially higher in 1955 than in 1937. 

The table in appendix A attached to this report indicates that many categories 
of imports of textiles and textile products are not supplying significant propor- 
tions of the domestic market for such products. The information given in the 
table as regards exports of some textile products also suggests that the com- 
petitive position of many segments of the domestic textile industry vis-a-vis 
foreign producers is relatively strong. What is said here is of course not in- 
tended to minimize the impact of increased import competition on some seg- 
ments of the domestic textile industry but only to call attention to the fact that 
such pressure is by no means general. 

From the foregoing observations, it is clear that textile manufacturers in 
Japan do not have an across-the-board competitive advantage over the textile 
manufacturers in the United States. Such injury as may be caused or threat- 
ened by increased imports of textiles or textile manufactures from Japan—or 
from any other country—is bound to be confined to a limited number of cate- 
gories, most of which, experience has shown, will be narrow. Investigations of 
such instances of injury are, in the Commission’s opinion, best conducted on a 
selective basis as circumstances warrant. For such investigations, the Com- 
mission feels that it has reasonably adequate facilities. 

The Commission believes that its facilities can be most efficiently and effec- 
tively employed if escape-clause investigations continue generally to be made 


% The raw cotton content of those imports from Japan in 1955, for example, was equiva- 
a to only about one-fifth of the raw cotton that the United States shipped to Japan in 
at year. 
en were valued at $253,000 in 1954 and $281,000 in 1955. 
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on particular articles in response to appropriate applications. The Commission 
will continue to cooperate with those who wish to file escape-clause applications 
by supplying advice and available data which will be of assistance tu them in 
preparing such applications. 

Mr. Branpvis. May I say that this is just a memorandum report. 
There is a large attachment to this which I don’t have with me at the 
moment. But the Commission has many copies available, I am sure. 

Mr. Krocu. Are there any further questions ? 

Mr. Erwin, we do appreciate your coming to us and we thank you 
very much. 

Our next witness is Col. Thomas J. Weed of the San Francisco 
Area World Trade Association. 

Colonel Weed, would you be good enough to identify yourself. 


STATEMENT OF THOMAS J. WEED, SAN FRANCISCO AREA WORLD 
TRADE ASSOCIATION 


Mr. Weep. Yes, sir, Mr. Chairman. I am Col. Thomas J. Weed 
of Washington, and I represent the San Francisco Port Authority. 

I have been requested to appear before your honor able committee 
and to present a statement that was sent to me by the San Francisco 
Chamber of Commerce. 

Mr. Kroeu. Colonel Weed, you are recognized for 10 minutes, and 
it is the hope of the committee that you may complete your statement 
within that time. 

Mr. Weep. I assure you it will be done, sir. 

Mr. Kroon. You are recognized. 

Mr. Weep. The San Francisco international business community 
has supported the Reciprocal Trade Agreements Act from its incep- 
tion. The San Francisco Chamber of Commerce, for example, first 
enunciated its tariff policy on February 4, 1932, valling upon the 
Congress for machinery for reciprocal concessions in tariff rates in 
the interest of the revival and upbuilding of our foreign commerce. 

A principal architect of the reciprocal trade agreements program 
was the late San Franciscan, Dr. Henry F. Grady, then manager of 
the chamber’s world trade department and later Assistant Secretary 
of State for Economic Affairs in charge of the trade agreements pro- 
gram under Secretary of State Cordell ‘Hull. 

Dr. Grady was later president of the American President Lines 
and United States Ambassador to Greece, India, and Iran. He was 
a lifelong advocate of a dynamic, enlightened, and practical world 
trade policy for the United States. 

The business community commends the Congress for its role in 
initiating and continuing the Trade Agreements Act, first passed in 
1934 and renewed from time to time since its initial passage. Strong 
support is also given to the General Agreement on Tariffs and Trade, 
which, with the new E “uropean Common Market, is absolutely essen- 
tial if the United States 1s to maintain its competitive position in 
world markets. 

No other instruments have had a more beneficial effect than the 
Trade Agreements Act and the GATT in expanding our trade and 
strengthening our friendly relations with other countries. This has 
been amply demonstrated not only by the volume and value of our 
multibillion dollar international business today but by the fact that 
the Congress of the United States has extended the act from time to 
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time since 1934 and, in each instance, all phases of the act have been 
carefully considered and studied by both the legislature and by 
American business. 

The benefits of this act have been particularly well adapted to 
those aspects of the foreign policy of the United States which are 
designed to replace foreign aid by foreign trade and, thereby, to 
strengthen both the free enterprise economy of this Nation and that 
of other nations of the free world. 

Because of the proven success and the benefits that have been de- 
rived from the Reciprocal Trade Agreements Act, and because of its 
adaptability to current world conditions, we now urge that the Con- 
gress renew this act in its present form as permanent law. 

Such action we firmly believe will add needed stability, continuity, 
and permanence to our economic policies, both at home and abroad, 
and will strengthen our international position. 

We feel that the escape-clause and the peril-point amendments to 
the act are cumbersome and further studies should be undertaken for 
their early revision. It is also believed that in no event should the 
decision on whether or not to raise tariffs in escape-clause cases be 
taken from the President and given to the Tariff Commission or an- 
other entity. 

The San Francisco area international business community reaffirms 
the policy first enunciated in 1932 and recommends renewal of the 
Trade Agreements Act in its present form for not less than 5 years 
and, preferably, without an expiration date. 

Mr. Krocu. We appreciate very much having the views of your as- 
sociation, Colonel. 

Are there any questions ? 

If not, we thank you very much for coming to us. 

Mr. Weep. Thank you, Mr. Chairman. 

Mr. Keroeu. The next witness is Mr. William F. Sullivan in behalf 
of the Northern Textile Association of Boston, Mass. 

Mr. Sullivan, would you be good enough to identify yourself and 
your associates for the record. 


STATEMENT OF WILLIAM F. SULLIVAN, SECRETARY; ACCOM- 
PANIED BY HENRY TRUSLOW, PRESIDENT, NORTHERN TEXTILE 
ASSOCIATION, BOSTON, MASS.; AND EDWARD J. RUSSELL, TROY 
BLANKET MILIS, TROY, N. H. 


Mr. Sutiivan. My name is William F. Sullivan. I am secretary of 
the Northern Textile Association. 

On my right is Mr. Henry Truslow, president of that association, 
and also president of the Poneman Mills, a cotton mill in Connecticut. 
And Mr. Edward J. Russell of the Troy Blanket Mills of Troy, N. H., 
who is the manufacturer of many fibers, but largely woolen. 

I will make the statement for the association, but if there are any 
questions, any one of us would be glad to participate. 

Mr. Kerocu. Very well, Mr. Sullivan, you are recognized for 20 
minutes, and, reiterating our hope expressed before, we trust that you 
will be able to complete your statement within that time. 

Mr. Suturvan. Thank you. Lexpect to. 

My principal thought in this testimony is to state the position of 
the northern mills and to supplement, on two points, the testimony of 
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Mr. Erwin, and I hope to supplement the testimony of Mr. Wilkinson 
of the Wool Association, who is coming on a little later today. 

The Northern Textile Association is an organization of textile mills 
which represents the cotton, synthetic, and wool textile mills located 
primarily in New England. 

Textile mill products is still a relatively important industry in New 
England, employing about 133,000 workers. The industry is located 
in each of our six States and constitutes the principal or sole source 
of manufacturing wages in many communities. Throughout the area, 
therefore, its welfare is important. 

Studies have shown that, even before the present recession, displaced 
textile workers have difficulty securing other employment. Two 
hundred and fourteen thousand persons are employed in the apparel 
and textile industries, which is more than any single industry in the 
area. 

The problems of the textile industry in New England today are 
the same as those which beset the textile industry nationally. Al- 
though New England mills are somewhat more sensitive when de- 
pression conditions exist in the industry, recent liquidations and cur- 
rent unemployment are not occasioned by the shift of the industry 
elsewhere or other regional characteristics, but are due to cause com- 
mon to the whole industry. 

Briefly stated, the position of the Northern Textile Association is as 
follows: 

We oppose extension of the Trade Agreements Act in its present 
form or in the form proposed in H. R. 10368 for the following reasons : 

1. Duties on textiles have already been reduced to a level which 
does not afford adequate protection to employment and investment 
in the industry, and, hence, no further reductions should be contem- 
plated. 

2. Present duties being too low, the act does not provide adequate 
means and guaranties for the establishment of higher tariffs and 
quotas where necessary. 

3. The act does not provide the necessary means for working out 
voluntary quota arrangements with other countries, or for the enforc- 
ing of such quotas. 

The textile industry has been hurt by a number of Government pol- 
icies, including the Trade Agreements Act as it has been administered. 
And, as Mr. Erwin has pointed out so well, the peril-point and escape- 
clause provisions of the act have not been carried out in a manner to 
prevent or correct such injury, and there is no reason to believe that 
the situation will improve if the same or similar legislation is con- 
tinued. 

I should like to review briefly the economic considerations in the 
industry, and submit for the record, with your permission, a series 
of tables of the most recent data compiled from Government sources 
on the economic considerations in the industry in each of its branches 
in New England. 

Mr. Krocu. Without objection, the tables will be inserted in the 
record following your formal statement here today. 

Mr. Sutuivan. Briefly, these tables will show that today in the 
textile industry in the whole United States 345,000 less people are 
employed than in 1950. In New England 140,000 jobs have been 
lost. It estimated that in New England alone, since the beginning 
of 1949, over 205 mills have closed their doors permanently. 
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In the woolen and worsted branch of the industry, one-half of the 
production and employment remain in New England, but employment 
in the industry in the United States declined by 61 percent between 
1947 and 1956. Mill closings and short time have continued during 
1957 and up to date in 1958. Capacity in this branch of the industry 
has declined accordingly; looms by over 50 percent, woolen spindles 
by 47 percent, and worsted spindles by 56 percent between 1949 and 
December 1956. 

In the cotton-textile industry, spindles in place in the United 
States have declined by 2.7 million since 1947, and, of the 21 million 
spindles in place today, 1.3 million are idle. 

In 1949 1.5 billion yards, or 15 percent of the production of cotton 
textiles for domestic use were exported. Since then exports have 
declined to one-half billion yards annually. The industry has there- 
fore lost a market for approximately 10 percent of its production. 
During the same period imports of cotton textiles have risen from 
nominal amounts until they absorb approximately 3 percent of the 
domestic market for cotton textiles. This loss of a market of ap- 
proximately 13 percent haa had serious effects on this branch of the 
industry. 

Although the decline in the woolen-worsted branch of the industry 
has several causes, increasing imports of wool textile goods during 
this period have greatly aggravated the depression. 

As to 2 items upon which I would like to comment, 1 is the Japanese 
cotton goods quota, and the other is the wool tariff import quota. 

Turning to the Japanese cotton-goods quotas, these were estab- 
lished in January 1957. It constituted a recognition by the Japanese 
and our own Government of the need for quantitative limitations on 
Japanese imports of such goods into this country. In other words, 
our Government, ourselves, the workers involved, and the Japanese 
Government recognized the need for quotas. These quotas are in- 
teresting. They establish separate ceilings for 23 categories of cotton 
goods in order to prevent the kind of import concentrations which 
cause unemployment and liquidations. It is fair to say that this ar- 
rangement has undoubtedly saved many mills from liquidation. 

This quota arrangement developed certain important principles 
which might well be included in legislation. Most notable are (a) 
quotas are established for categories of goods geared to domestic pro- 
duction, and, () the plan is comprehensive in the sense that it covers 
all items of cotton goods from yarn to apparel and other finished 
items. 

The arrangement has certain limitations which should be taken 
into account. In the first place, it applies only to Japan and affords 
no protection against imports from other countries. It is also volun- 
tary, and it is probable that other countries would not adopt a similar 
approach. In other words, we cannot rely on them. Even if other 
countries did, there is the danger that the total amount of imports, 
with a certain percentage added for each country, would be too large 
for the domestic industry to stand. 

Another important limitation is that the arrangement does not 
cover textiles other than cotton goods even in the case of Japan, and, 
hence, wool and synthetic textiles are afforded no protection by it. 

The Japanese arrangement being voluntary, if Japan decides to 
change the arrangement, the United States could not hold her to it, 
and we would be back where we started. Even so long as the Japa- 
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nese leave the arrangement in effect, the United States has no means 
of enforcing it or even working with J apan to enforce the arrange- 
ment. An example of this, which Mr. Sadlak brought up in ques- 
tions, is the fact that the Japanese established export quotas on 
velveteens of 5 million yards in 1956 and 2.5 million yards in 1957. 
Nevertheless, Japanese velveteens in the amount of 6 million yards 
were landed in this country in 1956, and 3.3 million yards in 1957, an 
excess of 21 percent and 32 percent, respectively. The principal 
American producer of velveteens has, as a consequence, been forced 
to close down, and 1,200 more textile workers are without jobs. This 
is the Merrimack Manufacturing Co., in Lowell, the oldest large-scale 
integrated textile mill in this country that started operating in 1823 
and ran right up until last December. But the excessive imports of 
Japanese velveteens, which took 45 percent of the market in 1957, was 
too much. In addition, imports of a million yards from other sources 
gave to foreign produc ers about 54 percent of our market, and the 
mill was unable to continue. 

I might say in that connection that I am bringing this point up not 
to infer in any way bad faith on the part of the Japanese Government 
in connection with this thing. We believe these excessive imports 

came about through tr ansshipments. But the arrangement shows that 
when you start w ‘ith a quota that is a little too high i in the first place, 
and you get a certain amount of slippage, which we have no method 
of controlling, you get the unfortunate result demonstrated here. In 
other words, the controls on imports can only be worked at this end. 

Similarly, in 1957 we had an export quota from Japan of 1.2 million 
dozen handkerchiefs, but imports during 1957 amounted to 1.9 million 
dozen handkerchiefs. Our latest information also is that there has 
been an excessive amount of ginghams brought in and that the quota 
was 35 million yards and that, in fact, 44 million yards were imported 
into this country in 1957. 

We respectfully suggest that legislation should provide for the 
unilateral establishment of comprehensive quota arrangements by the 
United States, with adequate police powers. 

I will turn briefly to the wool textile import concentrations. 

When the Japanese cotton goods quota arrangement was first an- 
nounced by the assistant to the President in 1956, he stated that: 

I should like to suggest that in broader aspect, this arrangement is expressive 
of policies already stated, and prophetic of Federal action most certainly to 
ensue in similar exigencies. Under these circumstances, the reluctance of 
manufacturers to expand and modernize, and the reticence of investment houses 
to arrange financial facilities should be dispelled. To repeat, we shall not 
permit the Government to stand idly by while industries wither and job oppor- 
tunities are destroyed * * *. 

Nothing has been done about a similar and equally grievous situa- 
tion which exists in the wool textile industry. 

Although the establishment of a tariff quota on wool textile imports 
in excess of 14.2 million pounds annually—the so-called activation of 
the Geneva reservation—is also another recognition by the administra- 
tion that the duties on woolens are too low, the way it is handled, it 
is wholly inadequate to meet the needs of this branch of the industry. 

This industry, which has been halved in size since the end of World 
War IT, and which continues to be plagued with liquidations, unem- 
ployment and short time, should not be subjected to the pressure of 
substantial imports and the price pressure of imported goods manu- 
factured at costs far below United States standards. The price de- 
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pression is aggravated by the fact that a number of countries are 
competing against each other in the American market. Their prices 
and, therefore, all prices are reduced to a level satisfactory to the 
lowest cost foreign producer. In this case it appears to be Japan. 

The wool tariff quota fails to make any provision whatsoever against 
the concentration of imports in different categories of fabrics. It 
fails to do what the Japanese cotton quota does for cotton goods. 
Under this arrangement all of the 14.2 million pounds of wool fabrics 
can be concentrated in one or a few types of goods. For example, 
in the first half of 1957, over all this 14 million pounds constituted 
10 percent of the total production in this country during the same 
period of all apparel-type woolen and worsted fabrics. 

Imports of woolen goods tend, as they did in cotton, to concentrate 
in the higher-quality goods which are relativ ely light in weight and 
contain a relatively greater proportion of labor. For example, im- 
ports during the first six months of 1957 of woolen and worsted fabrics 
weighing not over 6 ounces per square yard amounted to over 33 
percent of the total domestic production of such fabrics. In other 
categories of high-quality woolen fabrics, industry sources estimate 
that imports equal as high as 60 percent of United States production 
of such fabrics. It is our firm belief, and numerous mill witnesses 
have testified before the Committee for Reciprocity Information, that 
many mills have been forced to liquidate because of this type of com- 
petition. 

Furthermore, the wool fabric tariff quota does not apply to yarns, 
blankets, wool apparel or other wool products. In other words, many 
of the matters which were covered in the Japanese quota arrangement 
are left untouched by the rather crude and inadequate wool tariff 
quota. It fails to have that comprehensive necessity that the cotton 
quota has. 

Legislation which makes it possible to use the best features of both 
of these arrangements would be of value to our mills. 

I have taken these two examples in order to call attention not only 
to their shortcomings but also to the principles of quantitative limita- 
tions which they contain, and which they agreed to. We urge legisla- 
tion which will implement such prince iples. 

In conclusion, I want to raise one other point. A surplus of textiles 
and textile capacity exists in this country, and present Government 
policies should be oriented toward helping the industry to maintain 
all present markets and acquire additional markets for its surplus 
commodities. There is adequate precedent for such an approach in 
the case of other surplus commodities. Mr. Erwin mentioned this 
point also. The burden of lost textile markets at home and abroad 
falls upon the unemployed, their communities and stockholders. 

We respectfully urge that foreign trade legislation be designed to 
prevent further invasion of the United States textile market, with 
particular reference to import concentrations. 

Specifically, the Tariff Commission or some smiliar body responsible 
to the Congress, should be empowered and directed to increase duties 
and establish quotas promptly where damage to domestic products 
exists or is threatened. No duties should be reduced unless approved 
by the Tariff Commission publicly in advance. 

We believe the Tariff Commission decisions should be final. 

Thank you very much, gentlemen. 

Mr. Kroon. Mr. Sullivan, we do appreciate having the views of 
your association. 
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Are there any questions? 

Mr. Sapiak. Mr. Chairman. 

Mr. Kroeu. Mr. Sadlak of Connecticut. 

Mr. Sapiak. I have 2 or 3 questions, Mr. Sullivan. 

On page 3 of your statement, in the second paragraph, you state : 

In 1949 1.5 billion yards, or 15 percent of the production of cotton textiles 
for domestic use, were exported. Since then exports have declined to one-half 
billion yards annually. 

Do you attribute this to the failure of the trade agreements pro- 
gram, failure to reduce the tariffs, or to other restrictions in other 
countries, or some other reason ? 

Mr. Suuxivan. The causes for that are many. One of the most 
important ones, I believe, and of more recent origin, Mr. Erwin 
mentioned, and it is that the foreign mills are now allowed to purchase 
cotton at prices 20 percent below what the American mill pays, so 
that, in addition to a wage differential which gives then an advantage, 
they now have a raw material advantage as a result of our Govern- 
ment policy. In addition, our various policies have encouraged, 
helped and financed the building of mills in other countries which 
have taken away our export markets. And lastly, the mutual secu- 
rity funds used by the ICA have been used to purchase foreign textiles 
and not our own. For example, in fiscal 1957 ICA funds were used to 
purchase $95 million worth of textiles. United States mills only got 
$7 million worth of textiles. 

So that there are many reasons. 

The fostering of foreign mills seems to me the more important per- 
haps, more important than the failure of the Trade Agreements Act. 
But the Trade Agreements Act has not in any way helped the United 
States in connection with exports. 

Mr. Sapuiak. Thank you for enlarging on the question which I 
put to Mr. Erwin. 

Apparently, from what you have stated later on in your statement 
here, Mr. Sullivan, you have shown to us that domestic industry and 
its employees has no recourse with a foreign industry when its govern- 
ment imposes a voluntary quota. And you have shown here that 
there is a voluntary quota which was acceptable to our Government; 
and the Merrimack mill, in spite of it, had to close down. There 
is no enforcibility to such voluntary quota. 

Mr. Suuuivan. There is no enforcibility arrangement, and there 
is no certainty as to its continuance, and there is even less certainty 
that if, for example, India should choose to move into this market, 
or some other country, we could get relief. That certainly inhibits 
investment and employment. This industry has its problems anyway. 
We have this problem of overproduction and overcapacity occasioned 
in large measure, I believe, by the loss of exports and some increase 
in imports, and, in the woolen industry, a tremendous surplus of ca- 
pacity and surplus of production, so that, when you bring in 14 million 
pounds of woolens or another 100 million or 200 million yards of 
cotton textiles to a market that is already depressed, and those items 
come in at very low prices, it destroys many of the markets, it uses 
up a lot of working capital, and, in short order, it leads to liquidations 
which have marked this industry during its very deep depression 
for several years. 

Mr. Saptak. You have outlined a number of people who have be- 
come unemployed in the New England area largely because of these 
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imports. Mr. Truslow, who is with you, has a factory up there, the 
Poneman mills. 

Are you working full time there now, Mr. Truslow ¢ 

Mr. Truslow, I know there is so much unemployment in Connecticut, 
and I wonder how you are affected. 

Mr. Trustow. In answer to your question, it might be well to indi- 
cate that Poneman mills have been in existence, in continuous operation 
at their present location, for very close to 90 years. We currently em- 
ploy approximately 1,000 people. We are now on short time, and 
some of this is caused directly by imports. 

As one example, we have always been a large factor in the production 
of typewriter cloth, which is a very fine fabri ic. Three years ago we 
produced and sold 21% million yards. Last year we produced and sold 
114 million. 

Our year ends April 30, and we w ill be very lucky to sell 1,200,000. 

Another item is handkerchiefs, which Mr. Sullivan mentioned 
earlier. That has been very drastically affected. 

Our community is dependent on our industry. We are on the out- 
skirts of Norwich, Conn., and have approximately a $3 million-a-year 
payroll, and I feel it is my duty to do everything I can to help clarify 
this situation, because it is so important to the people of our State and 
also in the Nation as a whole. 

Mr. Sapiak. Would you say that your factory is as efficient as your 
competitors are, Mr. Truslow? 

Mr. Trustow. We have, as you all know, had direct competition with 
other parts of the country for various reasons. In our particular c ase, 
by retooling the mill and merchandising and actually changing our 
product, we have been able to justify a continuing policy of moderniza- 
tion. We have spent large sums over the past years in obtaining the 
most modern equipment and the best tools to give our people to work 
with. 

Mr. Sapiak. Thank you very much. 

I think they have made a very fine presentation, Mr. Chairman. I 
shall see that the statement which they have made and the response to 
the questions will certainly be brought to the attention of the committee 
when we get in executive session. 

Mr. Kroon. Mr. Sullivan, we do thank you and your associates for 
the views you have given to us today, and, without objection, the com- 
mittee stands in recess until 2 p. m. 

(The aforementioned tables are as follows :) 


KEY ECONOMIC FACTS ABOUT THE TEXTILE INDUSTRY—UNITED 
STATES AND NEW ENGLAND 


1. TEXTILE MILL Propucts 


(a) Number of employees 


Losses 
| 1950 (annual 1958 - 
} average) (January) 
| Number of | Percent 
jobs 
_———— — - ——— ——  _ __ — | _ —_——_-_— — | 
Nd Sen isd. wccnpaskelnn cuted | 1, 292, 000 947, 400 | 344, 600 | 27 
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During this same period employment in all manufacturing industries in the 
United States increased 6 percent. 

(b) As of January 1958 New England’s textile industry is the region’s third 
largest manufacturing employer and together with apparel is the largest. 






Employment 
I is ica ernst es we s wv gs in np nsec rt dp ena eel tatn elie aear apa 81, 600 
ON a ia ne ek ek eae 







(c) Of New England’s total nondurable goods employment of 689,000 during 
January 1958 textiles account for 19 percent and combined with apparel are 
responsible for 31 percent. 

(d) Estimated number of New England mill closings, January 1949 through 
December 1957 : 


Mills Jobs lost 


TE cccttevanecusdaeeenaee sorudadeeanbeseesen stcneusnéngensdebe caeehseut 205 99, 314 
Chatto ated ey Wins ccs dk cciicdcinte ce kiiene dads pennnhounewdenneomiah nits 59 33, 314 
Pe GI Fas outa vin crccdscaanccactuccccteaveuscesecusaaens odin’ 146 66, 000 


2. WOOLENS AND WORSTEDS 
(a) Present status 
New England has half of the national industry in terms of employment and 
slightly less than half in terms of production. 


Employment, September 1957—Yarn and broadwoven fabric mills 




















| 1 
Production | Percent 
| Workers 
nities sithdantemaniatennomngmnenten — _ — — onl wes 
United States_ - cheuboas sh desiwena we pau tegubuits ‘ 58, 890 50 
New England__. ‘ = mata = ‘ 29, 540 50 
ee er ee er wéveed ——s 9, 203 16 
Southeast etnnckehbhin a kinkenmkummentes ee ee ts nilisactin stg 15, 128 26 
Great Lakes swthiadiueanwiane : ahaa jaa ‘ 2, 785 5 
PN, Sah ck ttetineiettewas niuiwmetedegde edt ja siees ‘ 1, 307 3 
Production—First 3 quarters of 1957 
{Linear yards] 
- 
Total | Apparel 
Oy Sone ed Le ae 
| ————— 
United States ai ‘ i bosea 233, 432, 000 | 222, 308, 000 
New England — 109, 188, 000 105, 162, 000 
Percent in New England-.- 7 i . 47 47 
(b) Losses—Yarn and broadwoven fabrics 
ease 
| Decline 
1947 1956 a Ea 
Amount Percent 
Production (linear yards), United States 508, 554,000 | 326, 990, 000 181, 564, 000 | 35. 7 
Employment: ! | 
| United States | 153, 895 | 2 58, 890 | 95, 005 61.7 
| New England... | 97, 482 2 29, 540 | 67, 942 69.7 
Mills 
United States 695 3 434 261 37.6 
New England 376 | 3195 Isl 48. 1 


| 


! Production workers. 
2 September 1957. 
3’ Estimated December 1957 
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Looms: 2 
United States 
New England 
Woolen spindles: 
United States 
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Machinery data 





New England_.--___ iEdacéseardoebeusicdlw ecm : 


Worsted spindles: 


United States__- 
New England.__-- 


Worsted combs: 


United States___....__-- 
New England__ 


1 December. 








2 Woolen and worsted looms in place in woolen and worsted mills. 


3 Not available. 


3. CURRENT ECONOMIC IN 


(a) bx cating esieed mill schoventell 


| 
Change, 





1949 ! 1956 1 
Amount 
saaeon 35, 215 17, 510 17, 705 
avesn ion (3) (3) a 
------| 1,423, 860 | 750, 437 | 673, 423 
| 749, 919 350, 325 | 399, 504 
et 1, 836, 744 809,022 | 1,027,722 
| 1,266, 740 | 359, 372 | 907, 368 
ca 2, 720 | 1, 901 819 
1, 915 1, 131 784 


NDICATORS, VARIOUS TEXTILES 


Decline 


Percent 


So wes 


s 


40 9 


= 
o 
a 
| 


1957 from 1956 





1957 1956 ; Amount | Percent 
perieeer Peers eeeneicete 
| Millions | Millions | Millions | 
Sales.......1. bain . < = $9, 769 $9, 707 +8 | +0. 6 
So ee enon iy snes bo nahi 203 | 246 —17.5 
Percent | Percent | 
Ratio of net profits to sales...............-.--- ‘ 2.1 | 2.5 —5.7 





Note.—For all manufacturing industries 


0.1 percent. 


, profit ratio in 1957 was 5 percent 


(b) Fiber penanmngeten 


oe 
Cotton (actual bales) 


and actual profits increased 


Change, 1957 from 1956 
































| 1957 | 1956 | Amount | Percent 
aapemeee —e — scott Desens a -| a 
Ne cee Lc ceaee Z + 8, 356, 848 8, 958, 417 —601, 569 —6.7 
a i cctitlncoiacateieonl 323, 153 | 409, 001 —85, 848 | —21. 
| | | 
' ! 
Wool 
[Thousands of pounds] 
Change, 1957 from 1956 
9 | 1956 lhe ee eae 
| 
| Amount Percent 
a hc cbcdes caieelscnd oper chsodois ebony 371, 818 440, 682 — 68, 864 —16 
Se sacs sablbas. 242, 883 296, 623 —53, 740 —18 
Synthetic 
[Thousands of pounds] 
bs email ; — . - , ja 
| | Change, 1957 from 1956 
1957 1956 Sscapesceeittibn cehnieiniiniia 
j 
| | Amount Percent 
auttcadencililltia aha es 
le onli il ac ciisencnsincepaebg ie adtieeainaine | 450, 410 = 446, 625 +3, 785 +0.8 
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(c) Production 
Summary 


National, first three quarters of 1957 


Cotton broadwoven fabric production totaled 7,200 million yards, a decline of 
7 percent from 1956. Fine goods production dropped 10 percent to 988 million 
yards. 

Synthetic broadwoven fabric production amounted to 1,695 million yards, a 
drop of less than 1 percent from the preceding year. 

Woolen and worsted production amounted to 233 million yards, a decline of 
6.9 percent from the preceding year. Apparel fabric production showed an even 
greater decline dropping to 222 million yards, or 8.1 percent below 1956. 

New England, first three quarters of 1957 

Cotton brvuadwoven fabric production declined 45 percent from the preceding 
year to 211 million yards. 

Synthetic broadwoven fabric production declined 5 percent to 287 million 
yards. 

Woolen and worsted broadwoven fabric production dropped 15 percent to 109 
million yards with the same percentage decline in apparel fabrics which totaled 
106 million yards. 

Production by quarters, 1957 and 1956 


{Thousands of linear yards] 
COTTON BROADWOVEN FABRICS 
























































| 
|United States| New England 

| 
1956—Ist quarter----.-.-.-..---------------------- oer rE Ee 2, 755, 468 151, 274 
9d GUOrtOl..... ...2- 222 en n-ne nen nce ccc ennnseenccccessewnsaneseseecee 2, 627, 179 130, 391 
Sd Quai tOP.......2..22-- een cn enw cnn nencnnnsecessccnncees Peete 2, 356, 566 104, 812 
TOD on cn cnccusccccessnsccncodsnensescocsenecnemesaeneutioncenewncass 7, 739, 213 386, 477 
S667 2ak GORTURE Soins nntdecncsnnna cds BOP UE  od as cncsnsens 2, 519, 740 82, 295 
Od QUaTtET....- 22-22 nnn nnn nnn nnn en ne nnn eee ee ene n ene neneenenseneese 2, 437, 092 67, 461 
Sd Quarter... .-.---- 22-22-2222 2 o-oo n enn ene n nnn n see neensnseceesenee- 2, 243, 446 61, 727 
Risin acsiiensrumeoenigiteinaeaiinin es eididiba iinniicanisDiiesesitiaeiatsiay ialidaie  n 211, 483 
Percent change, Ist 9 months of 1957 from 1956........---..---------.-.-..-.- —7.0 —45.3 

SYNTHETIC BROADWOVEN FABRICS 
S000 chi CRONE: . cicaessccnavnsesenstns ecccasacacsccandoceacdenessedsannede 632, 913 115, 372 
2d quarter....-----------------+----------------------- +--+ +--+ 22 e ee 564, 870 99, 934 
3d quarter... ...----------- 2222-2 oon nnn een n nn nn enn ween ce ceceeeenees- 499, 494 88, 366 
PORN. 8 ann aren san nn ssca cn sdecncsspecbapabacndanbosceseshwbesecn 1, 696, 277 303, 672 
1957—Ist Quarter. . -.-----------2------- nnn nnn nn nn nnn nn nnn nen nnnnnnnn wen wnnn 568, 748 97, 666 
Od Quai ter... ...-------- 2 eee ne nnn e enon ene e own nnn c enw eecewseseees~ 564, 261 94, 686 
$d quarter... .....----2-<---------200------22-- wenccncncwsenencsceseccs 561, 880 95, 123 
Total.- 4 694, 889 287, 475 
Percent change, —0.1 —5.3 

Woolen and worsted broadwoven fabrics 
[Thousands of linea- vards] 
United States New England 
Total Apparel Total Apparel 

—e eee LT | 
Sitti Sit RRR TOR Ts saan me ccnginn scapionsasions ygteotedl 82, 709 79, 379 1 42, 785 141,617 
WG Quaid. 000 2.0k-sucdencdaabwathn diel 87, 819 $5,117 | 146,302] 145° 349 
$d quarter. ...-------.---------«--+-+--+----++-+--- 79, 979 77, 397 1 39, 554 1 38, 616 
aid. wuecsnmseasten eee ee 250,507} 241,923] 1198,641| 1125, 582 
1057 —Ist Quarter .....-..-.---scnsscenennnoeseresnnccons 77, 301 73, 345 36, 414 35, 147 
2d quarter wn nn a nee n nee n nee e ene e nee e-------- 81, 201 77, 873 37, 433 36. 528 
3d quarter....------------------------------------ 74, 930 71, 090 35, 341 34, 526 
Total ait aban Tem ae es kesing 233, 432 222, 308 109, 188 106, 201 
Percent change, Ist 9 months of 1957 from 1956..-...-- —6.8 —8.1 —15.1 —15.4 


ms Apparel for Government orders not available. 
24093—58—pt. 2 63 
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(d@) Employment 


[In thousands] 





United States New England 











Allmanu-| Textiles | All manu-| Textiles 


facturing facturing 
REE a eee eee See, 14, 967 1, 292.0 1, 453. 5 273.4 
i a oe te dtd ani siebdaed 16, 959 1, 026.9 1, 495.3 158. 1 
lh ali nenttdooegeinctendmee: 15, 880 947. 4 1, 386.3 132.8 
Percent changes, January 1958, from— 
I I i ccicicceemivenncuinawminiisiinnis +6.1 —26.7 —4.6 —51.4 
I i eicaiah in as cwa hadith pinieinaiaphinntiiniintieeeenial —6.4 —7.8 —7.3 —16.0 


(e) Prices and mill margins 


Wholesale price index 


[1947-49100] 

January January Percent 

1958 1957 change 
aloe pioaelinsineeecinineiedivivta dpa rabeepaeioior worn 118.7 116.9 +1.5 
ee Rede. satiaihiomiammenningerswininmmninnwe 90.1 92.3 —2.4 
Broadwoven........- la aa Geen cca i etait ee te 86. 6 89. 6 —3.4 
a Smee 81.2 82.1 —1.1 
I a eee ee eainemameune 66. 6 66.9 —.4 
Wool products......... TE, OLE Pit ET NINE EE ALTON PER 105. 2 109. 1 —3.6 
I in heh elena ils menos 109. 2 107.3 +1.8 

Cotton mill margins 

January— Cents 
a a  mepeehsingninubinines teoninthinajaensaaseiouneiation 29. 19 
acces ener dinlinaieinotsimcioemvemsinoecsomie 25. 26 
enn tee UI opr ese rican meianmeanenennmee 3. 93 


SOURCES OF DATA 


1. Bureau of Labor Statistics, United States Department of Labor: Employ- 
ment and wholesale price index. 

2. Bureau of the Census, United States Department of Commerce: Production, 
employment, machinery, number of mills.’ 

3. Securities and Exchange Commission and Federal Trade Commission: Sales 
and profits. 

4. United States Department of Agriculture: Mill margins. 


TABLE OF EQUIVALENTS—WEIGHT CATEGORIES OF IMPORTS AND DOMESTIC PRODUC- 
TION, WOOLEN AND WORSTED BROADWOVEN FABRICS 


Imports of woolen and worsted broadwoven fabrics are shown in weight cate- 
gories on the basis of ounces per square yard. Domestic production is shown 
on the basis of ounces per linear yard. In order to compare imports with domestic 
production by weight categories it is necessary to— 

1. Ascertain the domestic category comparable with the import category. 
2. Convert domestic production from linear to square yards. 

The following table shows in column A the weight categories of imports in 
terms of ounces per square yard; column B shows the equivalent category in 
terms of ounces per linear yard and column C shows the actual categories reported 
for domestic production in terms of ounces per linear yard. 





1 Loss estimates through 1957 by NTA. 
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pls seinem 
Co). A—Imports, ounces per square | Col. B—Equivalents, ounces | Col. C—Domestic production, 





yard per linear yard ounces per linear yard 
Over 4, not over 6 ounces.......... 6 00 OOUMONR. 5 onc dccccecccces Less than 9 ounces. 
Over 6, not over 8 ounces.......... RES Ce ee ae 9 to 12 ounces. 
Over 8, not over 10 ounces.-........| 12.1 to 15 oumces..............- 12 to 16 ounces, 






Over 10, not over 12 ounces .-| 16 to 20 ounces. 
Over 12, not over 18 ounces... . -| 20 to 26 ounces, 
Over 18 ounces................-...| 27.1 ounces and over........--- 26 ounces and over. 





United States imports and production of woolen and worsted broadwoven fabrics, 
1st 6 months 1957 





Domestic production 














Imports, Imports as 

Weight category ! thousands percent of 

of square Thousands} domestic 

yards Weight category 2 of square | production 

yards 
Not over 4 ounces...............- 639 

Over 4, not over 6 ounces........- 4, 306 }Less than 9 ounces. ......-...-.. 14, 738 33.6 
Over 6, not over 8 ounces........- 0,308 | 9 to 13 ounces. .................. 116, 994 8.0 
Over 8, not over 10 ounces-....---- 2, 581 | 13 to 16 ounces. ..............-.. 46, 588 5.5 
Over 10, not over 12 ounces-......- 2, 560 | 16 to 20 ounces. ................. 28, 114 9.1 
Over 12, not over 18 ounces.-...--- 2, 236 | 20 to 26 ounces. _..............- 16, 143 13.9 
SPORE BP ian on ceccisakceteuss 107 | 26 ounces and over_..........-.- 1,112 9.6 
re BOGNOD tas cnckecnccebesdencandaseesconadne 225, 189 9.6 





1 Ounces per square yard. 
3 Ounces per linear yard. 


Note.—Categories only roughly equivalent. 
Source: U. S. Tariff Commission and U. 8. Bureau of the Census, 


United States imports of woolen and worsted fabrics, 1953 and 1st 6 months of 
1957 


[Thousands of square yards) 











Of total 
All imports, 
countries Japan percent 
from Japan 
24, 299 219 0.9 
19, 474 827 4.2 
29, 150 2, 880 2.9 
34, 756 6, 066 17.4 
1957, Ist 6 months ! 21, 736 4, 610 21.2 
Percent change, 1956 from 1953.............-.....- Guncestensicseeses +43 +2, 670 |...... pianenm 





1 Data for entire year 1957 not yet available. 


Percent increase in Japan’s share of United States total imports 


1957 from— 


oo 2, 256 
TI ccc co erence nensetenapiaereniganempantamncapiniteianatancthinandiinnntaiapiaia paige 404 
CI cscs epeseicenicnemrnen einem nieneiancnaiaineienesiptsunaintnissehtahesanednnbanissishiinialiiaytiaiiion 114 
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United States imports of cotton fabrics, 1953-57 














{In square yards] 
Fabrics, total | Countable fabrics 
All countries Japan All countries Japan 
i ai an Eee ene enbene 72, 985, 787 (4) 64, 294, 300 | 30, 665, 689 
it Skt pa dibipheadktbnoneenchewen 83, 717, 922 47, 384, 425 73, 475, 976 47, 320, 548 
a ow eeatnianerbigenwiuipaie 146, 225, 604 105, 274, 509 133, 140, 486 99, 533, 728 
Did di didabtbidbowddcanpeenanddenvobeses 198, 077, 056 153, 481, 673 188, 236, 830 142, 942, 683 
diel bhawnecddbanctbbecttencoewnepiuibend (‘) (4) 122, 500, 092 | 86, 591, 674 
Percent change: 
Dt CUTE ccicabevsascecdebuseabssuece +171 | (@) +193 +366 
asia nee enniandinneind | () (1) +00 | +182 
1 Not available, ; 
Japan’s share of United States imports 
[Percent] 
= : a 
Fabrics, | Countable 
total fabrics 








1 Not available. 


Source: Basic data from Bureau of the Census, U. S. Department of Commerce, as presented by Asso- 
clation of Cotton Textile Merchants (New York). 


(Whereupon, at 12:30 p. m., the committee was recessed until 
2 p. m., this same day.) 
AFTERNOON SESSION 


The Cuarrman. The committee will please come to order. 

Our next witness is Mr, Jules J. Kohenn. 

Please identify yourself for the record by giving your name, ad- 
dress, and capacity in which you appear. 


STATEMENT OF JULES J. KOHENN, PRESIDENT, FOREIGN TRADE 
TRAINING CENTER, CHICAGO, ILL. 


Mr. Konenn. The name as it appears on the statement is Jules J. 
Kohenn. The address is 7700 South Yates Av enue, Chicago 49, Ill. 

I am the president of the Foreign Trade Training C enter in Chi- 
cago, which is an academic instruction speci ializing in preparing 
people for work in the export-import and allied industries, 

The CHamMan. Would it be possible for you to conclude your 
statement in the 10 minutes which we have allotted to you, sir? 

Mr. Kouenn. I shall try. 

The Cuarrman. I hope you can because the committee can only sit 
for about an hour, and we have about 1 hour and 5 minutes of oral 
testimony to be presented to the committee. 

Mr. Konenn, Yes, sir. I purposely couched the statement in terms 
as brief as possible. 

The Cuarrman. If you omit parts of it your entire statement, with- 
out objection, will be included in the record plus those matters 
appended to your statement. 
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Mr. Konenn. Thank you, sir. 

On page 4 of the statement there are two corrections which should 
be made. In the first paragraph the first line, instead of 60 typical 
manufacturing companies, that should read 58. 

On the seventh line down in the same paragraph, instead of 52 of 
these companies, that should read 50 of these companies. 

The Cuarrman. All right, sir. You are recognized. 

Mr. Kouenn, The first point I make is that failure to continue 
the reciprocal trade agreements program will lead to chaos in the in- 
ternational commerce of the free world. 

Enactment of the original Reciprocal Trade Agreements Act in 
1934 was the first of a particular series of steps taken by the United 
States to promote international economic stability and world com- 
merce. 

When the lend-lease agreements were made in 1942, a clause was 
included in each of them — for joint and combined effort, in the 
postwar years, to do away with quantitative and qualitative restric- 
tions on the international movement of goods. 

The General Agreement on Tariffs and Trade (GATT) resulted 
from this effort. The International Monetary Fund was set up with 
our help to restore order to the incipient chaos on the world currency 
scene. The International Bank for Reconstruction and Development 
was organized, also with our help, to provide financing for improve- 
ment projects of a capital nature for the member countries. 

Working within the framework of GATT, we have actively striven 
for the freer movement of goods throughout the world. The high 
levels of international commerce and the accompanying world pros- 
perity of these last few years bear out the wisdom of this policy which 
we have been pursuing since 1934. 

Because the economies of the nations of the free world are so closely 
bound together by the ties of trade, a marked change in the position of 
one has an impact upon all. Small nation, small impact; big nation, 
big impact—it’s that simple. As the number one trader of the world, 
whatever we do has a great effect on the economies of all the coun- 
tries with whom we trade. A reversal of policy at this time will have 
serious consequences. 

Lapse of our trade agreements will bring about in world commerce 
the very chaos we have striven to avoid. For this reason the Trade 
Agreements Act should be passed. 

Second, failure to continue the reciprocal trade agreements program 
will deter the development of free enterprise economies, our only sure 
bulwarks against communism. 

We have been pes money into the countries of the world since 
1945 in order to help them rebuild their economies. Basically, what 
we have really been trying to do has been to help them to develop 
capitalist economies. 

We have hoped that the profit motive will manifest itself sufficiently 
to bring about the creation of a sizable entrepreneurial middle-class 
which will seek new markets for the goods and services they create or 
buy and thereby spread the benefits of a free capitalist economy 
throughout their land. " 

No small part in this drive has been played by the reciprocal trade 
agreements program. As we have made it possible for businessmen 
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in other countries to sell to us, so have we made it possible for them to 
buy from us. 

The effects of this pattern of two-way trade have been entirely salu- 
brious and beneficial. To the extent that we have been fostering free 
enterprise economies in those countries with whom we trade, we have 
been building the only sure bulwarks against communism. A busi- 
nessman who is operating at a profit is not a very good prospect for 
conversion to communism. For this reason, the Trade Agreements 
Act should be passed. 

Third, failure to continue the reciprocal trade agreements program 
will necessitate a substantial increase in our foreign aid appropria- 
tions. 

The countries of the world have come to rely upon the dollars they 
earn in trading with us to buy for them very substantial portions of 
their requirements of consumer goods, capital equipment, and so forth. 

At the same time, we have found it necessary to provide them, 
through our foreign-aid program, with that quantity of dollars lack- 
ing to them because they have not sold us enough to pay for their 
purchases from us. 

Undoubtedly, we will strive to maintain our exports at this same 
high level of the past few years. If we fail to continue the reciprocal 
trade agreements program our import duty rates will rise and our 
trading partners will not be able to sell us as much as before. 

Consequently. they will earn less dollars and we will have to increase 
our foreign aid in order to give them the additional money with which 
to pay for our merchandise. Thus we will be furthering the goal of 
“aid” rather than “trade.” In order to avoid this anomalous situa- 
tion, the Trade Agreements Act should be passed. 

Fourth, failure to continue the reciprocal trade agreements pro- 
gram will increase our own unemployment while causing rises in the 
prices of consumer goods in our own domestic markets: 

If the reciprocal trade agreements program is discontinued, our 
foreign sales are bound to decline, unless, of course, we increase our 
foreign-aid appropriations. But if we decide to cut down on the 
foreign-aid programs, we shall find that our erstwhile customers are 
no longer with us because of lack of dollars with which to pay for 
our merchandise. 

As a consequence, those of our manufacturers who have been selling 
abroad will find that they are obliged to cut back production with 
resultant layoffs of personnel. As production labor is let go and less 
goods find their way into shipping channels the personnel engaged in 
the traffic, insurance, financing, advertising, packing, and other serv- 
ices will have less to do and further layoffs will occur. Thus what 
starts out to be a very small decline assumes major proportions. 

A study made in the last 2 weeks of 60 typical manufacturing com- 
panies in the Chicagoland area indicates that of a total of approxi- 
mately 170,000 employees, at least 20,000 were allocated to export 
activities. 

The size of the companies ranged from very small ones with as few 
as 8 employees to substantial ones with as many as 63,000 employees. 
Their percentage of sales going into export ranged from 114 percent 
to as high as 52 percent. 

Fifty-two of these companies gave information regarding their 
gross annual sales. For these, it totaled almost $4 billion. The at- 
tached tabulation serves to give greater detail. 
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From these figures it is clear that a cutback in export sales would 
mean a probable cutback in production with probable corresponding 
layoff of approximately 11 percent of the total labor force of these 
companies or 20,000 men. ultiply this by at least 8 to take into 
account the snowballing effect on the service industries and you will 
have a reasonably accurate picture of what discontinuance of the 
reciprocal trade agreements program can mean. 

Should our tariff rates be increased, we can anticipate almost imme- 
diate rises in the prices of consumer goods in our own domestic mar- 
ket. Whenever a domestic manufacturer finds that he enjoys the 
protection of an import tax, he is prone to take advantage of it and 
raise his prices to a level just below that one at which a foreign sup- 
plier can match him. 

The only one who gets any benefit from this is the manufacturer, 
because he gets higher prices. The consumer gets hurt because he is 
denied the price and quality benefits afforded him in a freely compet- 
itive market. 

tor these cogent reasons, the Trade Agreements Act should be 
passed. 

In conclusion, we believe we have demonstrated in nontechnical lan- 
guage the simple and basic facts of the role foreign trade plays in the 
economic life of the United States. 

We submit that the maintenance of high levels of production and a 
high standard of living in this country necessitates the continuance 
of the reciprocal trade agreements program. 

Furthermore, if we are to erect strong allies against the Commu- 
nist menace we must help them develop free enterprise economies. By 
doing so, we also make possible the ultimate decrease in foreign-aid 
programs. For all of the foregoing, and for the benefit of our country, 
we urge enactment of the trade agreements legislation. 

The CHarrman. Mr. Kohenn, we thank you, sir, for coming to the 
committee and giving us the benefit of your views. 

Are there any questions ? 

Mr. Mason. Yes. 

The Cuatrman. Mr. Mason. 

Mr. Mason. Mr. Kohenn— 


Failure to continue the trade agreements program will lead to chaos in the 
international commerce of the free world— 

is your thesis for the first point and you have on page 1 and part of 
page 2 the argument to back that up. The argument does not prove 
your first point by any means. You have some false statements in 
your argument: 

Lapse of our trade agreements will bring about in world commerce the very 
chaos we have striven to avoid— 
and so forth. 

Now, that statement is true, that lapse of our trade agreements would 
do that, but there is nothing in front of this committee that would mean 
there would be any lapse in our trade agreements. If we fail to con- 
tinue and extend the Reciprocal Trade Agreements Act in the bill 
before us, all of our trade agreements would continue just as is and 
there would be no lapse in our trade agreements. 

Mr. Konenn. That is quite true except, sir, that when these trade 
agreements expire they could not of themselves be renewed without 
new authorizing legislation. 





| 
| 
! 
| 
| 
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Mr. Mason. They do not expire until one party or the other says 
“Weare through.” 

Mr. Konenn. All right, sir. Now, suppose we were to serve notice 
on the world that we do not go ahead with the extension of the current 
legislation. The rest of the world takes this as notice that sooner or 
later they will be faced with unilateral trade action on the part of 
the United States. 

Mr. Mason. If that is the way they want to interpret our acts they 
are perfectly liable to do it but that is not what the action would 
mean. 

Mr. Konenn. That may be all well and good, sir. We may not 
intend that this action means that. 

Mr. Mason. Then we have to adjust our action as to what the world 
would take as the meaning of that action. 

Mr. Kouenn. No, sir. What I am saying is that we have to take 
into account the fact that we no longer live alone and that the other 
nations of the world do look to us for some leadership in an area in 
which we have been asserting leadership since 1934 and that, if we in 
our position of pushing for international economic cooperation and 
development, have a free capitalist economy wherever possible take 
the position that we are not going to go along with this any more and 
that the existing treaties on the books may be wiped out by unilateral 
action on the part of any one of the trading partners who has signed 
this treaty, we are saying to the world, “Sir, you people go to Halifax, 
and we will go on our own way.” 

Mr. Mason. We have been taking the leadership in the world in 
this reciprocal trade agreements program in one respect and one 
respect only, and that has been to keep lowering our walls here while 
other nations have been raising their trade barriers and putting up 
~— ne that you cannot even cross with licenses and quotas and 
so forth. 

Well, sir, I would like a demonstration of that because by the very 
nature of our trade agreements and by the very nature of the negotia- 
tion process we sit down and negotiate with these people and extend 
to them the most-favored-nation agreement which they extend to us 
and, if you are to go through every single act that has been signed 
under the authority, you will see that that is so. 

Now, you may take the position that they impose import quotas 
and licensing restrictions. Certainly they do for a very good reason 
because they are faced with the problem of budgeting economically, 
budgeting in terms of national economy so that they may make their 
dollars go as far as they possibly can. I do not say that in all quotas 
established this is the motive, but I say the basic requirement that 
they budget their economies and budget what they do with their dollars 
is there and, if they were not to do so, then exactly what happened in 
1945, 1946, 1947 in some of the Latin American countries would 
happen. 

Argentine is an example where a vast tremendous cumulation of 
billions of dollar reserves were frittered away in a matter of two 
areas and Argentina was left in a position of not having dollars with 
which to pay for American goods, and to this day American manu- 
facturers who have shipped to Argentina are still waiting 2 and 3 
years for money. 

Mr. Mason. Well, Mr. Chairman, I cannot argue this with a man 
who talks all around the point. 
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The Cuarrman. Are there any further questions? 

Mr. Srmpson. I have questions, Mr. Chairman. 

The Cuarrman. Mr. Simpson. 

Mr. Stmpson. Do you conduct a school? 

Mr. Konenn. Yes, sir. 

Mr. Sumpson. What kind of a school do you conduct ? 

Mr. Kouenn. We are a nonprofit organization operating an insti- 
tution training people for careers in export-import, ocean transporta- 
tion, marine insurance, and so on. 

Mr. Srmrson. Do you teach about the Reciprocal Trade Agree- 
ments Act? 

Mr. Konenn. We certainly do. 

Mr. Srmpson. And do you understand that if we do not renew this 
law that all the reciprocal trade agreements expire ? 

Mr. Konenn. No, sir. 

Mr. Srmpson. You were talking to Mr. Mason as though discon- 
tinuance of this act would affect the treaties alre ady in effect. You 
do not mean that? 

Mr. Konenn. Only to the extent, sir, of serving notice on the rest 
of the world that the authorization to continue such negotiations is 
being taken away. 

Mr. Stwrson. You mean new agreements ¢ 

Mr. Konenn. Yes. By serving this notice we in essence are saying 
to the rest of the world that we are reversing the course or departing 
from a course which we have been following : since 1934 and therefore 
the rest of the world will proceed to do exactly what they did during 
the twenties and thirties when countries engaged in bilateral nego- 
tiations with each other arrived at little deals. 

Two or three countries would get together and work this out to 
the detriment of our own economy. 

Mr. Simpson. Now, you are a teacher and I presume you know 
what you are teaching, but if we renew this bill every one of the ex- 
isting agreements will remain in effect and, second, any one of the 
countries that is involved can withdraw any time they want to 
whether we renew the bill or not. You understand that? 

Mr. Konenn. That is true, sir. 

Mr. Stmpson. What does this bill have to do with it, then ? 

Mr. Konenn. What the bill has to do with it is indicating to the 
rest of the world that we are going along with a policy of trying to 
foster greater trade. 

Mr. Simpson. You mean that we are going to go along with the 
policy of lowering our protection ? 

Mr. Konenn. No, sir; because that is done by negotiation. 

Mr. Stmpson. Because that is what ? 

Mr. Kouenn. That is done by negotiation. 

Mr. Srvpson. We authorize the negotiation. Do you want us to 
reduce duties still more? Do you w ant us to reduce our protection ? 

Mr. Kouenn. Wherever it would be to the best interests of this 
country I would say “Yes.” 

Mr. Srumpson. Do you have in mind any areas where it would be 
advantageous? 

Mr. Konenn. Not offhand. I would have to think about it and 
study them through. 
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Mr. Smrrson. You are a teacher. Don’t you have any idea of 
areas where we ought to reduce the duties ? 

Mr. Kouenn. I would not want to say without exploring further. 

Mr. Smuwprson. Yet you come before us and want us to authorize a 
group of citizens to go out and negotiate lower duties. 

Mr. Kouenn. I want you gentlemen to authorize not a group of 
citizens but the Government to continue the negotiations and con- 
tinue a policy which has made this possible. 

Mr. Smpson. Do you want Congress to do it ? 

Mr. Konenn. To do the negotiating ? 

Mr. Stmpson. Yes. 

Mr. Kouenn. No, sir. I don’t think so because that is what the ex- 
cutive branch of the Government is supposed to do. 

Mr. Srmpson. They are not supposed to do it unless Congress tells 
them to doit. You teach this, do you not? 

Mr. Konenn. That is what they have been doing for the past 23 
years in accordance with the authorization of Congress. I do submit 
that if this legislation were not to pass we would be serving notice 
on the rest of the world that it is the sense of this Congress of the 
United States Government that we no longer want to go along with 
fostering a climate of trade in which there is negotiation to lower 
trade barriers, to help definitely free economies all over the world and 
increase our own volume of business, that we no longer want to go 
along with creating this climate. 

Mr. Srpson. As I understand, you teach your students that, if the 
Congress of the United States fails to authorize the executive branch 
to make further cuts in duties, we are serving notice on the rest of 
the world that we don’t believe in mutual cooperation with respect 
to duties. 

Mr. Konenn. That is not what I said, sir. That is not what I said 
because such cooperation may still be possible, but the fact still re- 
mains that, although our Congress here may have one intent in mind 
when they pass legislation, the other nations of the world can’t look 
at the intent of the Congress. They simply look at their reaction to it. 

ae Smarson. Do you believe American business should be pro- 
tected ¢ 

Mr. Konenn. It should be protected. 

Mr. Suvpson. You believe it should be protected ? 

Mr. Konenn. To the point where it can engage in business and if 
you protect it to such a point where business is impossible then you 
are not doing very much protection. 

Mr. Srupson. I say do you believe that we should protect American 
business so that it makes a profit ? 

Mr. Kouenn. So that it makes a profit, yes; so that it can make 
more profit, even more. 

Mr. Stmpson. If an American business which fails to make a profit 
is, under the escape clause, entitled to relief according to the Tariff 
Commission, do you think it should get it automatically ? 

Mr. Konenn. Are you speaking of a specific industry or are you 
speaking of a specific company ? 

Mr. Stmpson. Any specific industry. 

Mr. Konenn. A specific industry under terms of the escape clause. 
I would say that that industry has a good case. 
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Mr. Smoupson. Where the Tariff Commission has agreed that the 
industry has suffered serious injury and recommends relief you agree 
with me and of course I agree that they should be given that relief. 

Mr. Kouenn. Yes, sir. I believe it should be given some relief. 

Mr. Suwpeson. I commend you on the fact that you are indicating 
now that you do believe in protecting American industry and that 
is all I want todo. I don’t care how we make these bargains abroad. 
I don’t want the Ways and Means Committee to do it. I don’t want 
the Congress to do it. It is all right with me if the Congress 
authorizes someone to do it provided we have the final word and 
that the American business is protected. 

That is all, Mr. Chairman. 

The Cuatrman. Are there any further questions? 

If not, we thank you, Mr. Kohenn, for coming to the committee. 
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13 companies. 
2 Insufficient information. 
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The CHairman. Our next witness is Mr. Edwin Wilkinson. 
Mr. Wilkinson, please identify yourself for the record by giving 
your name, address, and the capacity in which you appear. 


STATEMENTS OF EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT, 
AND EUGENE 0’DUNNE, WASHINGTON COUNSEL, NATIONAL 
ASSOCIATION OF WOOL MANUFACTURERS, WASHINGTON, D. C. 


Mr. Wiixrnson. My name is Edwin Wilkinson. I am executive 
vice president of the National Association of Wool Manufacturers. 
I am accompanied by Eugene O’Dunne, Washington counsel. 

The Cuatrman. Mr. Wilkinson, will it be possible for you to con- 
clude your testimony in the 20 minutes allotted to you, sir ? 

Mr. Witxrinson. I will do my best and, if I go too fast, I hope you 
put the brake on it if I am unintelligible. 

The Carman. If you omit any parts of it, without objection your 
entire statement will appear in the record. 

You are recognized, sir. 

Mr. Wivtxrnson. We appreciate the opportunity to express our 
views before this committee of the Congress. 

The National Association of Wool Manufacturers is a trade associa- 
tion with headquarters at 386 Fourth Avenue, New York City. Its 
membership comprises about 70 percent of the industry processing 
fibers on the woolen and worsted systems, qualifying for membership. 

The association is not opposed to Government pursuing all proper 
efforts to stimulate international trade in a manner consistent with 
our Constitution, and for the express purposes of advancing the gen- 
eral economic welfare and of securing the defense potential of the 
United States. 

To achieve these purposes, the advancement of the general economic 
welfare and national security, we believe that the needs of the United 
States should be the criterion of our trade-tariff policy. To increase 
competitive imports of products in which we are self-sufficient, or to 
inhibit the importation of products in which we are deficient is il- 
logical and contrary to the national interest. 

The President frequently, in espousing the cause of foreign trade 
stimulation, has declared his belief that such efforts should be on a 
selective basis. 

We oppose H. R. 10368 on the grounds that it fails to meet the fore- 
going condition or to serve the stated purposes in that it provides no 
clear criterion for foreign trade stimulation. This position is based 
on intimate experience under the trade agreements program. 

The trade agreements program, as it would be perpetuated by H. R. 
10368, has been sold hard and repeatedly to the public and the Congress 
by our State Department and proponents outside of Government. 
Some of the “argument” advanced for its perpetuation would put to 
shame the medicine man, the cure-all peddler, of the past. 

In 1934 the declared purpose was to expand the foreign markets for 
the products of the United States as a means (1) of restoring the 
American standard of living, (2) of overcoming domestic unemploy- 
ment and the economic depression, (3) of increasing the purchasing 
power of the American people, (4) of establishing a better relationship 
among various branches of American agriculture, industry, mining, 
and commerce. 
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It was an emergency measure. Its declared purposes were strictly 
of a self-interest nature rather than the high sounding altruistic 
global salvation reasons that later attached to it. This cycle of 
fallacious reasoning has been completed and, again, it is being urged 
as a depression cure. 

In 1937 and 1940 the trade-agreements program was advanced as 
a cornerstone of world peace. You all will recall the slogan “World 
Peace Through World Trade.” Assuredly, no one has forgotten 
World War II or Korea, which followed. 

In 1943 the State Department contended that renewal of the Trade 
Agreecents Act “will be regarded by peoples throughout the world 
as the acid test of our future intentions respecting the peace.” The 
act was renewed but apparently this “acid test” did not etch too great 
an impression on our former ally—Russia. 

There is no need further to explore the unwarranted claims to 
virtue that, from time to time, have been advanced for the program. 
Monotonously they have exploded of their own frailty and error. 
Against this background of demonstrated failure I will try to give 
substance to our current objections. 


CONSTITUTIONAL OBJECTION 


The Constitution of the United States provides that “the Congress 
shall have power to regulate commerce with foreign nations.” To the 
extent that Congress delegates or surrenders this clearly established 
authority and responsibility to another branch of the Government 
= witness the erosion of constitutional government in the United 

tates. 

We urge Congress to take immediate steps to end erosion here. 
We believe Congress should recapture its authority, not only with 
respect to remedial tariff actions, but also with respect to such changes 
in duty rates, procedures and regulations as time and circumstance 
may dictate in furtherance of increased beneficial international trade. 

In urging Congress to recapture its authority we do not suggest 
the Congress deal exhaustively with individual tariff rates as it did 
in 1929 and 1930. There are other means available. 

Practicable, alternate proposals have been offered since the late 
forties. One such proposal we endorsed called for the establish- 
ment of a foreign trade authority (an expanded Tariff Commission 
if you will) with power to establish tariff rates such as would pro- 
mote fair and reasonable competition between domestic and imported 
products in our home market. 

The operations of the trade authority would be subject to congres- 
sional veto but would not require congressional approval. While it 
called for cancellation of existing agreements the proposal further 
provided for continuation of the rates established in those agree- 
ments until such time as the trade authority found cause for change. 
Proposals very much along these lines are being introduced before 
this Congress. We believe they warrant your most careful con- 
sideration. 

With respect to the status of existing agreements may I point out 
that they have self-perpetuating clauses. They would not end if 
the Trade Agreements Act were not extended. Notice by one of 
the parties would be required prior to any attempt to modify or 
cancel the concessions already granted. 
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ECONOMIC OBJECTIONS 


The trade agreements has not advanced the economic welfare of 
the wool textile industry. In fact, there is convincing evidence that 
rather it has contributed to the ranks of the unemployed, the num- 
ber of which currently is a matter of grave concern. The adverse 
economic environment confronting this industry as a consequence of 
the trade agreement program and its administration persists despite 
the so-called safeguards Congress has written into the law and de- 
spite a special note intended as a remedial measure devised by our 
Condnuianek negotiators at Geneva in 1947. 

Perhaps the question comes to your mind: Why should you be 
concerned over preservation of our wool textile industry? Beyond 
the employment and taxes it provides, above the service it performs 
in manufacturing needed materials for civilian and industrial uses 
it is recognized by the Director of the Office of Defense Mobilization 
as an industry essential to national security. 

The ODM Director recently found that our present pliant is ade- 
quate for direct military wool textile requirements but I can assure 
you that you will find this opinion is not universally held by quali- 
fied persons, in or out of Government. 

It is a publicly established fact that certain of our military esti- 
mates in other fields have proved fallacious. Let us, for the moment, 
label this question “moot.” The fact remains: There is complete 
accord between Congress, the Office of Defense Mobilization and in- 
dustry that our wool textile industry is essential to national security. 
How has this essential industry fared under the trade agreements 
program ? 

In secret tariff negotiations in 1947 at Geneva our Government 
entered into a General Agreement on Tariffs and Trade (GATT) 
with 23 foreign nations. The provisions of this general agreement, in 
our opinion, went so far beyond the tariff changes authorized by the 
Congress that it constituted a treaty. That treaty has not-been sub- 
mitted to Congress for ratification. 

Substantial and unwarranted reductions in duty were made on 
many wool items. In the case of wool cloths, the duties were cut 
from a range of 35 to 45 percent to a flat 25 percent (20 percent for 
billiard cloth). Even our negotiators seemed to feel these cuts were 
too steep and, as a result, negotiated a note which became known as 
the Geneva reservation : 

The United States reserves the right to increase the ad valorem part of the 
rate applicable to any of the fabrics provided for in item 1108 or 1109 (a) 
of this part to 45 per centum ad valorem on any of such fabrics which are 
entered in any calendar year in excess of an aggregate quantity by weight 
of 5 per centum of the average annual production of similar fabrics in the 
United States during the three immediately preceding years. ' 

This reservation in GATT provides for a quota on tariff rates, not 
a quantitative quota. It permits the United States to increase the 
duty on wool cloth from 25 to 45 percent. This may be done when 
imports exceed 5 percent of domestic production averaged over the 
3 prior years. At the end of any year the duty reverts to 25 percent 
and the 5 percent trigger point must be exceeded in each calendar 
year before the duty can be raised. 

Upon publication of this reservation we sought to achieve clearer 
definition of its terms. In particular we wanted definition of the 
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term “similar fabrics” which to us means that categories of fabrics 
can be established and the duty increased when imports exceed the 
5 percent trigger point in each category. rhe 

Our concept followed the lines of the Vandenberg-Millikin com- 
promise as reflected in article XIX of GATT wherein the right to 
withdraw or modify a concession is preserved if imports of like or 
directly competitive products, under certain conditions, threaten seri- 
ous injury to domestic producers. 

We did achieve some improvement in the Government’s collection 
of import data. But in our main purpose, that of having the reserva- 
tion operate on categories of similar fabrics, we were thwarted. 

Our Government held until recently that the word “similar” vir- 
tually meant “all” and this barred use of the category method. When 
this position could not be sustained on the basis of the common mean- 
ing of the words in the Reservation, the Government took refuge in 
“confidential” memoranda used in the secret negotiations in 1947. In 
addition, the foreign interests were favored in computing the domes- 
oe production base against which the 5 percent trigger point is 

sured. 

“For example, this was done by including United States blanket 
production in spite of the fact blankets are not covered by the tariff 
paragraphs cited in the Reservation and are not similar to the specified 
imports. Such action permits more imports to enter at the cut-rate 
duty of 25 percent. 

These strained and tortured interpretations had the effect of delay- 
ing the implementation of the reservation to our disadvantage. Im- 
oe increased in a steady surge while American plants liquidated 

y the scores, employment, production and profits contracted. This 
record is depicted in “50 percent contraction in the wool textile in- 
dustry—Danger Ahead,” which is the booklet. 

In July of 1953 we requested the President to give effect to the 
reservation but no action was taken. The sum total of the response 
was that our interpretation of the reservation was not in accord with 
that held by our State Department to which I previously have alluded. 

Therefore at a hearing in October 1954, before the Committee for 
Reciprocity Information, held in advance of impending GATT nego- 
tiations, we made specific recommendations that our Government un- 
dertake renegotiation of the reservation to make it clear it said that 
which we already thought it said. We are not aware that the Gov- 
ernment ever pursued this attempt to clarify the meaning of the 
reservation. 

By contrast, foreign governments, which now are bitterly com- 
plaining about the reservation, at no time made any attempt to re- 
negotiate this provision inGATT. 

It was not until 1956 that action was taken and then but for the last 
quarter of the year. Foreign press reports branded the action politi- 
cally inspired in an election year. Immediately our import interests 
and the foreign interests moved to attack the reservation. 

In April 1957, we learned that our State Department was in favor 
of yielding to the pressures of the British and of our clothing manu- 
facturers. They sought to breach the 5 percent trigger point and to 
reduce the 45 percent remedial ad valorem duties. 
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Some foreign countries held that it would be acceptable if, in its 
administration their “fair share” of the American market was assured 
to them. 

This leads to an interesting point. The “fair share” of our Ameri- 
can market for the American producer, were he to pay his foreign 
competitor’s wages, is nil—zero. Not 1 pound of yarn or 1 yard of 

oods could the American producer ship across State lines if his wage 
evel was 50 cents as in Britain, 45 cents as in France, 30 cents as in 
Italy, or 14 cents as in Japan. The American manufacturer cannot 
import foreign workers to work here for such low wages—our immi- 
gration laws take care of that. 

But our Government encourages imports of goods made by this 
low-wage labor by reducing again and again the tariffs intended to 
equalize existing wage gaps. One way to beat this, of course, is to 
transfer operations to these low-wage foreign countries and bring 
the goods in. 

Our interstate barriers to unfair competition, created by our Fair 
Labor Standards Act crumble before the competitive imports from 
low-wage foreign sources. These imports thus are immune to our 
wage-hour laws. While a transfer of operations may be a good way 
to beat this unfair situation we fail to see how it will beat the domestic 
depression, preserve the peace or contain communism. 

In this connection I note the report that the 13,000 textile workers in 
the Prato region of Italy, a high potential source for our woolen im- 
ports, are card-carrying Communists. I sincerely doubt any increase 
in their exports to the United States of America will alter this fact. 

Returning to the reservation, it was continued for 1957, neither 
weakened nor improved. The tariff-rate quota was established by the 
same general formula and duties were increased on July 26, 1957—14 
million pounds of wool cloths having entered at the cutrate 25-per- 
cent duty. 

The industry in general seemed to draw encouragement from this 
apparent intent of our Government to accord it some degree of pro- 
tection. There were those, however, who believed the reservation, 
because it did not recognize specific areas of competition by estab- 
lishing categories of similar fabrics, would fail of its purpose. 

In June 1957, acting for the New England Senatorial delegation, 
Senator Green of Rhode Island asked the State Department to make 
public the records on the 1947 Geneva negotiations. Senator Green’s 
request was denied but he was offered a memorandum thereon. 

The Senator then requested that the memorandum be addressed to 
the question of whether there was anything in the record of the ne- 
gotiations which would preclude applying the tariff-rate quota on a 
similar fabric basis. I shall deal later with this memorandum. 

Also in June 1957, the British Foreign Secretary summoned the 
United States Ambassador to lodge with him a formal protest against 
the tariff-rate quota. Our Government agreed to review its operation. 

There is nothing in the reservation that requires continual reexami- 
nation and we believe its terms are reasonably clear as to its intent. 
We are somewhat dismayed by the prompt responses of our Govern- 
ment to foreign pressures for reconsideration as opposed to the long 
and arduous task confronting the domestic interests to achieve imple- 
mentation. 
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However, hearings were held in December 1957 by the Committee 
for Reciprocity Information and all parties, including a 
of foreign interests were on hand to testify. Had you been present 
to hear the line of testimony I am sure you would share our doubts 
as to the capacity of this phase of the trade agreements program to 
generate goodwill abroad. 

Above that, however, was the rebirth of general uncertainty, doubt 
and concern in the wool textile industry as to the Government’s future 
intention. The procedures for consideration were elaborated and this 
time the recommendation of the Committee for Reciprocity Informa- 
tion had to clear through the President’s newly created Trade Policy 
Committee. 

Rumors were rampant. Whether favorable or the reverse they 
could only have disturbing effect upon one or another of the interested 
parties. Such procedure is not conclusive to business confidence—the 
kind of confidence essential to beat this recession. 

On March 7 the President proclaimed the terms of the reservation 
for 1958. Inthe main it follows the past pattern. The 5 percent trip- 
point has been preserved. The 45 percent remedial ad valorem duty 
will apply to most wool cloth imports when a volume of 14.2 million 
pounds has been reached. All requests for improvement from the wool 
textile industry were denied. There are two disturbing new depart- 
ures that suggest the industry is confronted now with contradictory 
administrative fiat. 

Two categories of fabrics were established for special treatment, 
namely handwoven and certain religious fabrics. For these — 
categories a lower remedial duty of 30 percent was proclaime 

Repeatedly we have been told by our Rivetmmnet that fabric cate- 
gories were out of the question under the reservation. In the State 
Department memorandum to Senator Green, cited above, we find the 
following: 

If a fabric-by-fabric basis or any similar breakdown had been intended the 
matter would have been discussed in great detail in the negotiations. 


Also— 


According to the records of the Department, an official who had participated 
in the negotiations with the United Kingdom pointed out to the industry repre- 
sentatives that the reservation was not intended to apply to particular cate- 
gories within the two paragraphs, but was to be a quota based on the relation- 
ship of all imports dutiable under these paragraphs to all production of similar 
fabrics. 

We have constantly contended the wording of the reservation did 
not oe this State a aes intent. But the point I would make 
here is: Despite these Government assertions that no consideration 
could be given to classes or categories of fabrics the new order does 
just that. By this new interpretation the reservation deals with three 
categories: Handwoven fabrics, religious fabrics, and all others. 

In other words categories apparently cannot be used to aid the 
domestic industry but they can be used for the benefit of foreign in- 
terests. What other conclusion is available to us? 

In the State Department memorandum to Senator Green we also 
find: 


Records of the preliminary discussions within the United States Government 
in preparing for the 1947 tariff negotiations indicated (1) an understanding that 
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the proposal would result in uniformity, and (2) the belief that there was no 
justification for divergent ad valorem rates. 

It is our contention that the language of the reservation, bolstered 
by the above, clearly indicates that the remedial ad valorem duty was 
to be 45 percent. Despite all this, the new order establishes two ad 
valorem rates—45 and 30 percent. 

The new 30-percent rate being lower than the prescribed rate is to 
the benefit of the foreign interests. Is this not administrative fiat? 
What other conclusion is available to us? 

These new departures gnaw at our confidence as to future effective- 
ness of the reservation. They will serve to retard-investment and may 
restimulate the trend to mill liquidation. In saying this, I do not 
mean to suggest these results will accrue in consequence of the likely 
volume of imports of the cloths categorized for the lower duty but 
rather because confidence in the reservation and its administration has 
been diminished. 

Here we have an example of parties on all sides being gravely dis- 
turbed by an action of Government under a program that is alleged to 
build good will abroad and confidence at home. 

Despite the concessions cited above, the comments from the import 
and foreign interests that heralded the President’s action on the res- 
ervation were little short of vituperative. Repetition here would serve 
no good purpose. On only one feature did the foreign and import 
interests seem to find solace. 

The President directed his Trade Policy Committee to reconsider 
the reservation and seek alternatives for the future. This can meen 
only more future uncertainty for our industry. The “freer trade” 
proclivities manifested by the administration in supporting H. R. 
10368 and in loosening up the Geneva reservation bode ill for the wool 
textile industry. 

This is but one reason the industry has slim faith in remedial pro- 
cedures. 

ODM PETITION 


We also had recourse, as I have indicated, to the Office of Defense 
Mobilization. Under section 7 of the Trade Agreements Act of 1955, 
by which Congress intended to provide special consideration to avoid 
impairment of essential defense industries, we petitioned the Director 
of Defense Mobilization in March 1956 to investigate what we con- 
sidered to be a threat of wool textile imports to national security, 
heightened by the contraction of the wool textile industry. We served 
no aomeaties we asked for nothing but investigation and reappraisal. 

This booklet, Danger Ahead, summarizes the facts and our position. 
Please note the association policy declaration on the inside back cover : 

It does not seek Government aid in foreign markets nor a subsidy at home. 

It asks only that Government, in the national interest, adopt measures that 
assure fair competition for American-made wool textiles in the American market. 

Is that too much to ask? 

[t was not until June of 1957 that hearing was held on the petition. 

Despite the fact the sole issue was our national security, representa- 
tives of foreign interests were invited and permitted to appear and 
plead that our Government take no action which might inhibit their 
opportunity to profit in our domestic market. 
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On January 6 of this year ODM Director Gordon Gray made 
known his finding that the level of imports did not threaten to im- 
pair the national security. However, Mr. Gray did then unequivocally 
state that an adequate wool textile industry is essential to national 
security. Thus the core of the problem is, What constitutes adequacy ¢ 

His conclusion is predicated, in part, on the assumption that 
through allocation we can approach full production on existing and 
new capacity to meet all our domestic and export requirements. 

The fact is that, despite World War II manpower and material 
controls, and in face of some pressing needs, we did not at any point 
then approach full production. 

Perhaps what concerns us most is Mr. Gray’s reference to new ca- 
pacity. One of our purposes is to preserve what we have and might 
need rather than have the industry shrink in inadequacy and thus 
necessitate a costly and wasteful crash buildup of our plant in an 
emergency. 

In short, isn’t this reference to new capacity a clear admission that 
our present capacity is not adequate to meet projected overall needs? 

Another point of concern to us is the ODM’s prediction that our 
foreseeable productive capacity remains “several times greater” than 
direct military requirements. Of course, we are not privy to Govern- 
ment projections of its “direct military requirements,” but if those 
words “foreseeable productive capacity” likewise suggest reliance on 
new capacity we rest, at best, uneasy. 

There is more involved than the question of getting new machinery 
from our machinery manufacturers on time. In World War II our 
machinery manufacturers were turned to the production of military 
hardware and implements of war. We assume they would be recalled 
to war production in any new emergency, atomic or otherwise. There 
is also the question of organizing adequate managerial and operating 
personnel for the new capacity. 

Whatever the causes of high mill liquidations may have been, the 
fact remains we have lost many production teams with demonstrated 
ability to produce goods. 

We experience a basic uneasiness over the Director’s use of the 
word “foreseeable.” While we cannot claim knowledge about “direct 
military requirements” we are in just as good a position as the next 
person to assert that the foreseeable capacity of the industry is in 
marked degree dependent upon many currently unresolved factors. 

Gentlemen, our experiences under the Geneva reservation and with 
the Office of Defense Mobilization are two reasons why we believe the 
fundamental faults of this program cannot be adequately dealt with 
by a honing of the escape-clause, peril-point, or other remedial 
procedures. 

Sharpening these clauses and procedures to eliminate administra- 
tive fiat and contradiction would be, of course, highly desirable. How- 
ever, we would stress our opinion that there is immediate and urgent 
need of comprehensive reappraisal and adjustment of our foreign- 
trade policy. 

Escape, peril point, and other remedial provisions perhaps make 
support of this measure easier for some but they alone will not restore 
in industries subject to unfair foreign competition the confidence that 
is essential to recovery from current, depressed operations or future 
prosperity. 
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What is urgently needed in the national interest is for Congress 
to recapture is constitutional authority and responsibility over for- 
eign-trade policy. 

The Cuarmman. We thank you, sir, for coming to the committee 
and giving us the benefit of the views of the National Association of 
Wool Manufacturers. 

Are there any questions? 

Mr. Simpson. I have just a couple of questions. 

The Cuairman. Mr. Simpson. 

Mr. Srmpson. I want to inquire about this booklet which I have 
not had a chance to read. Is it your conclusion that the contraction 
is a result not of changing habits in buying but of the excessive 
imports of competitive material ? 

Mr. Witkrnson. At no time have we contended, Congressman 
Simpson, that the contraction is solely attributable to imports. There 
are many factors that have had an effect in bringing about this result. 
It is our contention that the imports ever had substantial effect in 
contributing to that contraction. 

Mr. Srmeson. And a certainty with respect to the imports would 
go a long way toward securing the new capital for your business 
which is required to take care of the national-defense issue ? 

Mr. Wirxinson. There is not much question in our minds on that. 

Mr. Srvpeson. The contrary is true, that the passage of this bill 
would permit continued uncertainty with respect to the future of the 
industry, would it not ? 

Mr. Witkrnson. Uncertainty and frustration. 

Mr. Simpson. You point out that Senator Green, the chairman of 
the Foreign Relations Committee in the other body, undertook to 
secure some information from the Department of State regarding the 
negotiations, at which time industry of importance to New England 
was affected by the negotiations and he was denied the information 
as to the negotiations. 

Mr. Wiixinson. He was denied the records of the negotiations as 
I understand it, the secret memorandum to which they take refuge 
when we argue with them the meaning of similar concept; yes, sir. 

Mr. Simpson. They offered to give him a statement which presum- 
ably was doctored to cover just the part they wanted him to have. 

Mr. Witkinson. Well, they gave him a statement. 

Mr. Simpson. Well, it did not purport to be a complete statement, 
did it ¢ 

Mr. Wiixrnson. It did not purport to be the records of the secret 
negotiations, nor do I recall that it said it was a complete statement. 

Mr. Smerson. Is your industry represented in these secret nego- 
tiations ¢ 

Mr. Witkrnson. No, sir. 

Mr. Srvupson. Well, your competitors are represented. 

Mr. Witxrnson. I understand that in the negotiations it is more or 
less common practice for the other governments in the world to include 
industry representatives in their negotiating teams. 

Mr. Srmpson. At least we are not reciprocal in that respect, are we? 

Mr. Wixinson. Correct, sir. 

Mr. Stimpson. Thank you very much, sir. 

The Cuarrman. Again we thank you, Mr. Wilkinson. 

Our next witness is Mr. Louis Marbe Cohn. 
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Please give your name, address, and the capacity in which you 
appear. 


STATEMENT OF LOUIS MARBE COHN, IMPORTER-EXPORTER, 
NEW YORK, N. Y. 


Mr. Coun. I am Louis Marbe Cohn, 15 West 37th Street, New York 
City, importer of straw goods and hats. 

The CHarrman. Can you complete your statement in the time 
allotted ? 

Mr. Coun. I hope to, Mr. Chairman. I know I have a limitation 
and hope to finish within 10 minutes. 

The CHarrMan. You are recognized. 

Mr. Coun. This is my thirty-fith year appearing before the Ways 
and Means Committee. I started with the 62d Congress and I spent 
9 months here with the 70th formulating the paragraphs affecting our 
importing industry in 1929, which efforts resulted in the ill-fated 
Smoot-Hawley Tariff Act of 1930. While I have been the chairman 
and the customs representative of my group for many years, I want 
it clearly on the record that I am appearing here in my individual 
capacity as an importer. I happen to be a very small importer, the 
smallest in assets and volume of the group with which I compete. 

I am here strictly in the merits of furthering an increase in foreign 
trade and my remarks are directed to the whole of foreign trade and 
not necessarily to the items which I am interested in. 

The particular items in which I am interested are low enough. They 
have been reduced by a series of trade-agreement reductions. There 
are no competitive industries that are affected by the low rates that we 
now pay and I would say that the duties we now pay on the articles 
that [ import to make men’s straw hats from Japan, Indonesia, and 
China when China trade was permitted are mostly for revenue 
purposes. 

I would like to say also that in my 47 years in the import business 
in many proceedings before the Tariff Commission, the Treasury 
Department, the Customs Bureau, I have never known of a single 
domestic competitive industry that was completely put out of business 
by imports, and I have had opportunity to study the effect on many 
articles imported. . 

I do not say that American producers have not been adversely 
affected by quantity imports, and that some American labor has not 
been reduced. I do say, however, that under high tariff protection 
American producers do not try to adapt their methods and their 
articles to changing times and conditions. In the wearing apparel 
and related fields, it is only by the new ideas imported from abroad 
that American factories find the incentive to keep up with changes in 
fashion and styles. 

In all injury reciprocity or flexible tariff proceedings, the figures 
of quantities imported, prices paid abroad, and in most instances 
foreign costs of production are readily available to the Tariff Com- 
mission. Not so with American producers’ costs of production. Even 
where American producers actually want to give their true costs of 
production, they cannot segregate the definitive costs of the single 
article under investigation frem the rest of the kindred articles they 
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make. In the many procedings in which I have had an interest, I 
have never seen a complete statement of American costs. Often they 
are given to the Commission in confidence. The importer is at a dis- 
advantage in having complete figures of the imported articles avail- 
able to his competitors, whereas he cannot know the costs of the Ameri- 
can-produced articles. 

We have plenty of new ideas in this country in all fields. In the 
textile and wearing apparel fields particularly, it is the foreign article 
which generally furnishes the basis for American industry in the 
same fields, to copy and improve. American know-how and greater 

roductive ability of American labor is able to produce at more popu- 
ar prices, copies of the imported articles. 

When we import, we also import ideas, and they are not all sub- 
versive. Let me try to illustrate what I mean. When a merchant goes 
abroad, as I have many, many times in the past 47 years, he sees new 
things, new styles, ingenuity displayed in tending a material that 
one never saw before. You import it. The first one who imports 

enerally does not reap the full reward of an entrepreneur. Generally 
the followers, your competitors, come along and in subsequent trips, 
having seen the new articles, purchase it. These imported new wien 
furnish the prototype on which many of our domestic industries have 
prospered, and I am going to illustrate by one article, exactly what 
I mean. 

I think it will take me 5 minutes. I would like to stress with the 
utmost vigor, that when we import, we import merchandise which 
furnishes the prototype, the pattern on which many of our American 
industries prosper in the lace, textile, wool, and other industries. I 
do not say foreigners have a monopoly of new ideas. 

Let me give you a history of this article. In the late eighties or 
nineties this article, a wool hat, was produced by 12 to 15, possibly even 
more, American factories for ladies’, men’s, and children’s finished 
hats. No one thought of importing them in those years. Up until 
1922, these American factories prospered. Under the Tariff Act of 
1922, the ad valorem rate was 40 percent and the compensatory was 
24 cents a pound. 

As I stated before, the domestic industry produced a stiff boardy 
hatbody, which in turn produced a stiff and to us now a funny looking 
hat, such as our mothers and grandmothers wore. 

One of our New York group of importers went to Europe in 1922 
and induced the Germans to bring out this article, in a very light, fine, 
supple texture. It was a splendid idea. He first brought in a small 
quantity and then successively larger quantities, and prospered 
greatly. 

In the 2 or 3 years following, all of our group followed him and 
imports jumped by leaps and bounds. As against the domestic pro- 
duction of probably 500,000 dozen in the early twenties, imports rose 
to well over 1 million dozen by 1927 and continued at an even higher 
rate in 1928-29, During this year of heavy imports, the American 
factories changed their ag and tried to adapt their product to 
the new imported article. With a small production domestically, 
they could not compete with the foreign article, either in suppleness 
of texture or price. So they sought relief from Congress in = hdaier 
tariff rate. 
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I have made over 45 trips in 1929 and 1930 in a 9 months’ period, to 
appear before the Senate Finance and Ways and Means Committees 
hearings in connection with the formulation of the paragraph cover- 
ing hats and hat materials for the Tariff Act of 1930. The formula- 
tion of the act and the enactment took so long that every one knew 
that there was going to be an enormous increase in duties, because 
of the flood of imports. The domestic industry asked for an increase 
from 40 to 75 percent ad valorem, for a compound rate to well over 
100 percent. 

What happened? Every one bought prodigiously in Europe. The 
ships were flooded. The factories were working overtime. Shelves 
were emptied and in the year 1930 just in time to get under the wire 
of June 30, 1930, 4 million dozens were brought in in 1 year, far beyond 
the capacity of the American public to consume. All because the new 
tariff act provided for an increase to 75 percent despite all our efforts. 

So unconscionable was that increase that by virture of a resolution 
of Senator Copeland in 1932 calling upon the Tariff Commission for 
an investigation, the Tariff Commission under section 336 reduced 
the rate from 75 to 55 percent. But the domestic industry did not 
prosper with that additional protection of from 40 to 55 percent plus 
the compensatory. 

Why? Because the vast flood of imports that were in warehouses 
here which could not possibly be consumed and which vast flood was 
sold at such low prices because of the oversupply. People bought 
merchandise without thinking as to whether they could sell it, because 
it was cheap under the old lower rates. They bought a whole range 
of colors that were impossible to sell. Much of that merchandise im- 
ported in 1929 and early 1930 in view of the higher rate that was 
going to be put into effect, was sold for less than the actual duty that 
was paid on it, leaving the buying cost a complete loss. For a number 
of years then, after 1934 however, the domestic industry prospered. 
The 12 domestic factories remaining in the thirties to forties pros- 
pered, but they were not satisfied. In 1935, owing to the mistake of 
the late Representative Hawley, who had put a word into paragraph 
1115 (b) against our advice and the advice of the Tariff Commission 
namely, the word “felt,” 5 years of litigation ensued. 

By the way, this article of wool is probably the most litigious article 
in the whole of tariff history. What happened as a result of it all? 

We importers finally won. The 75th Congress passed a bill trying 
to upset the decisions of the Customs Court and the Court of Customs 
and Patent Appeals. The Attorney General refused to apply for 
certiorari in the case. Finally Congress attached a rider on to another 
bill, the effect of which would have been that we importers could not 
recover from the Treasury duties unlawfully paid, unless we could 
show that we had borne the burden. Happily for my own group, I 
was able to get the late President Roosevelt to veto the bill. In 1940 
with the advent of the war and the years thereafter, the article 
dropped out of fashion. It was too high in price. The American 
manufacturers no longer sought any new ideas, new styles, or new 
methods of manufacture. Since 1945 I don’t think there have been 
more than five or ten thousand dozen imported and in the last 6 years 
none. 

The Tariff Commission reports that the combined duty under present 
rates with a compensatory duty of 25 cents a pound, is 77.6 percent. 
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Now, there is no real demand for the article. There have been 
none imported in the past 6 years. I don’t know of anyone who 
intends to import it but let me point out that, if the rate were such 
that imports could climb over the prohibitive barrier now obtaining, 
we might get a new idea such as we did in 1924 which will permit 
us to import. Twelve factories in the Italian city of Monza, which 
is adjacent to the big city of Milan, where 12 factories are closed up, 
all the machinery covered, because there is no demand for the article. 
In the twenties we kept them very busy by reason of the heavy im- 
ports. There is your history of what high duties and customs litiga- 
tion cost can do to an article. It eventually dries up the demand. 
There are people considering the possibility of reviving the demand 
for the article. The only way they can do it, is to bring in new 
ideas from abroad the way we did before and which we will never 
do with 77 or 78 percent combined duty as reported by the Tariff 
Commission in this report of 1954. 

Thank you very much, gentlemen. 

The CuHarrman. Mr. Cohn, we thank you, sir, for coming to the 
committee and giving us the benefit of your advice. 

Mr. Coun. I want to repeat one point: As an importer, while I 
am greatly in favor of the whole of the bill, I would rather have no 
bill than a bill with paragraph 2 of page 7, permitting the President 
and the Tariff Commission to raise or lower on the basis of rates 
existing on July 1, 1934. Unless we could get the section changed to 
read January 1, 1945, I am afraid that the purpose of the bill will 
be pretty completely vitiated. 

Thank you very much, gentlemen. 

The Cuatmrman. Thank you, Mr. Cohn. 

Our next witness is Mr. Philip D. Reed. 

Mr. Reed, although we quite well recall you, for the purpose of 
this record will you identify yourself by giving your name, address, 
and the capacity in which you appear. 


STATEMENT OF PHILIP D. REED, CHAIRMAN OF THE BOARD, 
GENERAL ELECTRIC CO., NEW YORK, N. Y. 


Mr. Purr Reep. Yes, Mr. Chairman. 

My name is Philip D. Reed. I am chairman of the board of the 
General Electric Co. 

I had the honor of testifying before this committee on January 
26, 1955, when it was considering the Trade Agreement Extension 
Act of 1955. At that time I described my position as being that of 
a “proponent, with qualifications.” My reservation with respect to 
the bill you were then considering was its absence of adequate pro- 
vision for protection of the essential defense needs of this country. 
Aside from those reservations, I expressed myself as favoring the 
extension of the Reciprocal Trade Agreements Act. 

I find, gentlemen, that I am in precisely the same position as I 
appear before you today. 

At the outset, therefore, I should like to make it clear that the 
General Electric Co. supports, and has supported, the general prin- 
ciples of the Reciprocal Trade Agreements Act. We feel that the 
security of the free world and the well-being of our own country 
will be enhanced by encouragement of free trade between nations. 
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As you know, I have recently spoken in favor of this principle before 
a subcommittee of this committee. 

At the same time it is obvious that considerations of national secu- 
rity must be paramount to all others. To this and I wish to stress 
the importance of section 7 of the Trade Agreements Extension Act 
of 1955 and to urge that, in light of the way this section has been 
interpreted and administered, a further legislative declaration of 
policy is desirable. 

Before outlining the specific suggestions which I have with respect 
to section 7, it seems appropriate to review briefly the problems of 
national security as it relates to the importation of heavy electric 
power equipment. By heavy electric power equipment I refer to large 
generating, transforming, and protective equipment which includes 
equipment such as hydraulic turbines, large generators, power trans- 
formers and power circuit breakers which are designed to generate 
or transmit large quantities of power and which are specially designed 
and custom built for each installation. Such a review will provide 
the background material which will, I believe, clearly suggest in- 
so ene in the present national sécurity provision. 

There has already been testimony before this committee with respect 
to the essentiality of heavy electrical power equipment to the national 
security of the United States, and to the effect on national security 
which the continued importation of such equipment from abroad may 
have. There has been introduced into the record a considerable 
amount of material which documents in detail many of the problems 
involved. Accordingly, at this time I wish merely to review this 
problem briefly in order to place in proper context the specific clarifi- 
cations of the national security provision which we recommend. 

It is, I submit, clear beyond question that a continuous and uninter- 
rupted supply of electric power is essential to the economy of this 
country. Without electric energy when and where needed our economy 
would, almost literally, cease to function. Electric energy is thus 
essential to enable the country to maintain its industrial potential and 
state of preparedness in times of cold war, such as the present; it is 
equally clear that an uninterrupted source of electricity is basic in 
time of hot war, whether limited or otherwise. Since the continued 
availability of uninterrupted power is dependent upon heavy electric 
power equipment, it follows that that equipment is itself basic to the 
national security of this country. 

We submit that the importation of heavy power producing equip- 
ment from abroad—if continued in ever-increasing quantities, as ex- 
perience during the past few years indicates may be the case—will 
impair the national security of the United States. We suggest that 
the following considerations lead to this conclusion. 

First. The kind of heavy electrical power equipment with which 
we are here concerned is involved in projects which require consid- 
erable time to plan and develop. For example, the construction of a 
single large hydroelectric project usually involves a time interval of 
from 5 to 10 years. Advance planning and design work requires much 
time before construction starts. Thus, contracts for essential equip- 
ment, such as large generators, may be placed years before they are 
scheduled for completion and delivery. 

Where equipment of this character is ordered from abroad for 
delivery in the United States many months or years later, there can be 
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no assurance that a change in international events may not render 
delivery impossible. In the event of war, either total or limited, 
delivery may become impossible. Even if the sea lanes remain open, 
the country involved may find it necessary to impose manufacturing 
priorities or otherwise effect a change in their internal policy which 
will either delay delivery or postpone it indefinitely. In view of the 
limited sources of power of many of the countries now exporting 
power equipment, it is certainly possible that a change in the national 
policies of those countries in these troubled years might interfere 
with delivery of this equipment. In short, it seems foolhardy for this 
country to jeopardize national security by relying on so many factors 
over which this country can have no control. It must be remembered 
that the manufacturing cycle of this equipment is long, so that if it 
became evident that an order from abroad might not be filled on time, 
if at all, the placing of a new order with domestic manufacturers 
would necessarily involve extensive periods of costly delay. This was 
the unhappy experience of several countries in Latin America at the 
beginning of World War II. 

Second. While we do not deprecate the technical proficiency of 
foreign manufacturers, we submit that experience with United States 
equipment of this kind demonstrates its greater reliability. In part, 
this is the result of lack of experience which foreign manufacturers 
have had in meeting the more exacting standards which generally 
prevail in the United States. Comparable outage figures, which rep- 
resent the time during which equipment is out of service both for 
maintenance work and for emergency repairs, demonstrate the greater 
reliability of domestic equipment. 

Third. It is essential that adequate repair and replacement facilities 
be readily available so that heavy electrical equipment can be re- 
paired or replaced with utmost promptness in the event of its failure 
or destruction. The importance of this is indicated by the high value 
of the power which is lost each day the equipment is inoperative. For 
example, it can be estimated that each day during which just 1 of the 7 
generators planned for the Oahe Dam is out of operation will result 
in an energy loss at the powerplant valued at $5,000 per day, It 
should also be remembered that the electrical equipment involved in 
a major installation, such as that at Oahe, involves only 8 to 10 per- 
cent of the total cost of the installation. Yet when key electrical 
equipment is inoperative the whole investment is jeopardized since 
the entire installation may be rendered inoperative. 

But much more significant than the financial loss incident to a 
failure of this equipment, is the loss of the power itself which is irre- 
trievable. Thus, to refer again to the example of the Oahe generator, 
it is estimated that the power produced by a single generator of this 
type would serve the normal power needs of an average community of 
100,000 people. The defense production of a community of that size 
cannot lightly be forgone even temporarily. And this rests on the 
power potential of one generator only. Failure to repair such equip- 
ment promptly during periods of emergency when power is critical 
can cause inestimable loss to the country. Accordingly, any realistic 
appraisal of the relative desirability of foreign or American power 
producing equipment must recognize the basic difference in the ability 
of foreign manufacturers and domestic manufacturers to repair and 
maintain their equipment. 








2502 RENEWAL OF TRADE AGREEMENTS ACT 


The United States electrical manufacturing industry is fully 
equipped to maintain and service its equipment throughout the coun- 
try. It maintains a large staff of engineers, technicians, and highly 
skilled workers throughout the United States who within a few hours 
can reach every important power generating station. Supporting 
this service are manufacturing plants in many cities across the 
country, well equipped repair shops located in every important 
center, and warehouses for finished parts, complete products and 
materials. On the other hand, for all practical purposes, foreign 
suppliers have no facilities in this country suitable for substantial 
repairing or rebuilding of faulty or damaged equipment. 

Consequently, where equipment requires major repairs this means 
shipment back to the country of manufacture for necessary repair 
work. At best, this involves costly and perhaps dangerous delay 
before the equipment can be made operative, during which enormous 
quantities of energy would be lost. In periods of emergency, when 
power demand invariably rises, such delays may be even more pro- 
longed and repair at overseas areas may even be impossible. 

In the event of a limited war foreign facilities may be fully employed 
in matters deemed more essential to the national security of the 
country involved and such facilities may not be readily available 
to effect repairs in United States equipment. Furthermore, even in 
the absence of war, natural disasters having national significance, 
such as the Texas City explosion in 1947, the Kansas City flood in 
1951, and the New England hurricanes of 1955 may occur. In such 
times, the prompt restoration of damaged electrical equipment may 
be essential to the well-being of the area involved. 

in the event that foreign manufacturers are unable to repair 
damaged equipment, it would be necessary to turn to domestic 
manufacturers. However, heavy electric power producing equipment 
is largely custom built and because of fundamental differences in 
design, materials, methods, and tools employed, domestic manu- 
facturers can accomplish repair on foreign-made equipment only with 
difficulty, which would at best require much more time—time being 
then of the essence—than would be required to accomplish comparable 
repairs on domestic products. The experience of companies in Mexico 
and other countries in Latin America that were compelled to turn to 
the United States for the repair of European-made equipment during 
World War II amply demonstrates this. 

Finally, it is essential that a domestic industry capable of producing 
heavy power-producing equipment remain intact and able to respond 
to calls for production of essential power equipment in any emergency. 
This can be done only if there is an ample base of orders to provide 
sufficient opportunities to utilize the special skills and engineering 
know-how in this field. Heavy electric power equipment constitutes 
a relatively small percentage of the total output of the electrical 
industry, but it is essential that the skills and know-how pertinent to 
this highly specialized field be retained and developed. 

Accordingly, we submit that reliable heavy electrical power-produc- 
ing equipment which can be repaired or replaced in the shortest 
possible time is essential to national security. In determining whether 
the continued importation of foreign equipment of this character 
threatens to impair the national security, all relevant considerations 
must be taken into account. 
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It is true that there is present in section 7 of the present act a 
provision for consideration of problems of national security in relation 
to the importation of foreign made products. However, it is because 
we feel that present interpretation and procedures have been inade- 
quate that we suggest the need for clarification of section 7 at this 
time. 

Our suggestions have particular reference to our experience in the 
electrical industry, but we submit that they should be pertinent to 
all determinations pertaining to national security. 

Accordingly, we submit that section 7 should be amended to make 
clear the following points: 

1. In determining the impact of the importation of articles on 
national security, the strategic stignificance of the articles themselves, 
the purpose served by the articles, the effect on the industrial mobiliza- 
tion base if such articles are not delivered when promised, or if such 
articles cannot be speedily repaired, if necessary, inal be specifically 
considered. The ability of a domestic industry to maintain itself in 
a state of readiness to produce essential articles is, of course, im- 
portant but this should not be the only consideration. 

As has been pointed out by Dr. Gray, Director of the Office of 
Defense Mobilization, in hearings before this committee, cases in- 
volving injury to the domestic industry, can and should be taken care 
of under the escape clause provisions of the Tariff Act. Section 7 is 
not concerned with injury as such to a domestic industry, but rather 
with considerations of national security. 

Thus, General Electric Co. is not here arguing that its continued 
existence will be seriously jeopardized by the continued importation 
of foreign electrical power producing equipment. But the fact that 
General Electric Co. or the electrical industry might survive regard- 
less of such imports does not bear at all on the question whether those 
imports constitute a serious threat to our national security. 

For the same reason, a comparison of overall exports and imports of 
electrical equipment has no bearing whatever on the national security 
question now before us. 

Accordingly, it is suggested that section 7 be changed to indicate 
more clearly the appropriate factors which should be considered in 
determining whether or not a threat to national security exists. 

2. Section 7 should be amended to make it clear that it is not merely 
the impact of present imports of given articles which should be con- 
sidered but rather the total overall situation, the cumulative effect 
of imports, past, present and prospective, which must be measured 
as it bears on the issue of national security. 

The equipment which has been considered above is equipment 
which has a useful life of many years. During this entire period the 
problems of repair and replacement will remain. Hence, when large 
amounts of foreign equipment have already been imported and put in 
place in specific areas of the country, the continued importation of 
additional foreign equipment has a cumulative impact on the ability 
of the country to supply uninterrupted power. 

Since 1953 certain Federal agencies have been buying more and more 
of their heavy equipment from abroad. This equipment has tended 
to be concentrated in certain areas of the country, such as the Pacific 
Northwest, which are critical to our defense industries. 

I would like to call your attention to the map attached to this 
statement illustrating the aggregation of heavy power-producing 
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equipment which has in the last few years been purchased by Federal 

agencies and installed in critical locations. Presumably this trend will 

t continue unless checked because of national security considerations. 

f > is this aggregate, overall picture which illustrates the basis of our 
arm. 

A single generator or heavy power transformer may have no appre- 
ciable effect on national security even though it may not be delivered 
when ordered or may be difficult to repair or replace; but when this 
equipment is added to many other such equipments, frequently con- 
centrated in a specific critical location, the effect may be devastating. 

It is evident, therefore, that when dealing with durable equipment 
4 such as electric power equipment, consideration of the impact of a 
single import order is not adequate. We accordingly submit that 
section 7 should make it clear that the national security determination 
must be based on an evaluation of the overall effect of all imports of 
the equipment in question, past, present, and prospective. 

3. We further feel that the national security amendment should be 
modified to make it clear that it pertains to importations into this 
country by anyone, specifically including agencies of the Federal, 
State, and local government. 

Finally, we suggest that it would be appropriate for Congress 
specifically to recognize the importance to the national security of the 
United States of an adequate and uninterrupted source of supply of 
power necessary to maintain the industrial potential on which this 
country depends. 

In summary, therefore, we suggest that section 7 be amended to 
— clear, as a guide to its proper interpretation and administration, 
that— 


1. The essentiality to and effect on national security of the 
article itself and the purpose for which it is intended shall be 
considered, irrespective of the economic effect of importation on 
the particular industry involved in the production of such 
articles; 

2. The cumulative effect on national security of past as well 
as present and possible future imports of such articles shall be 
considered ; 

3. The same tests shall apply to importations by anyone, 
including specifically agencies of the Government; and 

4. The essentiality of a continued and uninterrupted source of 
power to our national security shall be recognized. 

For the convenience of this committee, I have attached to this 
presentation a proposed draft of changes to the national security 
clause which would go far toward implementing the above suggestions. 

The CuatrmMan. Without objection, the proposed amendment will 
be included in the record at this point. 

(The proposed amendment is as follows:) 

Proposed amendment to section 2 (b) of the Act entitled ‘‘An Act to extend 
the authority of the President to enter into trade agreements under section 350 
of the Tariff Act of 1930, as amended,” approved July 1, 1954 (19 U. 8. C., sec. 
1352a), as amended by the Trade Agreements Extension Act of 1955 (sec. 7). 
New language is italicized. 

““(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported, or has been imported, into the United States by anyone, 
including the Government of the United States, or by any other governmental entity 
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or agency within the United States, whether federal, state or local, in such quantities 
as to threaten to impair the national security, he shall so advise the President, 
and if the President agrees that there is reason for such belief, the President shall 
cause an immediate investigation to be made to determine the facts. Jn deter- 
mining whether there is a threat to impair the national security and in any investigation 
made pursuant to this Section, consideration shall be given not only to the effect of 
particular articles then being imported, but also to the cumulative effect on national 
security (irrespective of the effect on the particular industry involved in the production 
of such articles) of past and continuing imports of such articles on the capacity of 
the United States to maintain an adequate industrial potential and an uninterrupted 
source of supply of power necessary to maintain such potential. If, on the basis of 
such investigation, and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being im- 
ported, or has been imported, into the United States in such quantities as to 
threaten to impair the national security, he shall take such action as he deems 
necessary to adjust the imports of such article to a level that will not threaten 
to impair the national security.” 

The CuatrMaANn. We thank you, Mr. Reed, for coming to the com- 
mittee and making these suggestions to the committee. 

Mr. Srupson. Mr. Reed, yours is what I call a courageous nature. 
You are talking here of a phase of a general idea that you approve of, 
I am sure, and youso state. You refer to an area which is vital to our 
country and, of course, as I know, is of first consideration. 

I ask you this: What is your basic objection to section 7 as it is now? 

Mr. Purure Reep. It may well be that my basic objection to it, 
Mr. Simpson, is that it has been interpreted and administered, in our 
view, in too limited a way. We thought for a time that perhaps a 
broader interpretation of it might solve the problem and had it been 
interpreted in that way, I do not think we would be here today. 

Mr. Simpson. Is it because there is a lack of certainty in the ad- 
ministration of the law with respect to national defense items? 

Mr. Pururp Reep. Possibly. Specifically, we have had no indica- 
tion that that section will be used or interpreted or applied in any but 
a case by case basis, order by order. As I tried to explain, our situa- 
tion just cannot be dealt with on that basis. 

The national defense as it applies to our capacity to produce and 
to make available electrical energy when and if needed, is not deter- 
mined by any particular heavy equipment that comes from abroad. 

Mr. Srmpson. Is it because there is too much discretion in the 
office to determine whether or not on a case to case basis relief should 
be granted? 

Mr. Puiuipe Reep. I think the section itself does not give guidance 
and of the kind that we would now suggest be included in the section. 
Perhaps because it does not, although we think it is broad enough to 
be interpreted as we now wish it to be interpreted, we are suggesting 
that specific language be put into it to give guidance to the adminis- 
trative authorities and concentrate on this problem of ours. 

Mr. Stmpson. Having read your recommendations, I do not think 
it goes as far as those manufacturing hydroturbines, namely to in- 
clude an embargo against manufacture abroad? 

Mr. Puitie Reep. No; I do not favor a legislative embargo at all. 
Our suggestion is that it clearly states what matters and what items 
should be considered and that, we believe is enough. 

Mr. Simpson. The first question that comes to my mind is this: 
You want certainty here after the administration determines to take 
cognizance of the fact that the item involved is one involving national 
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security, and you ask Congress to say to Dr. Gray or whomever it may 
be, having once determined this is an item of national security, here 
are the limitations within which you must make a determination that 
the national security is becoming a hazard or not. 

What disturbs me is that this same gentleman, without, as far as 
I can tell, any criteria, may say to you that, that item that you appeal 
on is or is not important to the national security. I think that unless 
we put a defining area in there which circumscribes the area and denies 
him the right to arbitrarily or summarily exclude an item that we are 
taking unnecessary risk. What do you think on that point? 

Mr. Puiuip Reep. I think it would be terribly difficult to prescribe 
in detail in a section or in a law just where the breaking point comes, 
where all these complicated and complex situations shall fall on one 
side or the other of the line. 

Mr. Simpson. Believe me, I agree and this is the crux of the matter 
as I see it. What right does Congress have to put that authority in 
the hands of any man to hazard the national security on the question 
of which side he got out of bed that morning, whether the large trans- 
former is a matter for national security or whether the hydroturbine 
you referred to is a matter of national security. 

You may say one is or one is not, or you may contend that both are. 
Under what justification can we give any one man or any group of 
men that authority? In other words, should we not eliminate this 
area completely from the bill or cireumscribe it by definition, by 
quota, by name or in some way make certain that the area is protected? 

Mr. Puitip Reep. You have stated the problem very well. 

Mr. Srupson. I used to have a teacher who told me that and I 
always felt inadequate after he said that. 

Mr. Partie Reep. | do not think you can do any more than define 
and leave to others the application of that principle to specific cases, 
but you have delegated it not to the Office of Defense Mobilization, 
but to the President. 

Mr. Stmpson. We are now asking that it be delegated and I do not 
want to do this. Would this amendment that you offer, for example, 
include petroleum? 

Mr. Puiuip Reep. Yes. 

Mr. Stupson. Would it include transformers of all kinds? 

Mr. Puiuip Reep. Not of all kinds. 

Mr. Simpson. Which kind would it not include? 

Mr. Pare Reep. It might not include heavy transformers if 
they were in certain areas. This is the difficulty, that there is almost 
every degree and there are a great many factors to be considered with 
any given location as to whether or not the concentration of foreign- 
built stuff has reached the stage where, in the judgment 

Mr. Simpson. You are with one of the greatest manufacturing 
companies in the country of which we are proud and there are other 

reat ones, too. I would certainly, in the event that General Electric 

o. and Westinghouse and a few others, saw fit to go before a Govern- 
ment agency and avow that certain types of transformers being 
purchased for installation at a plant were of a kind that were essential 
to the national security, follow the word that you and these other 

entlemen would take as contrasted with any individual who might 
e head of the ODM and you would, too, or you would not be making 
that claim. 
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Why should Congress jeopardize the national security by empower- 
ing any man with that authority? 

Mr. Pair Reep. I would have to start all over again with my 
speech to answer that one. 

Mr. Stmpson. Yet, you are willing to have us renew that authority. 

Mr. Putie Reep. We do not think this problem can be solved 
with an easy yes orno. There are a number of factors involved. In 
each case those factors must be assembled and looked at and a decision 
reached by men of good will. 

If it were possible to say this is it or this is not it, then I think the 
Congress has a duty to do that, but I feel that it cannot be so stated. 
There are too many complic ating factors involved to try to do it and 
it would do more harm than good in undertaking it. 

In many cases, as you well know, Congress has had to lay down the 
principle and guide insofar as it could, and then delegate to others 
the application of those principles and cuidelines. 

Mr. Stimpson. The principles we have outlined so far are not satis- 
factory and you are asking us to change those principles. If we 
change in another area, | assume you would not object either, that is, 
limiting the rights of ODM or circumscribing their rights so that 
certain items are specifically within their jurisdiction. 

Could you recommend that? 

Mr. Puivip Reep. | would have to know exactly what you had in 
mind in the law. I am all for giving the administrative officer all the 
guidance he could possibly get if he wants it and he should have it, 
but the moment you go too far, then, as you know, you find yourself 
in trouble and he is in trouble. 

Mr. Simpson. Keeping in mind that the national security is in- 
volved in this matter, that is why you are here today, are you of the 
opinion that Congress should take the bill without the amendment? 

Mr. Pump Reep. Should take this bill? 

Mr. Simpson. Should we pass a Reciprocal Trade Agreements Act 
as requested by the administration without the amendment that you 
recommend? 

Mr. Pump Reep. Are you asking me whether I think that no 
action should be taken on it unless it is taken on the entire bill with 
the amendment? 

Mr. Simpson. Should we kill the legislation unless we get the amend- 
ments that you advocate? 

Mr. Puuip Resp. No, sir; | would not say that. I believe, as I 
said to you before, that section 7 can be interpreted in the way that 
we believe it should in the interest of the national security of this 
country. We have filed a petition with Dr. Gray and we are hoping, 
but the indications are on the basis of what had happened so far in 
that administration that the interpretation is so narrow, perhaps 
because they did not feel that they had adequate guidance, that the 
result will not be as we think it should be in the interest of this country. 

When you ask me if I think the entire reciprocal trade-agreements 
program would be kicked overboard if this particular amendment is 
not included, I cannot tell you. 

I feel very strongly about this matter, but you are making me an 
impossible proposition, sir. 

Mr. Simpson. That opens another subject, namely all the agree- 
ments remain in effect even if we do not pass this. 

24093—58—pt. 2——65 
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Mr. Puiip Reexp. I feel very strongly about the importance of our 
whole foreign-trade program and our foreign economic program and 
our reciprocal trade-agreement ideas. 

Mr. Stmpson. I had hoped that the national security would be a 
ew dominating factor that without it you would not want the 

ill. 

Mr. Purp Reep. If I believe that section 7 without amendment 
spelled a complete block to the attention and thought and considera- 
tion on this point that I have mentioned, that is to say, continuity of 
electric-power supply in terms of emergency in this country, I might 
have answered your question differently, but as I indicated I do not 
believe that is true, and I think there is still some hope that on the 
basis of an appeal and a broader interpretation of the section, we may 
be able to get somewhere. 

Mr. Simpson. Can you state that keeping in mind the statements | 
believe your name was subscribed to when a group testified earlier to 
the effect that a very high percentage of the new purchases are from 
abroad? 

Mr. Puitip Reep. Representatives of the National Electrical 
Manufacturers have testified here. I am not familiar with that 
testimony, and I do not know to what extent the testimony to which 
you referred was identified with my people. 

Mr. Simpson. They said the matter was so critical and serious that 
they recommended denial of any purchases in certain areas. You do 
not want that? 

Mr. Pup Reep. I do not think there should be a legislative 
embargo against importations of this kind of equipment. I think that 
is dealing with it in a way that I would not know how to define. 

I do not believe in embargo and I think the only conceivable excuse 
for one would be if the matter had been through the procedures of 
section 7 provisions, and if as to a particular territory where there was 
already too heavy a concentration of foreign-built stuff, the President 
on recommendation of this committee a the ODM said there shall 
be no more of that particular kind of equipment in that particular 
section for the time being. 

That would be a temporary embargo and I would go for that. 

Mr. Simpson. Your whole industry thought that the case-to-case 
approach was extremely unfair and unreasonable. It did not give 
any certainty to the manufacturers at all; it did not provide adequate 
——— and I believe you said you did not like that approach to it 
either. 

Mr. Pump Reep. I am not quite sure of the approach you are 
speaking of. 

Mr. Simpson. The case-by-case approach. 

Mr. Puizip Reep. No; I quite agree. I think I say in this paper 
that, as a case is presented, I do not think it should be left to industry 
to ~ I think the Office of Defense Mobilization should initiate this 
study. 

I think it is their responsibility and not that of the industry, but the 
law as written in section 7 speaks of articles imported at a current 
rate, and so far the Office of Defense Mobilization has dealt with it 
and with cases before ODM on a case-by-case basis. 

This they cannot do in this instance, and I do not think they need 
to do that. Amendment of this law would make that clear. 
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Mr. Simpson. How hard do you think we ought to fight for your 
amendment? 


Mr. Puiure Reep. I think you should fight for the amendment 
very hard indeed; indeed I do. Otherwise, I would not be here. 

Mr. Simpson. I am pleased to hear that. 

The CHarrMan. It is not so much the amendment that you offer 
as it is the desire on your part for the Congress to express greater 
intent with respect to section 7 of the act of 1955 that will serve to set 
some standards by which these intents can be judged by the admin- 
istrative agencies involved. 

Is that not exactly what you are saying? 

Mr. Purire Reep. That 1s exactly right. 

The CuarrMan. I could not too strongly agree with the conclusion 
that you reach in that instance, that whenever Congress does convey 
power and responsibility to an administrative agency, it ought to do 
so by defining criteria and standards such as do not presently appear 
within section 7. I would personally like for us to be able to improve 
that section in connection with the extension of this act. 

We thank you very much, sir, for coming to the committee. 

(The following address was submitted to the committee:) 


AMERICA AT THE CROSSROADS 
(By Harvey Williams, president, Philco International Corp.) 


ADDRESS TO THE 11TH ANNUAL FoRECASTING CONFERENCE, CHAMBER OF Com- 
MERCE OF GREATER PHILADELPHIA, JANUARY 8, 1958 


American agriculture, labor, and industry have before them an unprecedented 
opportunity for high employment, good wages, sales, and profits during the next 
two decades. This requires the prompt, intelligent, long-range evaluation by 
the Congress of the world-wide economic and political situation, followed by 
immediate preparation of a courageous, vigorous, and cooperative program to 
meet the aspirations and needs of the world’s growing population. 

At present growth rates, there will be at least 450,000,000 more people in the 
world by 1968—seeking food, clothing, shelter, and other facilities for a better 
way of life. This increment is greater than the present population of North and 
South America combined. 

This fantastic growth, accompanied by fervent nationalism, can be a greater 
threat to the safety of the United States and the Free World than hydrogen bombs 
or intercontinental missiles. Alternatively, it can be the basis of a new spiritual 
freedom and material prosperity. 

People throughout the world realize that poverty and hunger are no longer 
inevitable. They have become more and more demanding in seeking higher 
standards of living. The world-wide political implications of these basic facts 
combined with the startling technological “breakthroughs” of the past decade 
are shaking traditional economic and political concepts to their foundations. 


THE COMMUNIST ECONOMIC OFFENSIVE 


In this fluid situation, the Sino-Soviet bloc is using trade and aid as new weapons 
in an undramatic but effective program to erode the free world and extend the 
borders of the Communist empire. The “cold war” has become “hot’’ economic 
warfare in critical areas of the free world. The Russian leaders publicly have 
declared it. 

Let us look at examples: 

Syria: A $100,000,000 Russian loan to finance railway construction; two dams 
at Restin and Raqqa; hydro-electric stations to supply Damascus and Aleppo; 
a mineral survey and fertilizer factory. Repayment to be made in Syrian 
agricultural products. 

Egypt: Russian purchases of cotton increased from 5 percent to 50 percent of 
the Egyptian crop. Lack of dollar and sterling exchange forcing Nasser to buy 
arms, vehicles, and machinery from Russia. 
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Syria again: $168,000,000 loan from Czechoslovakia reported in the December 
30, 1957, issue of the London Times, to equip factories to make nylon, cardboard, 
steel, and other products. 

Indonesia: $100,000,000 Russian loan recently accepted just when Indonesia is 
short of cash in its disagreement with the Dutch. 

Ceylon: Dependent on Red China for rice, paid for with Ceylonese rubber, 
recently offered a long-term Russian development loan at 244 percent—the same 
terms which won over Syria and Egypt. 

Iceland: When commercial fishing lobbies in Britain brought to an end British 
imports of fish from Iceland—and the United States did nothing—Russia took 
Icelandic fish for automobiles and petroleum products. Now controls Iceland’s : 
supply of oil. 

shana: This new African Republic has a standing offer to exchange its cocoa 
crop for Russian goods of all kinds. No deal yet. 

India: Russia delivering $90 million of steel-mill machinery largely for spices, 
jute, and tea. 

To some extent, we are responsible for this situation. We underestimated the 
agility and competence of our adversaries. We have poured money into developed 
and undeveloped countries but somehow we failed to find the touchstone by which 
those countries would become our stanch supporters and our happy allies. 
Maybe this is because we have operated usually on a government-to-government 
basis, rather than under a program planned to utilize the experience, intelligence, 
and vigor of American private enterprise in partnership with private enterprise in 
other countries, aided by the financial resources of our Government. 
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AMERICA’S CHOICE 


Now, we are at a point of decision. The next two or three decades can be out- | 
standingly promising and successful for American foreign relations, world trade, 
and international investments. This can bring with it high employment and 
prosperity for our domestic farmers, labor, and industry. 

Or the next decade can see further weakening of the free world, further loss of 
international prestige by the United States, added gains by the Communists in 
this new economic warfare, and the evolution of an increasingly vulnerable and 
dangerous position for the United States and its allies. 

We are at the crossroads indeed—at a moment when time and circumstances 
will force us to take one route or the other. 

The choice will be made by the Congress. The unavoidable necessity of choosing 
which course the United States is to take makes this session one of the most im- 
portant since the days of the American Revolution. On the decisions of the 
Congress—and on the understanding by the American people of the significance 
of the choice involved—can well hinge the future safety of the free world and of the 
United States. \ 

The crossroads ahead offer two alternatives: 

(a) The route of inaction—too little and too late—lack of understanding of the ; 
motivations of other peoples—and further deterioration of the strength of the | 

' 
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free world; or 
(b) The route of enlightened, vigorous cooperation by implementation of a long- 


term program which soundly will develop and protect the nations of the free 
ii world and reestablish unity of purpose and leadership within it. 


THE BATTLE FOR MEN’S MINDS 


The “cold war’’ will not be won by missiles and armaments, much as we may 
need them for our protection and as deterrents to our adversaries. The new 
economic warfare is based on a battle for men’s minds and loyalties—utilizing the 
emotions and circumstances created by the widespread desire for independence 
and a better way of life, combined with accelerated population growth. 

Our adversaries are showing themselves most adept at taking advantage of 
these circumstances to create economic ties with added nations—ties and obliga- 
tions which divert trade from the free world and, almost certainly, will lead to 
political as well as economic associations. 


; A TWO-PART ACTION PROGRAM 


If the United States is to counter this economic warfare successfully—if we 
are to have allies who are both economically strong and also happy in their alli- 
ances with us—then we must persuade such nations, by our actions, that we are 
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interested in their welfare and that we shall help them cherish and improve it, 
even at some sacrifice to ourselves. 

We should move toward much more liberal import-trade policies. The Presi- 
dent could well recommend to the Congress a program to eliminate tariffs and 
import restrictions in a gradual and orderly fashion over a 5-year period. Such 
a plan will be fought by protectionist groups, tooth and nail. Nevertheless, our 
total imports amount to only 3 percent of our gross national product. Included 
are substantial quantities of necessary foods and raw materials; coffee, bauxite 
for aluminum, iron ore, uranium, and other similar products of which we produce 
none or not enough for our own requirements. 


IMPORTS AID EXPORTS 


Let us suppose that our imports grew to 5 percent of our gross national product. 
This would be a 67-percent increase. Certainly, there would be some dislocations 
of domestic employment. However, the dollars which go abroad to buy such 
added imports will return to the United States to purchase more machine tools, 
automobiles, roadmaking machinery, and other American products. 

We shall have higher domestic employment and a higher level of domestic busi- 
ness activity with prosperous free nations as friends, buying more freely from us, 
shipping their goods more freely to us, and thereby better able to continue their 
own industrialization and the improvement of their own standards of living. 
A much more liberal import policy is the first half of the necessary program, 

The second half involves enlargement and liberalization of our overseas invest- 
ment activities. As living standards improve in the less developed countries, 
external capital is required for three categories of activities and facilities. 

First, there are many nonprofit activities rightfully and normally financed by 
government. Sanitation and campaigns to exterminate disease; irrigation; har- 
bor improvements; water purification; better utilization or improvement of the 
soil; surveys of natural resources; construction of public buildings, schools, and 
hospitals. These are projects which only can be financed by government-to- 
government grants-in-aid or long-term loans at low interest rates. This is gov- 
ernment-to-government technical assistance at its best. The United States has 
agreed to give the United Nations technical assistance program an added $30 
million annually for studies and surveys in this category. 


THE INCOME-PRODUCING ACTIVITIES 


Second are the basic services—electric power, water supply, transportation, 
and communication. These are income-producing activities, sometimes oper- 
ated privately and sometimes by government. Such basic services can be financed 
by loans from public, semipublie or private institutions, the principal amount, 
the interest rate, and the maturities being coordinated with the earning potential 
of each particular project. 

But these first two categories of investment, essential as they are, are only 
a portion of the full development of an economy. 

The third category embraces the undertakings created and managed by private 
enterprise in all their variations of size and character. In a free economy, this 
third category supports the first two. This third category is the part of a full 
program of economic development which creates jobs with regular wages; which 
offers profit possibilities to local investors; which brings with it practical training 
in the commercial arts and sciences; which increases the ‘“‘know-how”’ of the people 
of the host country; and the one which adapts itself best and most quickly to 
the changing needs of a population. Its encouragement, its growth, and its 
prosperity are essential to the welfare of the countries of the free world. Its 
productivity creates purchasing power and improves living standards. It is the 
essential ingredient in a constructive, forward-looking program. 


NEED FOR INTEGRATED PLAN 


In a 4-year “crash program,’’ American private enterprise mobilized its genius 
for organization, its inventiveness, its experience in design, production, and 
transportation, and, with financing provided by our Government, assisted in 
winning World War II. Now, there is an urgent need for a large-scale, integrated 
plan to utilize again this winning combination in the present international 
emergency. 

Gentlemen, this is not a plea for the American Government to place at the dis- 
posal of American private enterprise huge sums of money for investment abroad 
in a variety of warranted and unwarranted projects. Rather, it is a plea for a 
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well-thought-out, well-organized plan to assist the nations of the free world with 
the proper development and financing of their nonprofit Government facilities 
and activities, their revenue-earning basic services and, in addition, local meri- 
torious commercial enterprises, preferably sponsored by Americans and local 
nationals acting jointly to provide at least some small portion of the capital 
which is to be at risk. Such a plan, bringing to the people of friendly countries 
mutual business relationships with Americans in commercial projects which im- 
prove local standards of living, may well be the touchstone which can reestablish 
American prestige and leadership abroad. 


A FORECAST FOR 1958 


While the outstanding factors in the future of American foreign trade and 
international investment seems to me to be the recent change in the relative 
position of the United States on the world scene, and the success of Russia’s 
aggressive program of economic infiltration, you will wish a more specific forecast 
of near term trends in imports and exports. Their importance to the American 
“ae. should be appraised also. 

The National Foreign Trade Council’s preliminary estimate of exports for 
1957 is $19.5 billion—up 13 percent over 1956; 1957 imports are estimated at 
$13 billion—up 3 percent over 1956. 

For 1958, a decline in exports is anticipated, probably to $17.5 billion—or a 
drop of about 10 percent. There are several reasons for this. Money continues 
to be tight and expensive in substantially all countries overseas. This has tended 
to slow down the rate of business expansion. Commodity prices have fallen 
materially compared with a year ago. It is estimated these price drops will 
reduce the purchasing power of countries depending on such exports for earnings 
of foreign exchange by perhaps $4 billion. In 1957, both our foreign aid and 
military expenditures overseas were reduced also. 

It is anticipated that 1958 imports will approximate or be slightly larger than 
those of 1957. Much will depend on the trend of activity in our own economy 
and its need for imported raw materials. Americans appear to be developing an 
increasing liking for imported consumer goods. Some decline in raw-material 
imports may be offset by some increase in consumer-goods imports because 
consumer spending power continues high in the United States. 


OVERSEAS DEMAND CREATES JOBS IN UNITED STATES 


It should be remembered that every dollar we send abroad to buy an import, to 
make an investment, as a military expenditure, or for any other purpose ultimately 
comes back to buy American goods or securities. Therefore, a reduction in our 
dollar remittances overseas means less purchases from us by other nations and 
less American man-hours used to meet overseas demand for our goods. Similarly, 
larger American remittances abroad will mean larger purchases from the United 
States by foreign buyers. 

The Department of Commerce estimates that 4.5 million American workers, or 
about 7 percent of our labor force, gain their livelihood from foreign trade. If 
we increase our exports, by enlarging our expenditures for imports, the beneficial 
effect in producing jobs is evident. Here is a factor which needs emphasis when 
the opponents of liberal import policies complain about the prospective reduction 
in jobs which might be caused by the reduction or elimination of tariffs and other 
import controls. In a recent editorial, Life magazine estimated at not over 
100,000 the maximum number of jobs which might be eliminated in American 
manufacturing industries by abolition of all tariffs. A 2% percent increase in 
American employment in foreign trade can create that many new jobs. 


WILL CONGRESS ACT? 


In conclusion, the basic premise which I submit as the controlling one in fore- 
casting the future of American economic activity abroad is whether the United 
States Congress will take a realistic view of the exceedingly dangerous situation 
in which the United States, and the free world, finds itself today. 

Will Congress support and implement an effective, long-range program to enable 
friendly nations to trade freely with the United States, the economic colossus of 
the free world? 

Will Congress conceive and define a plan for implementing the development of 
friendly nations, recognizing each of the three segments of a balanced free economy 
outlined above, and emphasizing the unique importance of the private enterprise 
sector to the success of such a program? 
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And finally, will Congress establish an executive agency, as was done in the 
Reconstruction Finance Corporation and the War Production Board, personnelled 
by a group of men experienced in international trade and economics, finance, 
management, labor administration, and the successful development of private 
enterprise abroad with responsibility for activating such a program rapidly, 
effectively, and constructively? 


If Congress will ape and authorize these programs, the future of American 
foreign investment and trade is optimistic, indeed. So are the prospects for pros- 
perity at home and for the safety of our Nation and the free world. 

The CHarrMaNn. Our final witness is Mr. Alan Hinton. 

Mr. Hinton, will you please give us your name, address, and capacity 
in which you appear. 


STATEMENT OF ALAN HINTON, VICE PRESIDENT, HINTON & CO., 
INC., NEW YORK, N. Y. 


Mr. Hinton. My name is Alan Hinton and I am vice president of 
Hinton & Co., Inc., New York. 

Before starting this treatise, I request that this committee kindly 
listen attentively to the factual story I will narrate. Then, you who 
are in favor of a low tariff or none at all, put yourselves into our 
identical position and ask yourselves what you would do, under these 
circumstances, to combat the unfair un-American competition of 
foreign imports. 

We have been in business over 60 years. Now, we are engaged in 
the manufacturing of bird homes, cages, toys, and accessories. To 
show how we are adversely affected, we outline the following actuali- 
ties: 

Bird cages are not mentioned by name in the Tariff Act of 1930. 
However, those cages which are wholly or in chief value of metal other 
than gold, lead, platinum, silver, tin, and tin plate are classified for 
duty purposes, under the appropriate provision of paragraph 397 
in the Tariff Act. 

The current rate of duty on bird cages so classified is 22% percent ad 
valorem. This rate of duty is a reduced rate, made effective pursuant 
to a concession granted by the United States, in the General Agreement 
on Tariffs and Trade. 

We have approximately one-half million dollars invested in a 
factory, equipment, dies, molds, and so forth, and employ at the 
present time about 50 employees. These workers are all members of 
the Industrial Organization of Marine and Shipbuilding Workers of 
America, CIO, consequently receiving union wages and Sanaa. To 
dramatize the effect of the imports from Japan, Germany, England, 
and so forth, we list the following data by years: In the year 1950, 
50,592 cages were imported. In the year 1951, 56,807 cages were 
imported. In the year 1952, 65,672 cages were imported. In the 
year 1953, 110,600 cages were imported. 

This in turn, resulted in the followi ing employment decline: In the 
year 1953, we employed 92 workers. In the year 1954, we employed 
125 workers. In the year 1955, we employed 100 workers. In the 
year 1956, we employed 77 workers. In the year 1957, we employed 
60 workers. 

Now, this flow of imports created a financial crisis, with the resulting 
loss of business. These figures show approximately a million dollars’ 
loss in sales. In the year 1953, our sales were approximately $1,569,000. 
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In 1954, sales were $1.7 million. This was the year the dumping of 
foreign cages began. 

In the year 1955, sales were $1,050,000. In 1956 with the dumping 
continuing, sales were $870,000. In 1957, with the dumping still 
continuing, sales fell still more to $730,000. 

We request that you please bear in mind that this was not only our 
loss, but it also caused a loss of business to our suppliers of steel, wire, 
chrome, cartons, plastic, glass, and wood. 

Loss of taxes to the city, State, and Federal Government also 
resulted, plus a substantial loss to Hinton & Co., adding to the 
conclusion that if this influx of underpriced foreign goods is not 
contained, and a reasonable duty is not set immediate ly, we will have 
to liquidate our plant, and lay off the additional 50 employees. 

With the union wages we pay, plus the overhead and extremely 
high taxes, we ask this Commission, how can we compete with the 
foreign countries, who are selling a cage in this country for $1.65 
duty. and delivery paid to New York? 

We ask, where does this all end? When are we, the American 
people, going to receive the protection we are entitled to under the 
Constitution? Why should citizens of the United States be forced 
out of work under the guise of a reciprocal trade agreement by nations, 
which only a short time ago, were wounding and killing the people of 
these United States? 

We respectfully ask this committee, how we can trade with these 
countries when, under their law, we cannot sell any of the items we 
originate, as they are allowed only to import what does not adversely 
affect their manufacturing or trade economies. 

Again, in conclusion we ask that you and the people who are in 
favor of lowering the tariff, give to us and to the many other industries 
which are stricken in the same way, the answer to this national 
calamity. 

The CuarrMan. We thank you, sir, for coming to the Ways and 
Means Committee and advising us of the situation in your industry 

Mr. Srmpson. Where is your plant, sir? 

Mr. Hinton. West Britain, Staten Island. 

Mr. Stmpson. It is an interesting paper, Mr. Chairman. 

The CuarrMan. Thank you, Mr. Hinton, for coming to the hearing. 

Without objection, the hearing is adjourned until 10 a. m., 
tomorrow. 

(Whereupon at 3:50 p. m., the hearing in the above-entitled matter 
was recessed to reconvene at 10 a. m., Friday, March 21, 1958.) 
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FRIDAY, MARCH 21, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CuarrMan. The committee will please come to order. 

Permit the Chair to recognize our colleague from Texas, Mr. George 
Mahon, for just a minute. 


STATEMENT OF REPRESENTATIVE GEORGE MAHON, OF TEXAS 


Mr. Manon. Mr. Chairman, in the Appropriations Committee we 
have been working for a couple of months on the defense appropriation 
bill, which represents more than 50 percent of the budget. There is 
far in excess of a billion dollars in that bill for the procurement of oil 
and oil products. 

There is a very close tie-in between the national defense and oil, 
and I am very much pleased that this committee is giving consider- 
ation to the whole problem of oil imports. 

I understand the Governor of my State made an excellent presen- 
tation yesterday. I would not undertake to add to these extensive 
presentations that have been made. I believe our friend, the Gov- 
ernor from the State of Oklahoma, is here today. I learned late 
yesterday that the Texas Railroad Commission has found it necessary 
to reduce to 8 producing days the operations of the oil wells in Texas 
for the coming month of April. So we are up against a very serious 
proposition, and I think this problem has national defense angles that 
can be quite simply stated, and I would like to insert in the record 
at this point some observations in regard to this important matter. 

The CHarrMAN. Without objection, we will receive those additional 
statements for the record. 

(The above-mentioned material is as follows:) 


ADDITIONAL STATEMENTS SUBMITTED BY Hon. GEORGE MAHON FROM THE STATE 
or TEXAS 


The encouragement of international trade, through the Trade Agreements Act 
now under consideration by the Congress, is designed to strengthen the economies 
of all nations of the free world and thereby in a measure neutralize the forces of 
communism. In many respects, our trade program is a part of our security 
program. If not identical in purpose, certainly our foreign trade policies should 
be consistent with our defense policies. In short, we would never be justified 
in trading our security for temporary economic advantages. 2 

515 
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One of my primary concerns in Congress is with public funds appropriated for 
military purposes. The budget recommended by the President for the coming 
fiscal year totals more than $70 billion. Of this staggering amount, 64 percent 
or almost two-thirds is classified as expenditures for ‘“‘protection.”” The proposed 
budget expenditures for protection add up to $47 billion, including military func- 
tions, atomic energy, stockpiling, and military assistance and defense support 
to other countries. The bulk of this $47 billion is for military functions of the 
Department of Defense, amounting to almost $40 billion for the fiscal year 1959. 
In fact, these proposed budget expenditures by the Defense Department alone 
represent 54 percent of the total national budget for the coming year. 

Appropriations for military functions cover a wide range of activities by our 
Army, Navy, and Air Force. These activities extend into the new areas of 
ballistic missiles, ballistic missile submarines, ballistic missile detection, and 
outer space projects. To insure national security and contribute to the security 
of the free world, we must prepare for any and every type of emergency. We 
cannot afford to limit our security a to one, or a few, sets of strategic 
assumptions. We must be prepared to deal with international communism in 
every significant front. This requires that our military activities be supported 
by the strongest possible mobilization base to supply the essentials of defense, 
wherever and whenever and in whatever quantities they may be needed. 

Just as our economic progress depends on increasing supplies of energy, fuel 
is the lifeblood of our military and security activities. The use of atomic power 
only supplements the huge and increasing supplies of oil products consumed by 
our Armed Forces. Adequate and available supplies of oil are all important to 
our ground equipment, our aircraft capable of supersonic speeds, and our ships. 
As General Spaatz said a few years ago: “Oil is the essential ingredient of modern 
warfare. Even supermodern atomic weapons amount to nothing unless the 
means of their delivery are fueled with oil.’ 

It is difficult to exaggerate the importance of oil in our total expenditures for 
military and security purposes. The amount spent for jet fuel, aviation gasoline, 
fuel oil, lubricants, and the many other products of crude petroleum does not tell 
the full story. The additionai billions of dollars for personnel and equipment 
would be rendered useless without fuel supplies. 

Without considering the cost of equipment and operating personnel, however, 
the expenditures for oil itself represent an rs part of our military budget. 
A few months ago, Rear Admiral Lattu, Executive Director of the Military 
Petroleum Supply Agency, stated that his Agency purchases about $114 billion 
worth of oil products per year. He pointed out that the Agency was the largest 
single buyer of oil in the world, with purchases totaling about 7 percent of United 
States production. The funds for oil procurement are provided on an annual 
basis by Congress. The funds requested in the 1959 budget total in excess of 
$1.2 billion. 

Obviously, when we think of military functions and national security, we 
must think in terms of our mobilization base in general and our petroleum supplies 
in particular. Government policies—whether they relate to foreign trade, ap- 
propriations, taxation, or otherwise—should be consistent in their objective of 
assuring our security as to oil. No one would seriously consider locating our 
ballistic-missile plants on some remote island in the Far East. It would be equally 
foolhardy to become dependent on such areas as the Middle East for our essential 
supplies of oil. 

I am deeply concerned today over the threat to national security resulting from 
excessive imports of foreign oil. In Texas, a state of crisis exists. Conditions 
in the petroleum-producing industry have reached the proportion of a major 
depression. Oil production has been progressively curtailed to 9 producing days 
for the current month. Late yesterday, as I said earlier, the Texas Railroad 
Commission reduced the number of days to 8 for the month of April. The 
damaging effects on our State economy and our tax revenues are most serious. 
The essential activities of exploration and drilling are being discouraged, not only 
in Texas but throughout the producing areas in more than half of the States. 
Imports of foreign oil are a major factor in the depressed condition that threatens 
to weaken and undermine this basic defense industry. 

I do not believe it would serve any useful purpose to detail the evidence as to 
excessive levels of imports, reductions in domestic production, decreases in ex- 
ploratory activity and drilling, or the resulting failure to discover and develop 
adequate new oil reserves in this country. The facts have been made available 
and are generally known. The issues have been thoroughly explored and fully 
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debated. I believe the time has come for the Congress to make a basic decision 
as to our national policy on oil imports in the interest of national security. 

When we go to the heart of the problem, we face a clear choice between two 
courses of action. The low cost of foreign oil offers temporary advantages in the 
short run at the expense of putting this Nation in a long-term vulnerable position, 
both in terms of higher costs and unavailability. The alternative is to maintain 
a healthy, vigorous domestic industry that has always provided ample supplies 
at reasonable prices. We can gamble with our security as to oil, or we can take 
out national life insurance in the form of a sound oil-import policy. A sound 
import policy which will make possible a vigorous domestic oil industry over the 
long pull is the choice which this Nation should make and make quickly. I 
know that you will give this urgent problem your best consideration. 

Mr. Manon. Thank you very much, Mr. Chairman. 

The CuarrMAN. We appreciate very much, Mr. Mahon, your 
coming to the committee. 

We realize, in your capacity as chairman of the subcommittee of 
the Appropriations Committee dealing with appropriations for the 
Department of Defense, that you are very well aware of the ingredients 
that have to be available for adequate defense. We thank you, sir. 

The Chair observes our colleague, the majority whip of the House, 
Mr. Albert, present. I am sure that he would like an opportunity 
to introduce to the committee the Honorable Raymond Gary, the 
Governor of the State of Oklahoma. 


STATEMENT OF REPRESENTATIVE CARL ALBERT, OF OKLAHOMA 


Mr. Atpert. Mr. Chairman, I appreciate your giving me this 
opportunity to present the Honorable Raymond Gary to your com- 
mittee not only because he is my Governor but because he is my 
constituent and my friend. 

Our Governor is here on important State business. The oil industry 
is so important to Oklahoma that if anything happened to it, it would 
hurt our State irrevocably. Already, cutbacks in production have 
had adverse effects upon not only the economy of our State but upon 
our State revenue. 

The Governor knows more about this than anybody, and I want to 
thank you, Mr. Chairman, for giving me the opportunity and the 
privilege of introducing to your great committee, the Temcenhie 
Raymond Gary, Governor of Oklahoma. 

The CuairMAN. Governor, we are very pleased to have you with 
us today, and we are sorry that our weather was such that you could 
not be here as you had intended yesterday. 


STATEMENT OF GOV. RAYMOND GARY, OF OKLAHOMA 


Governor Gary. Thank you, Mr. Chairman. I appreciate very 
much your granting me this opportunity of appearing out of order. 

The CuarirMan. The Governor of the State of Oklahoma would 
never be appearing out of order before this committee. 

Governor Gary. Out of time. 

I believe that we are in time, though, on this issue. 

I appreciate the remarks of Congressman Carl Albert. I want you 
folks in the United States Congress to know that we are very proud of 
his services. 
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Mr. Mason. You have good reason to be, Governor. He is one 
of the best men in the House, in my opinion, and I am a Republican. 

Governor Gary. Thank you; and from another great State— 
Illinois. We feel that way. 

I, of course, yesterday failed to get here on account of the weather, 
but I had copies of the statements that had been presented to this 
committee by all of the other men who testified here in previous weeks. 
This morning I hurriedly read the statement that was presented by 
Governor Daniel of Texas, and I find, from reading all of these 
statements, that all of us seem to be following the same line of thought, 
and I find that in my statement I have a lot of the same statistical 
information and the same line of thought that Governor Daniel 
presented yesterday. Since that has been presented, I would like to 
submit my prepared statement to the committee and then just pin- 
point from the statement that I have prepared some of the points that 
I want to emphasize, and not bore the committee by reading this 
entire prepared statement. 

The CuarrMan. Without objection, Governor, your entire state- 
ment will appear in the record. 

(The statement referred to follows:) 


I am the Governor of Oklahoma. My name is Raymond Gary. I appear here 
on behalf of the people of the State of Oklahoma to protest excessive imports into 
the United States of crude oil and petroleum products, and other natural resources 
such as lead and zinc. 

In March of 1955, I appeared before the Senate Finance Committee urging a 
reduction in the excessive imports of foreign oil and petroleum products into the 
United States. At that time I said, “The domestic oil industry in Oklahoma faces 
a crisis.’’ I now appear before you to state that we no longer face the crisis—we 
are in the midst of a crisis against which we are helpless to defend ourselves. I 
further stated, ‘‘The citizens of Oklahoma hope that this Congress will act to 
restrict the imports of foreign oil into the United States, to protect and insure the 
future of our great State.”” The action Congress took at that time was embodied 
in the defense amendment to the Trade Agreements Act. The President was 
given broad authority to limit imports when he found that the national security 
was jeopardized. It was my impression that the congressional intent of this act 
was that crude oil and products imports would be kept within the 1954 relationship 
(16.6 percent of demand). This congressional intent has been ignored, and the 
future of our State has been placed in jeopardy. I would like to bring to the 
attention of this committee what the continued importation of excessive crude 
oil and petroleum products means to the State of Oklahoma. 

Oklahoma’s economy is geared to the oil and gas industry. A general decline 
in the oil industry affects every citizen of Oklahoma. It is felt not only by the 
oil producers, but by the merchants, farmers, professional people, and in the taxes 
being collected by State and local taxing authorities. 

Approximately 70,000 citizens of Oklahoma are directly employed in the drilling, 
production and refining of crude oil. They receive approximately $300 million 
per year in wages, paid by this industry. In addition to those directly employed, 
187,635 people are indirectly employed in furnishing supplies and services neces- 
sary to these operations. If we figure that 3.2 people are dependent upon each 
fully employed person, 825,000 Oklahomans are dependent upon this industry. 
In other words, the prosperity of approximately one-third of the population of 
Oklahoma is directly dependent upon the prosperity of the oil industry within 
the State of Oklahoma. 

The gross value of the gas, oil and refined petroleum produced within the State 
of Oklahoma amounted to $608,861,812 for the fiscal year 1956-57. If these 
earnings are turned over only once, our sales tax receipts from this source would 
amount to $12 million. Since our welfare program in the State of Oklahoma is 
entirely dependent upon this source of revenue for its continued operation, our 
aged citizens, our dependent children, our blind, our crippled, and other un- 
fortunates are directly affected by the economy of the oil industry. 

You gentlemen are well aware of the increasing costs of government, a matter 
of concern also to the individual States. One of the largest sources of tax revenue 
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in the State of Oklahoma is our gross production tax. It is the greatest single 
item contributing to the general revenue fund. For the fiscal year 1956-57 the 
oil industry paid to the State of Oklahoma, in this tax alone, $34,164,477. This 
figure represents approximately 34 percent of the funds collected and going into 
the general revenue fund of the State. We must, therefore, conclude that the 
State is greatly dependent for its economic welfare upon the continued prosperity 
of the oil industry. 

Since the oil industry is so important to my State, I would like to point out 
what is now happening by reason of the loss of markets for our oil through increas- 
ing importation of crude and petroleum products. On March 7 of this year, 
Oklahoma was producing 168,591 barrels per day less than a year ago, following 
the national trend which shows that the United States produced 1,485,221 barrels 
per day less than a year ago. This reduced production under the orders of the 
Corporation Commission to meet the reduced demand for our oil comes at a time 
when our State can ill afford to do without this revenue. Approximately $750,000 
yer month in gross production tax alone is being lost to the State of Oklahoma. 
Tt will amount to approximately $8,500,000 lost by the end of the year. I do not 
need to point out to you what the effect will be upon the tax structure of our 
State. But the loss in gross production tax is not our only tax loss—we must 
prepare for a heavy loss in income tax, gasoline and vehicle taxes, sales taxes and 
other revenue sources. I do not like to contemplate what the full extent of the 
loss will be, but I can assure you that it will have a most crippling effect upon 
necessary governmental functions within my State. 

However, tax losses, no matter how bad they might be, are not the only effect 
upon the economy of Oklahoma which is felt by continued excessive importation 
of crude oil and products into the United States. With reduction in production, 
there is less incentive to drill additional wells. In 1957, 1,821 less wells were 
drilled than in the previous year. This reduction in drilling represents approxi- 
mately one-half of the national decline, and is a 25-percent drilling decline within 
the State of Oklahoma. One hundred and fifty rigs are now stacked in Oklahoma. 
What does this mean to our economy? Each drilling rig constitutes a small 
industry employing at least 18 men, and has an expenditure of approximately 
$1,000 per day for wages and services. The curtailment of drilling upon the small 
communities of our State has had a devastating effect. The figures of the Okla- 
homa Employment Security Commission on the mining industry (which includes 
oil and gas) show an increase of approximately 46 percent in unemployment from 
February 1957 to February 1958. In one large oil producing area in Oklahoma, 
unemployment has increased 106 percent; in another, 250 percent. The largest 
service company in the world (Halliburton Oil Well Cementing Co.) which head- 
quarters in Duncan, Okla., has found it necessary to reduce to a 35-hour work- 
week. In the tristate area—which includes Kansas, Oklahoma, and Missouri— 
40 of the 44 operators of lead and zine mines have shut down. More than 2,000 
wage earners, directly and indirectly connected with the industry, have been forced 
to leave their jobs, with a resulting loss in income of approximately $200,000 per 
week. At Henryetta, Okla., the closing of the smelter plant threw people 600 out 
of work. Is it any wonder then that as Governor of my great State, I find myself 
greatly concerned with the ever-increasing imports of crude oil, petroleum prod- 
ducts, and lead and zine into the United States. 

The security of our Nation is dependent upon an adequate supply of domestic 
oil. This means that we must have an ample reserve of oil and gas upon which 
we can draw in times of emergency. I am sure that you gentlemen have heard 
many references to the fact that the Suez crisis conclusively proved that we 
‘annot depend upon foreign oil supplies in the event of a national emergency. 
We should then be extremely concerned with the effect upon the discovery of new 
reserves caused by the import of crude oil and products. A comparison of the 
January 1957 figure with the January 1958 figure for the Nation as a whole 
shows a decrease of 349 million barrels—the first decrease since the war years 
when a shortage of steel caused a reduction in drilling. In Oklahoma for the year 
1956, we increased our reserves 86 million barrels. In 1957, when we had no 
incentive to drill, our reserves increased only 2 million barrels. The 97-percent 
loss in new reserves within a l-year period of time in one of the large oil-producing 
States of the Nation should be alarming to all of us concerned with national 
security. ; 

Oklahoma has pioneered in the conservation of oil and gas. The first statutes 
ever enacted by a State were enacted in the State of Oklahoma, Under our 
Corporation Commission, conservation has kept abreast of new scientific and tech- 
nical developments, and our legislature has passed many statutes to the end that 





Tae) ane ee a te 








2520 RENEWAL OF TRADE AGREEMENTS ACT 


the greatest ultimate recovery of oil might be realized without waste. An im- 
portant part of the Oklahoma conservation program has been the encouragement 
of continued production of 58,136 stripper wells. These are marginal wells, so 
designated because they operate on a very small margin of profit. I must tell 
you that for the month of March of this year, we are prorating these wells for the 
first time in our history. Because our markets have been lost to foreign imports, 
we have restricted the production of these wells by 11 percent of their daily 
capacity to produce. The average production per well per day is only 3.87 
barrels. I know that some of these wells must now be plugged and abandoned, 
and if conditions continue at the present rate, many more can no longer be pro- 
duced. The estimated loss in recoverable oil by the abandonment of our stripper 
wells will be in excess of 1,186 million barrels. We cannot afford to let that 
happen. 

Oklahoma does not stand alone in this crisis, and is only one of several States 
that made a drastic reduction in permitted daily production because of loss of 
domestic markets to imported oil. Other oil-producing States of the Southwest 
have reduced allowables for March, as compared with February, by 660,000 barrels 
daily, representing a decrease in total gross income to producers and royalty 
owners of about 2 million per day. Since approximately 60 percent of every 
dollar earned by the industry is spent by the industry to explore for new reserves, 
there is $1,200,000 less each day spent in developing our reserves. 

I have pointed out a few instances of what is happening in Oklahoma because of 
excessive imporation of natural resources and products. Through the years 
that I have served as Governor of Oklahoma I have seen the import figures 
steadily rise. Each year the imports of crude oil and petroleum products in- 
crease, yet I am startled to find that the figures for March 7, 1958, show imports 
of crude and petroleum products have reached 1,754,000 barrels per day. This 
is an increase of 325,000 barrels per day over March of last year. How much 
longer must we suffer? I realize that some importation of crude oil and products 
is necessary as a Supplement to our own production, and I further realize that it is 
necessary for the United States to encourage the economic development of other 
countries, but I also strongly feel that the individual States making up this 
Nation of States are entitled to consideration. It is high time that Congress 
take the matter in hand and place mandatory controls over importations. What 
I have said of oil and products applies equally as well to lead and zine. For the 
period 1946 to 1957 imports of zine have increased 111 percent. For the same 
period imports of lead have increased 231 percent. It is extremely difficult to 
tell the 2,000 wage earners in Oklahoma and the tristate area that it is necessary 
for us to deprive them of the normal rights and expectations of a citizen of the 
United States so that the economy of a foreign country might be advanced. If 
our effort has been directed to bettering the economy of foreign countries by in- 
creasing their production of oil, it has been imminently successful. From the 
year 1953 to 1957, production in the Middle East increased 52 percent, Canada 
95 percent, Venezuela 40 percent, while in the United States production increased 
only 11 percent. In Oklahoma we barely held our own. Since this development 
was made possible by providing markets within the United States for this crude 
oil or products refined therefrom, we have in effect created in foreign countries 
a healthy climate for the production of oil at the expense of our own domestic 
industry. When we have to prorate the stripper wells in Oklahoma because we 
have no market for our oil, then surely it is time for action to be taken by Congress. 

Congress gave the President authority,,under the defense amendment to the 
Trade Agreements Act, to limit imports when the national security was threatened 
by excesses. He has failed to act. 

Efforts to restrict imports on a voluntary basis have failed. It is futile to depend 
upon an administrative agency to exercise the controls Congress intended by the 
amendment of 1955. As evidence of this I call your attention to enclosure 
I attached to this statement which lists the efforts of the Office of Defense Mobili- 
zation and the administration to contro] the importation of crude oil and products 
into the United States. These efforts have utterly collapsed. 

I would respectfully suggest the following: 

1. That Congress place mandatory contro] over the importation of crude oil 
and petroleum products. 

2. That imports be restricted to 16.6 percent of national demand or the 1954 
relationship. 

3. Consideration be given to the distribution of permitted imports among all 
refineries in the United States upon a fair basis so that the competition in the 
products market might be equalized. 
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SumMARY OF Errorts To Conrrou O1L Imports, 1955-58 


January 28, 1955: 15 witnesses, representing 21 cooperating associations of oil 
producers, testified before the House Ways and Means Committee urging that 
oil imports be limited to 10 percent of United States oil demand by amendment 
to H. R. 1 extending the Trade Agreements Act. The House later passed H. R. 
1 after a series of very close votes, without voting on any specific amendment as 
to oil imports. 

February 26, 1955: President Eisenhower’s Cabinet Committee on Energy 
Supplies and Resources Policy released its report recommending that oil imports 
be limited to the 1954 relationship (16.6 percent) to United States crude oil 
production. 

March 15, 1955: Governor Gary of Oklahoma, Senator Daniel of Texas, and 
witnesses from the oil industry testified before the Senate Finance Committee 
supporting an amendment to the Trade Agreements Act to limit oil imports to 
10 percent of United States oil demands. 

April 26, 1955: Senate Finance Committee reported out H. R. 1 extending the 
Trade Agreements Act, without voting on the oil amendment but approving a 
substitute known as the defense amendment (sec. 7) authorizing the President to 
control imports of any commodity, including oil, whenever they threaten national 
security. 

May 4, 1955: The Senate approved the extension of the Trade Agreements Act 
with the defense amendment and the debate in the Senate clearly showed the 
congressional intent that the defense amendment should be used to limit oil 
imports to the 1954 relationship to domestic crude oil production. 

June 21, 1955: President Eisenhower signed the extension of the Trade Agree- 
ments Act for 3 years putting the defense amendment into effect. 

July 30, 1955: 27 Senators sent letter to Dr. Arthur Flemming, Director of the 
Office of Defense Mobilization, asking what actions he intended to take under 
the authority of the defense amendment to restrict oil imports to the 1954 rela- 
tionship. Oil imports continued to exceed the 1954 relationship. 

August 8, 1955: ODM Director Flemming called upon the importing companies 
to furnish information as to their import programs. Oil imports continued to 
exceed the 1954 relationship. 

September 13, 1955: ODM Director Flemming stated that information submit- 
ted by importing companies showed that oil imports were excessive and that the 
Government would have to take action if the importers did not correct the situa- 
tion. Imports continued to exceed the 1954 relationship. 

October 29, 1955: ODM Director Flemming wrote to the importing companies 
stating that the Cabinet committee had concluded that crude oil imports continued 
to be in excess of recommended levels and should be reduced voluntarily by the 
importing companies. Oil imports continued to exceed the 1954 relationship. 

May 11, 1956: ODM Director Flemming requested that the importing compa- 
nies reduce imports for the second and third quarters of 1956 to such a level that 
overall crude oil imports for the year 1956 would show a satisfactory relationship 
to domestic production. Imports continued to exceed the 1954 relationship and 
for the year 1956 amounted to 20.1 percent of domestic crude oil production as 
compared with 16.6 percent in 1954. 

June 26, 1956: ODM Director Flemming wrote to importing companies again 
asking that they voluntarily reduce crude oil imports during the third quarter of 
1956. Oil imports reached new record levels in the third quarter of 1956, sub- 
stantially in excess of the 1954 relationship. 

July 30, 1956: 31 Senators signed a letter to ODM Director Flemming ex- 
pressing concern with regard to the continuing excessive oil imports and asking 
what assurance could be given that the intent of the defense amendment to hold 
imports to the 1954 relationship would be carried out. 

August 7, 1956: The cooperating associations of oil producers filed a legal 
petition with the Office of Defense Mobilization requesting mandatory controls 
under the defense amendment to limit oil imports to the 1954 relationship. 

September 7, 1956: ODM Director Flemming advised the importing com- 
panies that imports had not been reduced to the level he had requested and 
expressed concern as to the failure of some companies to comply. Oil imports 
continued to exceed the 1954 relationship. 

October 12, 1956: President Eisenhower directed that a study be made with 
respect to the construction of large tankers but specifically stated that the study 
should be consistent with the request that had been made to oil importers to keep 
imports at a level where they do not exceed significantly the 1954 relationship to 
domestic production, 
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October 17, 1956: The special Cabinet committee released another report 
recommending reductions in crude oil imports which continued to exceed the 1954 
relationship. 

October 22, 1956: A public hearing was held by the Office of Defense Mobiliza- 
tion on the August 7 petition by the cooperating associations for the Government 
to impose mandatory controls to prevent the continuing excess of oil imports 
over the 1954 relationship. 

December 4, 1956: ODM Director Flemming stated that planned imports for 
1957, if carried out, would constitute a threat to national security but action on 
the petition to control imports was being suspended because of the situation in 
the Middle East and the closing of the Suez Canal. Oil imports were reduced 
somewhat during the early months of 1957 as a result of the disruption of trans- 
portation in the Middle East and not because of any Government control or volum- 
tary actions by importing companies. 

March 5, 1957: ODM Director Flemming wrote to the importing companies 
refiuesting import plans following the opening of the Suez Canal. 

April 23, 1957: ODM Director Gordon Gray, who had replaced Flemming, 
advised President Eisenhower pursuant to the defense amendment that he be- 
lieved crude oil was being imported in such quantities as to threaten to impair 
the national security. Two days later the President announced an investigation 
to determine what action should be taken. 

July 29, 1957: The special Cabinet committee appointed to investigate the 
import situation released its report concluding that the increased volume of crude 
oil imports and proposed imports for the latter half of 1957 threatened to impair the 
national security. The committee recommended a voluntary plan establishing 
allowable for crude oil imports for each company in the area east of California. 
West coast imports were not included in this plan and total imports continued to 
exceed the 1954 relationship. 

December 12, 1957: A second report of the special Cabinet committee recom- 
mended that crude oil imports into the west coast be limited by extending the 
voluntary plan to establish allowables for each importer on the west coast. The 
total allowables for the area east of California and the west coast continued to 
exceed the 1954 relationship 

First 3 months 1958: Under the voluntary plan crude oil imports are limited 
to about 990,000 barrels daily with no limitation on imports of refined products. 
Most of the importing companies have been complying with this plan but three 
companies (Tidewater, Sun, and Eastern States) have not agreed to comply. 
Tidewater has continued to import twice the volume permitted under the volun- 
tary program. In addition, about 40 companies have filed applications as new 
importers requesting to import an additional 300,000 barrels daily. Even with- 
out these new applications, imports in 1958 continue to exceed the 1954 relation- 
ship by more than 300,000 barrels daily with the largest part of the excess being 
imports of crude oil. 

Governor Gary. Thank you. 

The CHarrMan. You may proceed as you desire. 

Governor Gary. Thank you. I would like to state in the begin- 
ning, in March of 1955—it happened to be on the 15th of the month— 
I appeared before the Senate Finance Committee in support of an 
amendment that would have the effect of restricting imports of foreign 
oil and other commodities into this Nation. It so happened, by 
coincidence, that Senator Daniel of Texas, at that time, appeared on 
the same day that I appeared, on the same side, and I find now that 
our thinking is still the same, 3 vears later. Now he is Governor 
instead of United States Senator, and he can see some things as Gov- 
ernor from the State level that he could not experience as a United 
States Senator. And since he has had his experience as Governor he 
seems to be, from his statement, more firmly convinced that his 
views of 1955 were correct. After 3 years I am thoroughly con- 
vinced—I was at that time, but more so now—that the time is at 
hand when we should, as a Government, take some positive action 
toward reducing imports into this country, not only of oil but lead, 
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zinc, and many other commodities that we have opened the gates of 
this country to. I feel it is jeopardizing our economy. 

In 1955 I stated to the S Senate committee that the oil industry of 
Oklahoma was facing a crisis. In 1958, today, I am telling you 
gentlemen that we are no longer facing a crisis in Oklahoma’s oil 
industry; we are now suffering from a crisis that has hit us. I would 
like to dwell upon that for just a few minutes. 

As you know, Oklahoma is one of the largest oil-producing States 
in the Union. In fact, we have about 70,000 people employed di- 
rectly in the oil industry. Then we have about 187,000 that depend 
upon the oil industry for their livelihood, and allied industries, truck- 
ing, tank industries, and many other allied industries of various 
kinds. 

After you take into consideration the members of the families of 
the people that earn their livelihood from the oil industry, either di- 
rectly or indirectly, you come up with a grand total of about a third 
of our population in Oklahoma which has to depend upon the oil in- 
dustry directly or indirectly for existence, and when we suffer from 
severe cutbacks like we have suffered in recent years, and in recent 
months, it causes the oil industry te reduce the number of personnel 
that is normally employed, and it has a very crippling effect upon our 
domestic economy. 

A year ago Oklahoma was producing and marketing, in round 
figures, 168,000 barrels of oil per day more than we are producing 
and marketing today, and, at the present price of oil, that would 
amount to about a half million dollars per day less income for the 
people of Oklahoma from the oil industry alone. That means about 
three-quarters of a million dollars per month less taxes to support the 
government of Oklahoma. 

The gross product tax on oil in Oklahoma is the number one con- 
tributor to the support of our general revenue function of government, 
and when that is reduced by three-quarters of a million dollars per 
month, that means that we will have to either levy new taxes to re- 
place it or reduce allocations to schools, to mental hospitals, for road 
building and every other function of government in Oklahoma. 

When the gross product tax is down in Oklahoma, of course that 
means that the oil industry is marketing less oil, and then the income 
tax to the State government of Oklahoma goes down. So we are not 
only being hurt in Oklahoma from domestic economy point of view, 
but our State government is being crippled. 

I do not want anyone on the committee or any citizen of this great 
country to get the attitude that the people of Oklahoma are opposed 
to foreign trade. We recognize the need for this Nation to trade 
with other countries of the world, friendly countries particularly, but 
we feel that on the oil-trade question, lead and zinc—we are more 
familiar with those than others because they are Oklahoma products—- 
we have opened the gates a little too wide, and when we permit 
foreign goods to flow into this country, either finished or raw, to such 
an extent that we jeopardize our own domestic economy, then I feel, 
and the people of Oklahoma feel, that we are going too far. 

We feel if the imports of foreign oil could be reduced to about the 
1954 level, or approximately 16 or 17 percent of our domestic demand, 
that in Oklahoma we could live, prosper and we could keep the oil 
industry strong. 
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Of course, it has been pointed out by others that have appeared 
here that by increasing the imports of foreign oil we reduce the desire 
and incentive to explore for new oil reserves. In Oklahoma I will 
tell you how that is working. 

We have more than 150 oil rigs stacked now. We drilled 1,800 
fewer wells in Oklahoma last year than the year before. This year 
there are going to be, it appears, fewer wells drilled this year than last 
year unless something happens to this present policy. 

So our known reserves are not increasing now like they used to 
when we could operate on a normal basis. Our known reserves in 
the Nation are not increasing as rapidly or as much as they ought to. 
That is, of course, as you gentlemen know, the reason that we feel 
that our national security program is being jeopardized with this 
heavy import of foreign oil. 

There is one other thing that I would like to point out, and then I 
want to conclude my remarks with three positive recommendations 
which I want the record to show. 

The refineries in Oklahoma are finding it very, very difficult to 
compete in the market of their refined products with respect to re- 
fineries that are using imported crude. I do not know how much 
difference there is in the cost of a barrel of imported crude and do- 
mestic crude in this country, but from the best that we can calculate, 
and after talking with refinery operators and oil executives of Okla- 
homa, we feel that there is probably a dollar difference in the price 
of foreign crude and domestically produced crude. That means the 
refineries of Oklahoma and other parts of the Nation that depend 
upon domestic crude for their oil are finding it very, very difficult to 
compete with refineries that are using foreign crude that they are 
purchasing for approximately $1 per barrel less. 

So, with those remarks, I would like to make three recommendations 
that I have filed with you. 

No. 1, it is the desire of the people of Oklahoma, the independent 
oil producers, the working people—and by that I mean organized 
labor as well as unorganized labor—and the majority of the major 
companies that are doing business in Oklahoma, all desire that Con- 
gress place mandatory control over the importation of crude oil and 
petroleum products. 

I would like to make this statement before I go on to reeommenda- 
tion No. 2. 

Some of the major companies and some of the major independents 
would much prefer the oil industry being able to operate without 
congressional mandatory controls, but they have about all recognized 
the fact that it is not working. 

Since the President’s voluntary program went into effect, the 
imports of foreign crude and refined products combined total has 
shown a substantial increase. So they feel that something has to 
be done, and the majority feel that Congress has to provide the answer 
through mandatory controls. 

No. 2, that imports be restricted to 16.6 of the national demand 
or the 1954 relationship. 

No. 3. I didn’t read where this had been recommended in any 
of the other reports or presentations that were presented to the 
committee, but a few days ago I invited in the major producers and 
purchasers of oil in Oklahoma, and after the meeting I felt that this 





RENEWAL OF TRADE AGREEMENTS ACT 2525 


No. 3 item should be recommended. Not all present felt that it 
should, but I feel that it should, and that is this, that consideration 
be given to the distribution of permitted imports among all refineries 
in the United States upon a fair basis so that the competition in the 
products market might be equalized. 

I know that is a controversial suggestion, but if we do not permit 
the refineries of the Nation to purchase a part of the cheaper imported 
oil, then we are going to wake up one of these days and our independent 
refineries will be out of business. 

During the past 3 years we have had, I believe, two refineries close 
in Oklahoma. I am not predicting that any other refineries are 
going to close in Oklahoma, because I believe this question is going 
to be worked out to where they can continue to operate and show a 
reasonable amount of profit. 

Gentlemen, that is my presentation. I filed a prepared statement 
with you for the record. 

If you have any questions I would be glad to yield. 

The CuarrmMan. Mr. Simpson will inquire, Governor Gary. 

Mr. Mason. I just have one question. 

The CuHarrMAn. Mr. Mason. 

Mr. Mason. Governor, how many days’ production do you allow 
in Oklahoma now? 

Governor Gary. We don’t control it by the day. We control it by 
a monthly allowable. In other words, this month the allowable is 
about 500,000 barrels. 

Mr. Mason. That is the total for all? 

Governor Gary. That is right; for all wells. We have some wells 
where we have had to cut the production down so much that it is 
unprofitable for them to operate. And then on the deep wells we have 
had to cut the allowables so low that it is unprofitable to go out and 
drill for additional oil. And in some cases we have difficulty in getting 
the oil companies to drill the offset. 

Mr. Mason. Governor, how does that 500,000 barrels compare 
with what it was 2 or 3 years ago? 

Governor Gary. Compared to what it was a year ago, it is 168,000 
barrels per day less. 

Mr. Mason. That is all. 

Governor Gary. However, remember, in fairness to everyone con- 
cerned, a year ago this month all of the oil-producing States had been 
called upon to produce more oil because of the Suez crisis. 

Mr. Mason. Yes, I remember. 

Governor Gary. However, on a normal basis, not taking into con- 
sideration the Suez crisis, that production now is about 100,000 
barrels per day less than the normal production. 

Mr. Mason. And that is about what? One-fourth or one-fifth? 

Governor Gary. That is about 20 percent. 

Mr. Mason. That is all. 

The CuarrMan. Mr. Simpson will inquire. 

Mr. Simpson. Governor, I appreciate your appearance. The 
problem before the committee, of course, is the extension of the author- 
ity to make further trade agreements. Do I understand correctly 
your position that you are not in favor of extending that authority to 
the President unless adequate safeguards written into the bill pro- 
tecting the production of oil? 
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Governor Gary. You are exactly right. That is what I tried to 
say. 

Mr. Simpson. I think in your statement—and I was a bit late 
coming in—possibly you referred to the fact that there is authority 
in the hands of the President to impose a mandatory limitation on 
imports. 

Governor Gary. Thatis right. That is in my prepared statement. 

Mr. Simpson. I presume that that no longer suffices in view of the 
fact that such action should have been taken for a long period of time. 

What I am trying to say is this, and this is my question: 

Should the President decide now to impose mandatory limitations 
on oil imports under the pressure which exists today in efforts to get 
this bill passed, as one of the motivating factors, if it be, would that 
cause you to support the bill without there being written into the law 
something specific? 

Governor Gary. No. I would still insist that it be written into the 
law. 

Mr. Simpson. With respect to other products that you mentioned, 
lead and zinc, I quote from an article in the morning paper: 

Betting is high that the Tariff Commission soon will find that lead and zine 
producers in this country have been injured by foreign competition and should 
be favored by higher tariffs on imports. Betting is equally high that the President 
will approve the Tariff Commission recommendation, making it easier for some 
western Senators and Representatives to vote for extension of the act. 

That, I suggest, might be a bit late—a long, long time—if such an 
action is taken now under the pressure that prevails at the moment. 

Would you still maintain the position, which I understand you have, 
that we should give Congress the final word with respect to protecting 
the mining industry? 

Governor Gary. I certainly would. This is a democracy, and I 
feel that Congressmen are very close to the people of the Nation. I 
feel that the Congress can come nearer expressing the wishes of the 
grassroots support of the Nation than even the President, regardless 
of whether he be a Republican or a Democrat. 

Mr. Simpson. I thank you, sir. 

That is all, Mr. Chairman. 

Governor Gary. I might say, since you mentioned lead and zinc, 
in Oklahoma we do not have what you would term a general recession. 
But in some areas of the State, in the heavy oil-producing areas, in 
the lead and zine producing areas, we have more than just a recession. 
It is pretty serious, and in one oil-producing area the unemployment 
is up 250 percent over the same period last year. In another area 
it is 108 percent, and in the lead and zinc area I believe practically 
all of our lead- and zinc-producing facilities are closed down in Okla- 
homa. 

Mr. Simpson. Thank you. 

Mr. Curtis. Mr. Chairman. 

The CuarrMan. Mr. Curtis. 

Mr. Curtis. Governor, this being a reciprocal trade extension act 
that is before us, as Mr. Simpson has pointed out, and the possibility 
of amendments being made to this act to cover this particular area 
you are discussing, leads me to ask this question: 

Under what authority has the President gone ahead with this 
voluntary quota arrangement that has been set up? I have been 
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unable to find anything in the law that authorizes that. Maybe you 
have given some thought to that. F 

Governor Gary. | was under the impression that, under the 
Reciprocal Trade Act that was passed a few years ago, he had that 
general, broad authority, 

Mr. Curtis. He has the authority possibly for mandatory quotas 
under certain circumstances, but nothing voluntary. Actually there 
is in the law, however, a provision which permits the President to 
negotiate with the foreign government to impose what might be 
regarded as voluntary quotas, and that has been specifically spelled 
out in statutory language. 

In this oil situation, Tet me ask this: The importers of oil into this 
country are essentially American-controlled companies, are they not? 

Governor Gary. That is correct. 

Mr. Curtis. That may be the reason why arrangements for volun- 
tary quotas are made with the individual companies rather than with 
the foreign government. Yet, the authority we gave the executive 
for voluntary quotas is confined to farm products and textiles. It 
did not say anything about oil, if I remember that correctly, which, 
of course, brings me to this question: 

What sort of recommendation would you make for an amendment 
to the Reciprocal Trade Agreements Act that would cover your 
situation? 

Governor Gary. I recommended that Congress write into the Re- 
ciprocal Trade Agreements Act a mandatory control to cut the im- 
ports back to about 16.6 percent of our domestic production. 

Mr. Curtis. I think the executive has mandatory authority now. 
I was wondering whether an intermediate step like voluntary quotas 
might not be advisable. 

I again say I do not know under what authority the President has 
gone ahead on this voluntary quota thing. 

Governor Gary. It has not worked. 

Mr. Curtis. Not only has it not worked, but I am disturbed about 
this business of the executive waiving the antitrust law and other 
laws that we set up, which it seems to be doing without any authority 
from Congress. I do not know if that is the case, but it strikes me 
that it is. 

Governor Gary. I will tell you the way I see it. 

This is not in my prepared statement, but it is all right for it to 
go in the record, anything I say here. 

The way it is now, about 3 or 4 major oil-producing companies 
of this Nation are running the show. I am talking about the import 
problem. The way I see it, they will either continue to run it or the 
Congress will have to step in and write the rules and regulations, and 
the Government run it. 

I would a lot rather let the oil industry be under the control of the 
Federal Government than under the control of 3 or 4 major oil com- 
panies. That is my feeling. 

Mr. Curtis. I could not agree with you more. My own inclina- 
tions are that Congress, where the basic authority resides, should 
delegate that authority, and it has to, in my judgment, delegate it to 
the exeeutive. But, in delegating it, we should spell out the pro- 
cedures. 
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Governor Gary. That is exactly what we would like to see you do. 

Mr. Curtis. Thank you. 

Mr. EserHARTER (presiding). Mr. Machrowicz. 

Mr. Macurowicz. Mr. Chairman, in the testimony of March 13 
Mr. Ralph Lazrus referred to the action of the Office of Defense Mobili- 
zation with respect to the Swiss watch matter. I ask unanimous con- 
sent that, at the conclusion of his testimony, there be inserted a copy 
of the letter of Defense Mobilizer with respect to this matter. 

Mr. Exsernarter. If there is no objection, it is so ordered, 

Are there any other questions? 

Mr. Baker will inquire. 

Mr. Baker. Governor, on yesterday Governor Daniel of Texas 
testified as to the loss of income attributable to the foreign oil imports 
over the 1954 level. My recollection was he said that in 1957 it was 
about $300 million nationwide. Do you have figures on that? 

Governor Gary. I don’t have figures on that from a nationwide 
standpoint. I know about how it affects Oklahoma. I would have 
to check it on a nationwide basis. 

Mr. Baker. I wish you would have somebody prepare and supply 
for the record as accurate an estimate as possible of the revenue loss 
to the United States by reason of the excessive foreign oil imports. 

Governor Gary. I will be glad to get that and submit it as an 
amendment to my presentation here. 

Mr. Baker. Taking into account, of course, income tax, the 
transportation taxes, and pipelines, and any other source to the 
Federal Government. 

Governor Gary. In other words, what you want is the amount of 
loss in the form of taxes to the Federal Government as a result of the 
increased imports of foreign oil since 1954. 

Mr. Baker. That is exactly what I want. 

Governor Gary. We will be happy to furnish the committee with 
that information as an amendment to this presentation. 

Mr. Baker. I would like you to send me a copy, if you will. 

Governor Gary. We will do that. 

Mr. Baker. You may have covered this in your statement-in-chief: 

What is the percentage now of foreign oil imports compared to 
domestic? 

Governor Gary. I am going to have to sort of shoot from my hip, 
but I think it is approximately 20 percent or maybe a little more. 
I understand it is 25 percent. It is up. 

Mr. Baker. That is all, Governor. 

The CuatrmMan. Mr. Ikard will inquire, Governor. 

Mr. Ixarp. Governor, I am sorry that I was detained in my office 
and was late in arriving here. I did not hear all your statement, but 
I have read it. It is a very fine statement. 

Governor Gary. Thank you. 

Mr. Ixarp. I would like to ask you this: 

You mentioned the effect of the imports on your conservation laws 
in Oklahoma and the fact that a number of stripper wells will have to 
be shut in, which will probably mean a loss in known reserves of 
something over a billion dollars. I wonder if you would mind—and 
I am not asking for a technical explanation—explaining whether or 
not once these stripper wells are shut down they can be revived easily 
or not. 
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Governor Gary. Some of them can never be revived, so the Con- 
servation Department tells me, after they are once shut down. Others 
can be revived, but the expense of reviving them would be so heavy 
that it would not be profitable to revive them. So, as a result of 
this cutdown on stripper wells, it will mean that this Nation will lose 
millions of barrels of oil. They will never be able to take from the 
ground. 

Mr. Ikarp. In other words, we, in effect, are just abandoning a 
very valuable natural resource that your State and other oil-producing 
States, through your conservation laws, have carefully preserved? 

Governor Gary. That is right. I think maybe that Pennsylvania 
might even be hurt more than Oklahoma on that. It is my under- 
standing that they have more stripper wells than any other State in 
the Union. 

That is correct, Mr. Brown tells me. 

Mr. Ikarp. Thank you very much. 

The Cuarrman. Are there any further questions? 

Governor, we thank you, sir, for coming to the committee and 
giving us the benefit of this fine statement. 

Governor Gary. Thank you, gentlemen, for giving me this oppor- 
tunity. 

The CHAIRMAN. Our next witness is our colleague from South 
Carolina, the Honorable W. J. Bryan Dorn. 

Please come forward, Mr. Dorn. 

Tell us what district in South Carolina you represent. I cannot 
recall the number. 


STATEMENT OF REPRESENTATIVE W. J. BRYAN DORN, OF 
SOUTH CAROLINA 


Mr. Dorn. Mr. Chairman, it is the Third South Carolina District. 

The CuarrmMan. Mr. Dorn, you are recognized. 

Mr. Dorn. Thank you, Mr. Chairman. 

I would like to, of course, express my appreciation for the com- 
mittee being willing to hear so many witnesses on this very important 
issue before the¥country today, and, with your permission, I would 
like to make some preliminary, general remarks about the trade 
situation in the country before discussing my bill. 

One observation, Mr. Chairman, is that we have fallen victim over 
the last few years, in my opinion, to slogans without really going into 
whether or not these slogans do what they claim. For instance, 
reciprocal trade is a very high-sounding phrase, and everybody that 
I have ever seen is in favor of reciprocal trade, mutually advangageous 
reciprocal trade. And lately I have seen many of us who favored 
really true reciprocal trade being labeled over the country as a high 
tariff lobby, and I think that is most unfair, without going into detail 
as to how we are a high tariff lobby. 

Actually, I have always been in favor of mutually advantageous 
reciprocal trade. We have been getting resolutions from some of the 
great farm organizations of this country advocating a 5-year extension 
of the present trade agreements. I belong to the Farm Bureau, and 
I belong to the Grange, and I do not recall where at the grassroots 
level this most important issue has ever been discussed pro and con 
in a local Grange or Farm Bureau meeting. They operate generally 
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from some pressure from way off on matters of this nature. They will 
get a telegram saying that we must keep reciprocal trade; we have to 
trade to exist. And then they make a motion that we favor trade, 
and the ayes have it, and then they send all the Congressmen a stereo- 
typed resolution or a letter. 

I do know this, as a farmer: We used to export 60 and 70 percent of 
out cotton crop in this country, and these exports of cotton have fallen 
off almost consistently, with the exception of last year, of course, 
when the Secretary of Agriculture, and rightly so, tried to get rid of 
some of the surplus. 

I received a resolution from the tobacco people—lI believe it was 
yesterday favoring extension of the present trade program—and [ 
happened to look at the figure, and in 1920 we exported more tobacco 
than we did in 1957. Yet they advance as an argument for more ex- 
portation of tobacco, that we have to continue the present trade 
agreements. I frankly just cannot see it. I think the American 
people are being hornswoggled. I think they are falling victim to a 
complete hoax and fraud. Our exports of farm and related products 
have not increased as they should have under the present trade 
program. 

The original concept of Cordell Hull was mutually advantageous 
reciprocal, bilateral agreements. | 

You see in the paper nearly every day where some of these high- 
\ pressure boys, apparently hired to go out over this country, say that 
this is necessary for foreign policy. 

If that is true, Mr. Chairman, this bill should have gone to the 
Foreign Affairs Committee and not to this committee, if it is a foreign 
policy bill. But I maintain I have the utmost confidence in this 
committee, and this is the committee to write a mutually advan- 
tageous reciprocal trade bill. 

We also hear the argument to extend these agreements for five years 
is in the interest of national defense. | 

If the present administration of this program continues, I believe I 
can safely say here today that it will greatly cripple our ability to 
4 defend not only ourselves but the entire free world. 

1 We have lost to other countries around the periphery of Russia 

i plants that can be easily hit with intermediate missiles; not inter- 

i] continental missiles but just conventional aircraft and ordinary 

. rockets, which I am told would almost paralyze the defense of this | 
i 4 country because we have lost to these countries the mechanisms neces- 
i sary to trigger some of our atomic bombs. 

For instance, the camera industry, binoculars, and some of the 
watch people have lost their industries to other countries closer to 
H Russia thus endangering the defense of the whole free world. 
. I see in the present administration of the trade agreements, maybe 
unwittingly—I hope it is unwittingly; I hope it is not deliberate—a 
vehicle to undermine American labor, to destroy the wage-and-hour 
laws, laws against child labor, and social security law, unemployment 
compensation and laws against using penitentiary labor to manufac- 
ture goods in commerce. 

The reason why I say that is because I have right here a report 
from the United States News and World Report that Brazil in 1956 
imported 57 percent of all of their automobiles, but then Brazil 
announced an agreement here with General Motors and Ford and 
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Chrysler and a number of other industries around the world to build 
more plants and to enlarge their plant so that in a few years Brazil 
would not have to import a single automobile. 

How that could be mutually advantageous and reciprocal I simply 
cannot understand. I view it as an attack on American labor. No 
wonder we have unemployment in Detroit. We will have more unem- 
ployment under the present program to encourage our industries to 
shut down and move overseas using slave labor. 

It is the fear of what is going to happen in the future that is causing 
our home plants to curtail production, to discard any ideas of expansion 
of these sloatti 

I might remind the committee that when the Cordell Hull reciprocal 
trade poli: y was advanced in 1934 it was a depression-period measure 
designed to relieve depression conditions in this country which were 
more severe in this county than in any other country of the world. 
We had 14 million unemployed. This program was advanced on a 
bilateral, mutually advantageous basis to relieve the American people. 

I say, Mr. Chairman, that the situation, again with a recession in 
this country, the conditions are getting worse almost daily, that we 
need to adopt a real reciprocal trade bill mutually advantageous to 
all countries concerned, and go back to the original Cordell Hull 
concept, and disregard all of this foreign policy propaganda that is 
going out over this country, and adopt a trade program that will keep 
American the heart and core of the free world—the arsenal of democ- 
racy. If anything happens to us, then Afghanistan and Cambodia 
and all the rest of the countries in the world are going to collapse 
overnight, I say that it is more to their advantage for America to stay 
strong economically and militarily than any other consideration. 
American labor must be treated fairly so we can continue to protect 
the free world. 

I might say that some of the propaganda they are putting out over 
the country is that we are against trade, that if we do not extend these 
agreements for 5 more years we are actually taking a step toward 
destroying trade. 

Nothing could be further from the truth. I have some facts and 
figures here about trade all the way back to 1790. 

The fact is in 1900 we exported $1,370,000,000 worth of goods and 
imported only $849 million. In 1920 we imported approximately $5 
billion worth of goods and exported over $8 billion. In 1934 we 
imported $1,600,000,000; we exported $2,100,000,000. In 1940 the 
imports came up to $2,500,000,000; the exports were only $3 billion. 
In 1950 we almost had a balance there. 

I cannot see where this program is increasing our exports. It is not 
mutually advantageous. I have already mentioned tobacco. 

Mr. Chairman, I want to briefly outline the bill that I introduced 
sometime ago, and I want to be perfectly frank in saying that, of 
course, I did not draw this bill up. I have been studying this program 
for quite a while. I had some very able assistants in the drafting of 
this bill. The final draft was done by the legislative branch here in 
the House of Representatives, and I think they did a very splendid 
job, but this bill is designed to establish a national policy that will be 
mutually advantageous to this country and all other countries with 
whom we make bilateral agreements. My bill is a truly Cordell Hull 
reciprocal trade bill. 
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My bill does rca for bilateral agreements. In that way it elim- 
inates, you might say, some of the evil effects of GATT. I might say 
that Russia, according to the testimony of Secretary Dillon before 
the Senate Committee about 2 weeks ago, made 147 bilateral trade 
agreements, mutually advantageous to Russia and to each and every 
country with whom the agreements were consummated. 

I see nothing wrong with that. I do not say that the United States 
should try to emulate Russia, but we seem to be awfully fearful in 
this day and time that Russia is getting control of the world, and we 
seem to try to counteract everything they do, including a race to the 
moon, putting up mothballs, grapefruit, when they already have a 
one-ton satellite in space. We go plumb crazy. 

However, it is a hard, cold economic fact that they have made 
progress through bilateral agreements. So have the nations with 
whom the agreements were made. 

As to the way many of these multilateral agreements have been 
working, I will give you an example. Some years ago we made an 
agreement with Switzerland to let Swiss lace come into the United 
States, and a little later on, under GATT, having made this concession 
to Switzerland, it had to go to everybody else. So Japan stepped in 
and took over the lace market in this country and left Switzerland out 
in the cold. 

I see nothing wrong with bilateral mutually advantageous trade 
agreements. My bill provides for a bilateral approach. You can 
make any number of bilateral agreements with each and every country 
in the world. 

I will give you an example of some of the concessions that have 
been made, Mr. Chairman, under the present administration of this 
program. When the textile tariff was cut 50 percent in 1955 here is 
one of the concessions that Japan made: Mr. Mason, they agreed 
not to put any duty on raw cotton imported into Japan. In other 
words, Japan was saying, ‘“‘We won’t grow any cotton.” 

That is like asking some country in the Arctic Circle to make an 
agreement not to grow grapefruit. That would be just as ridiculous 
as the United States agreeing not to put duties on coffee when we are 
the greatest importer of coffee in the world. I do not see where that 
is any concession at all. 

It is such ridiculous concessions as this, gentlemen of this committee, 
that have shocked this country, and we are hearing from people all 
over this country. I have been all over America, and I am speaking 
today, I believe, for all of these industries, particularly ual indus- 
tries. 

I know that under the administration of this program, if some man 
in my district or your district, Mr. Mason, who is employing 5,000 
people would come to Washington and say, ‘“‘Look, I am going to close 
my plant, fire my employees, but I will put it up in Indonesia or India 
or Pakistan,” he will be encouraged to do so. And, not only that, 
but he will be guaranteed a profit that he could never hope to make 
in your district or my district. And this type of administration has 
alarmed and is alarming American people. I know instances where 
that very thing has been done. They will help him get the passport. 
They will send the technicians along, make all the arrangements, and 
make the deal with the foreign country to guarantee him favorable 
tax advantages. 
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I come here today advocating a mutually advantageous reciprocal 
trade bill. My bill is the only real reciprocal trade bill that has been 
introduced since 1934, and I do hope this committee will consider it. 
It provides for bilateral agreements, continues all of the present duties, 
and does not do a thing in the world about agreements already entered 
into. It does provide the machinery later on in the bill for study of 
these agreements and some possible revision, but in the very beginning 
it continues all of our present agreements. And then it enlarges the 
Tariff Commission by 1 man, from 6 to 7, with a 7-year term. 

The President under my bill still negotiates trade agreements. 
He appoints these teams just as he has always done. But here is 
where I think we return the power to Congress and to the people of 
this country: Before the President and his team of negotiators can 
enter into a bilateral agreement with a foreign country, he must give 
120 days’ notice. He still gets up a list of articles to be bargained on, 
but he must furnish the Trade Board 120 days’ notice of an intent to 
enter into an agreement. 

Under this bill the name, incidentally, is changed from the Tariff 
Commission to the Trade Board, which is inconsequential. It is still 
the Tariff Commission to all intents and purposes. 

Then the Board must appoint five consultants representing industry, 
labor—Mr. Eberharter—and agriculture. I cannot see anything 
wrong with having some representatives of industry, labor, and agri- 
culture sitting down with this Board and with the negotiators before— 
not after, but before—they enter into any agreement. 

Is there anything in that that would make us the high tariff lobby, 
trying to destroy the trade of the world? 

I think we are advancing something here that will preserve our recip- 
rocal trade, and we will consult with the affected parties before an 
agreement is entered into. 

I might say that this is a complicated bill. It is a comprehensive 
bill. Some of the best brains in this country spent months on writing 
it. I would not dare sit here and tell you that I could explain all the 
provisions of it. I would not do that anyway because this committee, 
in my opinion, is much more acquainted with these problems than, 
certainly, anyone else in the Congress, and certainly I would go along 
with any changes in legislation which this committee would promul- 
gate. 

Mr. Chairman, that just about concludes my statement. 

The CuarrmMan. Mr. Dorn, we thank you, sir, for coming to the 
committee and discussing with us this subject, including the bill 
which you have introduced, which has been relerred to the committee. 

Are there any questions? 

Mr. Mason will inquire. 

Mr. Mason. Mr. Dorn, I have gone through your bill quite care- 
fully, and the objective of the bill, as I get it, is to carry out the objec- 
tives of the Hull reciprocal trade agreements that we passed in 1934. 
Is that right? 

Mr. Dorn. That is absolutely correct, Mr. Mason. 

Mr. Mason. That, in substance, summarizes your bill, and, because 
that is the objective of your bill, you feel that it is necessary at this 
time because we have lost sight entirely of the objectives of the Hull 
reciprocal trade agreements that we passed in 1934? 
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Mr. Dorn. Mr. Mason, we have. 

My understanding, in the simplest terms, of the original Cordell 
Hull concept was that America was in a depression and had a lot of 
surplus goods piled up. 

Mr. Mason. That is the true history of it. 

Mr. Dorn. That is right. And his bill was to promote mutually 
advantageous trade between one countr y—America, with a surplus in 
one category—and a nation with a surplus in another category. For 
instance, the United States sends manufactured goods to Brazil and, 
in return, buys coffee. I do not think that anyone would advocate in 
a trade conference that Brazil import coffee. Yet there are other 
countries in the world who grow coffee. That is exactly what our 
trade negotiators do to many American industries. 

No one would suggest that Honduras import bananas, or that 
Malaya import raw rubber. But that is exac tly what they insisted on 
America doing. We had just as great a surplus of oil, coal, glassware, 
chemicals, and many other products i in this country. Yet they turn 
around and insist that a nation with surplus import surplus. They 
would not dare have the gall to suggest that Brazil and Honduras and 
Malaya import those products. 

Cordell Hull’s concept was that we would sell to those countries 
goods we had in surplus: To Japan, raw cotton; to Malaya, finished 
cotton goods and manufactured goods in exc hange for raw rubber and 
aluminum and tin. That was his conc ept of reciprocal trade; not 
sacrificing American labor and American industry for some high- 
sounding “slogan, some policy that in many instances has been proven 
wrong whic h they do not have the courage yet to admit. 

Mr. Mason. That is exac tly what we want presented to this 
committee. 

You mention coffee and manufactured articles with Brazil. We 
have a surplus of jeweled watches. We had 20 companies 20-odd 
years ago. We now have 3, and all 3 are in trouble. That was because 
we made these multilateral agreements, and, as a result, 80 percent of 
our watch market has been taken over by imports. That is what our 
reciprocal trade agreement has brought about in the last 20-odd years. 

Mr. Dory. Exactly, Mr. Mason. This watch I have on was manu- 
factured in Illinois. If it becomes broken I doubt now if I could get 
parts to fix it because the plants have been closed. 

Mr. Mason. The plant is gone. 

Mr. Dorn. The plant is gone. 

As another point, we argued all yesterday on the floor about the 
farm situation. I owna farm, and I am only using a personal illustra- 
tion to show what many farmers are unde rgoing all over—in our State, 
Mr. Herlong; in yours, Mr. Frazier —tbere is no market whatsoever 
for hardwood. 

Do you know what we are doing with hardwood in our area? We 
are putting poison on them to kill them so that we can plant pines, and 
maybe some future generation can enjoy the benefits. 

Almost every farmer in this country has, along the creekbanks, hard- 
woods, good wood, oak, hickory, maple, ash. There is no market for 
these trees because Japan, with maximum hours and no minimum 
wage laws, is taking advantage of this to undermine the American 
farmer and undermine American labor. Therefore, I cannot even give 
my hardwood away. 
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Is that helping the economy of the free world? 

I will tell you what it is doing. It is building a false economy 
abroad. It is making those countries think that they can share 
America’s wealth, and then, if America enters into a real depression 
and our economy collapses, ‘they will say, “Well, Russia, I was with 
you all along.” This is a serious situation we are in ‘today, and, 
gentlemen, under the ICA working hand in glove with the administra- 
tion of this trade program, we are bringing teams into this country 
every day, literally thousands. I think 7,000 teams. I may be mis- 
taken, but up in the hundreds. Teams studying our techniques, 
studying our know-how. They are taking blueprints of steak knives, 
for instance, and going back and in a few months they duplicate the 
same identical product and put it on the American market for 75 cents 
whereas our people cannot possibly put it on the market for under 
$1.50. 

Is that not undermining union labor in this country if the big 
powerful corporations of this country can go abroad and put up 
plants, use this slave labor, and bring the goods back in this country? 

[ do not see how that is mutually advantageous. And I cannot see 
how, Mr. Simpson, that is helping our foreign policy or helping in 
the defense of this country. 

Mr. Mason. That is all, Mr. Chairman. 

The CuatrmMan. Mr. Herlong will inquire, Mr. Dorn. 

Mr. Hertona. I just want to ask one question, Mr. Dorn. 

You made a very fine statement. You referred to your bill as the 
reciprocal trade agreement bill. I received a number of letters from 
people from my area asking me to support your bill, and they referred 
to it as a protectionist bill. Are they ill advised as to the real purpose 
of your bill? 

Mr. Dorn. Mr. Herlong, they are absolutely ill advised. 

I received a letter the other day abusing me. That’s the way they 
usually do. They never tell you how any legislation is going to affect 
them or affect the country. They just call you all kinds of names and 
say that you are a member of the high tariff lobby. 

My bill is a truly, genuine reciproe cal trade bill. 

Mr. Hertona. However, these people, Mr. Dorn, were asking me 
to support your protectionist bill. 

Mr. Dorn. They, too, are misinformed, Mr. Herlong, because it 
is not a protectionist bill. It is a reciprocal trade bill which provides 
for mutually advantageous trade. In other words, if you sit down 
at the table with some country abroad and work out a bilateral 
agreement, naturally you are not going to enter into any agreement 
at that table that would destroy an American industry. That is not 
mutually advantageous. It is not reciprocal. So that they are mis- 
informed when they call my bill a protectionist bill. 

It is not a protectionist bill. It is a reciprocal trade bill. 

However, it does provide the machinery in the bill, in a number of 
places to return the power to Congress, and the Trade Board is 
responsible to Congress. 

Mr. Hertona. In other words, there are features in it which will 
protect American industry. 

Mr. Dorn. Which will protect hardwoods in our State, and chem- 
icals, the coal people, the independent oil people, Mr. Eberharter, and 
others. I think it will encourage exports. 
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You can make a better deal across the table bilaterally than I think 
you could by sitting around the table with 15 or 20 countries. When 
you make 1 concession designed to get the trade from 1 member, then 
all the rest get the same concession. 

The CuHarirMAN. Mr. Baker will inquire. 

Mr. Baker. Under your bill to whom do you give the final say in 
reducing tariffs? 

Mr. Dorn. To Congress. 

Mr. Baker. That is, you say the President gives notice of 120 days, 
and then the Trade Board decides, do they? Then how do you get it 
back to Congress? 

Mr. Dorn. It comes back to Congress when the industry is hurt, 
The bill provides that the Trade Board report to the Ways and Means 
Committee of the House, the Finance Committee of the Senate; and 
the House and the Senate or the Congress in joint resolution can 
disapprove of what is going on. It does bring the power back to the 
Congress. 

Mr. Baker. What length of time does Congress have in which to 
act? 

Mr. Dorn. Congress has to act within 90 days. 

Mr. Baker. That is all. 

Mr. Heruonge. If the gentleman will yield on that point, I would 
like to follow up with one question, Mr. Chairman. 

The Cuarrman. Mr. Herlong. 

Mr. Hertona. In case a man petitioned the Board that you have 
set up there for relief, is there any appeal to the Congress from an 
adverse ruling? 

Mr. Dorn. Yes. 

Mr. Hertona. The Congress would have to disapprove something 
they did, as I understand, but is there any appeal for the individual 
from an adverse ruling of the Board? 

Mr. Dorn. No; relief will have to come from Congress in the form of 
a resolution. 

Not only that; this bill provides that before the negotiations, these 
consultants representing labor, industry and agriculture can get infor- 
mation from any department of the Federal Government, or any inter- 
ested citizen can bring it to the attention of this Board or to these 
consultants, and that is just the democratic way, Mr. Herlong. 

Mr. Hertonea. Thank you. 

The Cuarrman. Mr. Curtis will inquire, Mr. Dorn. 

Mr. Curtis. Mr. Chairman, I want to compliment the gentleman 
from South Carolina for doing the work that he has done in this area 
and appearing before this committee. 

I have read the bill and I think there has been a great deal of thought 
that has gone into it, and there are some very constructive suggestions 
in the areas in which I have been very much interested. 

I also want to say that I think the gentleman was perfectly right 
in characterizing the opposition, or a great deal of the opposition to 
this bill or any other thinking that does not follow a particular narrow 
channel as being propaganda and dealing in false economy, and I 
think it has badly damaged this situation. 

Having said that, I also want to express equal concern about the 
way the other side now is responding. Of course, it is two-pronged. 
Falseness breeds propaganda and falseness. So the other side is 
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taking to using GATT as an epithet. I heard the gentleman use 
the words ‘‘The evils of the agreement of GATT”’. 

GATT, after all, is no more than a set of procedures. 

I have been trying to fight for many years here to get these pro- 
cedures out in the open so that we can see where ie might be 
inadequate, but to use the term “GATT” as an epithet just is being 
guilty of the same type of propaganda that you have spoken of an 
on which I agree with you. 

I think the gentleman posed a very basic point here in discussing 
bilateral as opposed to multilateral. I happen to think that the 
multilateral is the intelligent way of negotiating. That does not 
mean that you cannot have—and probably in many instances might 
have—bilateral agreements. 

I wish that all these days this committee has been holding hearings 
listening to epithets on both sides and propaganda for both sides had 
been devoted to digging into some of the good points of the bilateral 
approach. For instance, we had the fact that our trade agreements 
with Venezuela are bilateral, not multilateral, and it has certain 
advantages. But, I submit, so does multilateral. 

I also want to call attention to the fact, even though bilateral 
agreements have been used and used successfully, the most favored 
nation clause has been part of them and part of our trading procedures 
for sometime, which, in effect, gives them multilateral effect. 

I want to say that because this thing has now reached the point 
where I say those who have been guilty for years of propagandizing 
the American people, appealing to ignorance, appealing to prejudice, 
are now beginning to reap the harvest they have sewn. But that is 
what worries me. 

Who is it that gave rise to these particular techniques of using 
falseness and propaganda, because I think any one knows when you 
use those you encourage the use of the same kind of thing in return, 
and I am deeply disturbed at the atmosphere we find ourselves in, 
because I can just visualize that this is going to go on the floor of the 
House, and it is going to be a propaganda battle. It is going to be a 
press-release battle, and a discussion of the real issues that make a 
difference in getting adequate trade is going to be lost by the wayside. 

Maybe that is the intent of the people who started this propaganda 
campaign, but I would beseech you and the people who have seen 
these errors not to indulge in the countercampaign of propaganda. 
That is going to damage us just as badly, and it is the reason why I am 
going to take the floor as emphatically as I can this time to argue for 
the extension of the reciprocal trade formula, even though they do not 
put in many of these amendments that I have for years pointed out 
should be made. 

We have made some propaganda. A lot of things have been done 
that have improved this procedure. Switching from the State Depart- 
ment to the Commerce Department has been a healthy step forward. 
There are many things we can do, but this constant propaganda 
and antipropaganda and so forth is just going to destroy this country 
not only in this area but in many other areas. 

I am sorry, Mr. Chairman, I made a speech. But I thought this 
was the timely point at which to try to drive home these views I have 
held for so many years. 

The CuarrmMan. Mr. Simpson will inquire, Mr. Dorn. 
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Mr. Simpson. Mr. Dorn, | too compliment you on your statement. 

I cannot resist saying that, in my opinion, the idea of reciprocity has 
completely been eliminated from the actualities of the alleged reciprocal 
trade agreements program. 

It may be trite to say it again, and I cannot prove it, but no one ever 
denies that there are more restrictions abroad on free trade from the 
United States than there were at the time we started to make the 
agreements back in 1934. 

Mr. Dorn. There is no doubt about it, Mr. Simpson. 

Mr. Simpson. There are quotas, licensing and all that sort of thing. 
Consequently, when you balance that statement against the fact that 
under the reciprocal trade agreements program under which we gave 
up something in exchange for something, and the other countries, for 
one reason or another, have seen fit to impose limitations against their 
original agreement, it is unfair because in the United States we have 
never penalized the other country. We have never said, ‘““You have 
gone back on your agreement, and, therefore, we will withdraw the 
concession we have made.” We have not done that. We relax and 
let them go ahead. The result is that we have traded away now one 
side of trade. We have given away a large part of the admittedly 
excessively high rates in some areas whie h existed at the beginning of 
this program in exchange for concessions since withdrawn by the 
other countries, and now, with only a little remaining by way of pro- 
tection, we are asked to cut that still further in the hope of getting 
the other countries to remove these limitations they have imposed i in 
the last 20 years. 

So I agree with you that basically, in order to get back on a sound 
footing, we have to return to Congress a recognition that the Congress 
has the power and must protect the power of Congress to have the final 
word with respect to tariff rates and other matters affecting foreign 
trade. 

The Cuatrman. Mr. Dorn, we thank you again, sir, for coming to 
the committee and giving us your statement. 

Mr. Dorn. Thank you, Mr. Chairman. You all were very gen- 
erous with your time. 

I would like to ask unanimous consent to place in the record some 
few statements here, one of which is from the Textile Workers Union 
of America, to the effect that in 1940 there were 1,208,000 workers in 
all branches of the textile industry, and today there are only 856,000, 
a statement containing a decision by the late Justice Charles Evans 
Hughes. 

The CuarrMan. Without objection, the additional material wlll be 
received for the record. 

(The material referred to follows:) 


UNEMPLOYMENT IN THE TEXTILE INDUSTRY 


The highest postwar employment in textiles was in 1948 when there were 
1,280,000 production workers in all branches. 

In January 1958, the textile mill products industry (exclusive of finished textiles 
and synthetic fibers) only employed 856,300 workers. 

There were 78,000 fewer production workers in the industry in January 1958 
than in January 1957. When new reports come in it is a certainty that this 
picture will be appreciably worse. There has been continued decline in the 
industry during February and March of this year. 
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Average weekly hours in the industry in January 1958 had dropped to 38.1 as 
compared with 38.8 hours in the previous January. 

The greatest reduction in textile employment has taken place in the New 
England States—52 percent. In the Mid-Atlantic States, where contraction had 
occurred previously, the drop in employment was 38 percent. The reduction in 
the South was 12 percent. All States showed reductions of varying severity. 





TABLE I.—Number of production workers in United States textile manufacturing 
industries, selected dates 














| | Change, 

Industry | December | December | December | December 

| 1951 1953 1957 1951-De- 
cember 1957 
Total '!. | 1, 277, 000 1, 165, | 1, 037, 000 —240, 000 
= SSS sB§$k=*=_—L_=]Bh—>L—>>S==||E==V=_b¢'Swww ws 
Yarn and broad woven fabric 2. | 671, 300 606, 100 505, 000 —166, 300 
Cotton, silk, and synthetic. 555, 800 516, 100 448, 000 —107, 800 
Woolen and worsted - - - 115, 500 90, 000 | 57, 000 —58, 500 
Knitting and hosiery_-_- | 215, 800 198, 600 | 183, 900 —31, 900 
Dyeing and finishing -- | 83, 600 79, 900 | 78, 000 —5, 600 
Carpets and rugs (wool) --- . eal 28, 700 28, 000 22, 000 —6, 700 
Finished textiles 3_- " ; | 112, 400 100, 000 94, 000 —18, 400 
Synthetic fibers... 51, 900 52, 000 | 68, 000 16, 100 





| Includes miscellaneous textile mill products industries not shown separately (jute goods, narrow fabrics, 
cordage, twine, etc.) but excludes hats and hat bodies. 

2 Includes cotton, silk, synthetic, and wool. 

3 Includes textile bags, handkerchiefs, curtains, draperies, and other housefurnishings. 


Source: U. 8S, Bureau of Labor Statistics, 


24093—58—pt. 2——_67 
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TABLE II.—Hmployment in the textile mill products industry, by State, 
February 1951, July 1954, and December 1957 


























[In thousands] 
Employment (wage and salary workers) Change, 
telah deciaeniiecieeiniaiclehcess cE ginning tiiaiagameg | 
Region and State 1951-Decem- 
February July 1954 December ber 1957 
1951 1957 

EE Re tae tic ct écekesmoncedades 1, 635. 0 1, 038. 0 976. 0 —389.0 
ss cece. cocci end ee 286. 1 176.0 136.8 —149.3 
a a 27.5 20.5 15.1 —12.4 
I i cen nad eeceianeaih 21.1 13.9 13.0 —8.1 
a a a ak i 5.2 2.9 1.1 —4.1 
ces scedoaeon 125.0 73.0 56.3 —68.7 
0 EST a ae ar 41.6 28.5 20.1 —21.5 
i edemaind 65.7 37.2 31.2 —34.5 
Ri cweidernumie 307.2} 219.0 191.5 —115.7 
le os bd Ba. Since 96. 1 69.6 56.1 —40.0 
oo ak Ncdleseingagubeelin a Somes 65. 8 46.2 38.7 —27.1 
Pennsylvania eo 141.7 100. 5 93. 9 —47.8 
a Se Ee een aianie 3.6 2.7 2.8 —.8 

Bi Pee | a es 669. 9 590. 0 591.4 —78.5 
Se i ececuuawenmee 2.9 2.4 2.1 —.8 
aa ae ake eters 11.6 6.7 —49 

ate oe Oe cakes 42.7 37.4 36.3 —6.4 
nn Soulmate 244, 2 220.7 2 226.6 —17.6 
Se 139.8 130.2 129.5 —10.3 
SS SSR’ 114.8 96.5 100. 1 —14.7 
a a ae 55. 5 47.3 43.7 —11.8 
eg ares 6.0 4.6 4.4 -1.6 
ee Scania bacaronene 39.9 33.8 31.8 —8.1 
ae hs eee 2.3 i 21.9 —.4 
inna ekaacsecudcmbhooabeae 10.2 8.4 8.3 —-19 
ee «ast mR 21.9 —10.3 
EE eae ae ae, 13.5 10.7 10.4 —3.1 
Rint oknccnJcbucdcnoceseconductuct 4.9 3.1 2.3 —2.6 
eal 310.1 36.7 35.8 —4.3 

a 3.7 3.2 3.4 —.3 
Far West: California.................---------- 8.2 | 6.6 6.4 -1.8 











1 Data include States not shown separately. 
2 December 1957 figures not available; figures are for November 1957. 
3 Production worker employment. 
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TasLeE III.—Tertile areas of substantial labor surplus, January 1958 ' 


NEW ENGLAND 


Maine, Biddeford-Saco Connecticut, Danielson 
Massachusetts: Rhode Island, Providence? 
Fall River ? 
Lawrence 2 
Lowell 2 


New Bedford 2 
North Adams 
MIDDLE ATLANTIC 


New York, Utica-Rome ? Pennsylvania: 

New Jersey, Paterson ? Scranton 2 
Wilkes-Barre-Hazleton 2 
Berwick-Bloomsburg 
Lewistown 
Sunbury-Shamokin-Mount Carme 


SOUTH 
Maryland, Cumberland North Carolina: 
Virginia, Radford-Pulaski Asheville ? 
Tennessee: Durham ? 
Knoxville ? Fayetteville 
Bristol-Johnson City-Kingsport Kinston 
Alabama, Talladega Rocky Mount 


Rutherfordton-Forest City 
Shelby-Kings Mountain 


1 Six percent or more of labor force unemployed. 
2 Major area. 


Source: U. 8S. Bureau of Employment Security. 


TABLE 1[V.—Number of mills and employees involved in textile mill liquidations, 
by industry branch, 1946-57 * 


Total employees 
Cotton-rayon Woolen and Dyeing and finish-| put out of work 
worsted ing ? because of plants 
Year closing 


Mills | Employees| Mills | Employees; Mills | Employees; Mills | Employees 


Depéetsendeoneeess 34 § 300 2 450 1 200 7 950 
Elxé Handsence~ases 313 3 5, 500 11 2, 000 3 200 27 Tom 

SE ee 3 26 39, 300 22 3, 000 12 1, 600 60 13, 900 
EE bancovmincacaier 336 39, 000 31 5, 400 8 1, 400 75 15, 800 
a 24 2, 600 17 3, 900 4 950 45 7, 450 
i udsarniebssddeda 23 5, 600 17 2, 800 4 1, 500 49 9, 900 
BR cetuccuseseees 20 8, 800 33 17, 500 8 1, 900 70 28, 200 
Bi eiiewsuwte Seite 28 7, 750 29 10, 700 ll 1, 700 68 20, 150 
Sistcasepiebaeneet 38 12, 600 41 20, 900 15 1, 200 94 34, 700 
thc itucs @ tbh sn oacp 46 10, 850 37 8, 050 18 1, 870 101 20, 770 
iinuaresbaseuss 35 9, 100 24 8, 250 4 750 63 18, 100 
ST bdtcecnspence need 26 9, 435 14 5, 400 18 4, 420 58 19, 255 


1 Includes only cotton-rayon, woolen and worsted, and dyeing and finishing plants. 
3 Excludes small New York City area dyers. 
* Excludes narrow fabric mills, 
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Mr. Dorn. Thank you, Mr. Chairman. 
(The following excerpts were submitted by Congressman Dorn:) 


CONSTITUTION OF THE UNITED STATES OF AMERICA 
Revised and Annotated, 1952 
ARTICLE I—LEGISLATIVE DEPARTMENT 


SECTION 8 POWERS OF CONGRESS; CLAUSE 3. REGULATE COMMERCE 


Foreign commerce; protective tariffs 

Tariff laws have customarily contained prohibitory provisions, and such pro- 
visions have been sustained by the Court under Congress’s revenue powers and 
under its power to regulate foreign commerce. Speaking for the Court in Univer- 
sity of Illinois v. United States,! in 1933, Chief Justice Hughes said: ‘The Congress 
may determine what articles may be imported into this country and the terms 
upon which importation is permitted. No one can be said to have a vested right 
to carry on foreign commerce with the United States. * * * It is true that the 
taxing power is a distinct power; that it is distinct from the power to regulate 
commerce. * * * It is also true that the taxing power embraces the power to 
lay duties (art. I, sec. 8, cl. 1). But because the taxing power is a distinct power 
and embraces the power to lay duties, it does not follow that duties may not be 
imposed in the exercise of the power to regulate commerce. The contrary is well 
established. Gibbons v. Ogden (9 Wheat. 1,202). ‘Under the power to regulate 
foreign commerce Congress impose duties on importations, give drawbacks, pass 
embargo and nonintercourse laws, and make all other regulations necessary to 
navigation, to the safety of passengers, and the protection of property.’ Groves 
v. Slaughter (15 Pet. 449,505). The laying of duties is ‘a common means of 
executing the power’ (2 Story on the Constitution, sec. 1088).’’? 


EXcERPT OF A LETTER RECEIVED FroM A NOTED AUTHORITY ON INTERNATIONAL 
TRADE 


I have just finished reading H. R. 11250 and consequently feel very exuberant. 
Even its number is highly appropriate, because it can be translated to mean that 
this bill is 11250 times better than its notorious predecessor, H. R. 1. The date 
of its introduction is also a good omen, because it was my mother’s birthday. 
Had she lived she would then have been 101 years old, and ‘prob: ably asking w hy 
we had waited so long to place United States foreign trade policy on a sound basis. 

The final drafting was expertly done. Every change of language was an im- 
provement. I am greatly impressed with its clarity and on two readings have 
not spotted any ambiguity, or weasel words, or inconsistency. But more impor- 
tant than all this, the bill contains the substance of statesmanship. 

Its objectives are sound economics, its attitudes are ethical, its procedures are 
well ordered and deliberate, its operations are open and democratic. It is the 
blueprint of a great slum-clearance project. It would sweep away the dark hovels. 
twisting alleys, and honky-tonks of political intrigue and duplicity, erecting in 
their stead a gleaming new edifice bathed in the sunlight of truth and on top of 
which there is one flag flying. 

As I write this, it is St. Patrick’s Day and Iam reminded that many centuries 
ago he did a somewhat similar job of cleaning out Ireland. But he was a celibate, 
so it is thought, and unfortunately didn’t have the posterity to keep up the good 
work. 

Every part of H. R. 11250 is mighty good nourishment to the hungry soul and 
without being at all preferential I think that section 366 is like a rare Foxes steak. 

With best wishes for a good March 20. 

Sincerely, 


The CHarrMaNn. The next witness is our colleague from the State 
of Washington, the Honorable Jack Westland. 
Mr. Westland, what is the number of your congressional district? 


1298 U. S. 48 (1933). 
2 Ibid., 57, 58. 
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STATEMENT OF REPRESENTATIVE JACK WESTLAND, OF 
WASHINGTON 


Mr. WestLanp. I represent the Second District of the State of 
Washington, Mr. Chairman, the top left-hand corner of the country. 

The CHarRMAN. You are recognized, sir. 

Mr. WestLanp. I have a prepared statement for your reporter 
which I would like to have made a part of the record. 

The CHatRMAN. Without objection, it will be included in the record. 

(The statement referred to follows:) 


STATEMENT OF THE Hon, Jack WEsTLAND, MEMBER OF CONGRESS, 
Seconp District or WASHINGTON 


Mr. Chairman, I am appearing before this committee to outline the need for 
an amendment to H. R. 10368 to provide for certain domestic industries depressed 
by imports. Such an amendment, I believe, should have the same purpose as 
H. R. 5952, a bill I introduced March 13, 1957. This bill proposes a 15 percent 
quota on hardwood plywood imports. 

Plywood imports have taken over an increased percentage of the domestic 
market while domestic producers’ shipments have stayed about the same. This 
has led to depressed prices at a time when production costs have increased. 

Imports comprised only 7.6 percent of the domestic consumption of market 
plywood in 1951. The ratio jumped to 37.2 percent by 1954 and 45.4 percent 
by 1956. The figures I have just given you include all imports. Now I want 
to make a comparison using figures involving only Japanese imports. 

Domestic use of hardwood plywood was 89 percent higher in 1957 than in 
1951, but the American industry supplied only 48 percent in 1957 as compared 
with 93 percent in 1951. Japan’s share of domestic consumption went from 1 
percent in 1951 to 42 percent last year. 

Earnings have reached a point for the industry where it is extremely difficult 
to find new capital or credit to support research and development, and to finance 
mechanical improvements in production. 

In the district I represent there are numerous softwood plywood plants as well 
as two hardwood plants. All are affected by the hardwood market because the 

rice of softwood is being undermined by cheap hardwood plywood imports. 
Normally hardwood is purchased for door skins, furniture manufacturing and 
interior panels for homes. Softwood is used in general construction. Because 
of their different uses, the hardwood and softwood markets normally are separate. 

But in the situation that exists today, the price of all plywood is determined 
by hardwood imports from Japan. ‘These imports have depressed prices of 
hardwood plywood to a point below that of softwood plywood. 

Normally, 31 plants with an employment between 7,500 and 10,000 operate 
in the State of Washington. Today, this employment has dropped between 20 
and 25 percent. Also, the workweek has been shortened to 70 percent of the 
normal workweek to spread the work around. 

Why has this situation come about? The answer is low price made possible 
because of low labor costs overseas. In Japan, labor costs average $4.17 a 1,000 
square feet for one-quarter-inch plywood. Average labor costs to the domestic 
industry amount to $38.50 a 1,000 square feet. This is possible because Japanese 
labor is paid as little as 12 cents an hour. It does not reflect lack of efficiency 
on the part of American labor, 

It is small wonder a fair and reasonable measure of relief and protection is 
needed by the American industry. An amendment to H. R. 10368 to provide 
import quotas is a method of giving such protection. Furthermore, there is 
sound precedent for import quotas. 

One precedent is the import quotas on sugar under the Sugar Act, which pro- 
vided for the determination cach year of the quantity of sugar needed to supply 
the Nation’s requirements and provided for division of the market among the 
domestic and foreign supplying areas by use of quotas. 

Limited time prevents me from more detailed presentation of the precedent for a 
quota system to protect depressed industries, but I can point out recently there 
has been voluntary restrictions on the importation of crude oil. 
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My presentation of the need for an amendment to H. R. 10368 has been in 
terms of a domestic plywood industry that needs protection. I have used the 
plywood industry as an example because it is an important segment of the economy 
in my district. Most of the district’s plywood industry is operated by cooper- 
atives in which shareholders are the workers. It is these people who risk not only 
their jobs but also their investments, which usually represent their lifetime 
savings. 

I have received hundreds of letters from these shareholders who voice their 
concern over the impact of plywood imports on the domestic industry. It has 
= a serious problem and one we in Congress must strenuously work to 
solve. 


Also, in pointing out the precedent established by the Sugar Act, I want to 
say that, if such a system works for one industry, it could work for other indus- 
tries. 

I believe Congress must be alert to the fluctuations of world trade levels and 
must take appropriate steps to see that free trade is not carried to the extent 
that it would drive our own industries to ruin. The high standard of living sup- 
ported by our domestic plywood industry should not be subjected to ruinous 
pressures by a plywood industry paying as little as 12 cents an hour for labor. 

Mr. Chairman, I wish to thank you and the members of this committee for 
allowing me to make this statement. 

Mr. Westianp. I will speak extemporaneously for a very short 
time about the plight of the plywood industry as a result of some of 
the policies that have been pursued over the very recent past. This 
arises from a Japanese situation which was touched on lightly by the 
gentleman who preceded me. 

After World War II it seems this country decided that we should 
rehabilitate Japan, and we proceeded to do so. One of the means of 
rehabilitating this nation was by the expenditure of a good many 
millions of dollars in setting up plywood plants in Japan. These 
plants were as modern as they seed be, far more modern than many 
of the plants operating in this country. 

This creature which we built has now practically taken over this 
industry. This is a very recent development. It goes back to 1951 
where at that time imports of foreign plywood were less than 8 per- 
cent of our domestic consumption. Today that figure is almost 50 

ercent. 
' It even goes further than that for the use of plywood in this country 
during that time in 6 years has increased from nearly 90 percent. 
It has had an amazing increase. Yet American industry today only 
shares 48 percent of that total domestic consumption as against 93 
percent in 1951. 

This is not a situation that exists merely in my own district. 

Again, the gentleman who preceded me said he could not give 
away this hardwood, and that situation has been reflected in the ply- 
wood market because of these imports of Japanese plywood. Their 
workers receive a wage of about 12 cents an hour; our workers, as 
you gentlemen, I am sure, are familiar with, receive $2 an hour or 
something of that nature in this particular industry. So that a tariff 
is not the answer by any means to this problem. 

It seems to me that the only answer is a quota. 

I have introduced a bill, H. R. 5952, and several others have intro- 
duced similar legislation, which would provide for a 15-percent quota 
of our domestic consumption. 

Certainly quotas are nothing new. We have the quotas in sugar. 
We recently, a couple of years ago, I believe, passed a sugar-quota 
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bill which gave to domestic producers a percentage of the increase in 
our consumption of sugar, and gave other nations a percentage of our 
consumption. 

We have quotas on dairy imports. Just this morning you heard a 
request for quotas on the import of oil. Certainly there is nothing 
new in that. 

The district I represent has a good many plywood mills in it. 
Many of them are co-ops where these workers have invested rather 
substantial sums, anywhere from $5,000 to $50,000, for a share in a 

lywood mill. And they work in that plywood mill at various jobs. 

hey believe in the capitalistic system which we have. They idliors 
in the free-enterprise system. However, they simply cannot compete 
with 12-cents-an-hour labor. 

As a result of these excessive imports, one plywood mill in m 
hometown was cutting hardwood plywood can doing rather well, 
but this past year they did not cut one single square foot of hardwood 
plywood because there was no market. The Japanese have taken this 
market over completely. 

I can realize some of the broad picture of this thing, that we must 
have a strong Japan as a buffer against communism, but, by the 
same token, I believe we must have a strong economy in this country, 
and, if it is a choice between a strong economy in the district I represent 
or in this country which I love as against another nation, the choice, 
it seems to me, is very simple. 

Therefore, I urge this committee, in the consideration of this 
Reciprocal Trade Agreements Act, to put some language in this bill 
which will give some relief to an industry such as this. 

That concludes my statement, Mr. Chairman. 

The CHarrMAN. Mr. Westland, we thank you, sir, for coming to 
the committee and discussing this problem with us. 

Mr. Simpson will inquire, Mr. Westland. 

Mr. Stmpson. Mr. Chairman, I want to compliment Mr. Westland 
for appearing before the committee today in the interest of this 
segment of his constituency which is adversely affected at the present 
time by the operations of our laws permitting excessive imports of 
hardwood plywood into the United States. 

Mr. Westland, there is authority under existing law for the im- 
position of a quota under certain circumstances today. It is dis- 
cretionary, however, I believe, that this matter should not be dis- 
cretionary, that once injury or a threat of injury is recognized, the 
Congress then should exercise what discretion there is, and should 
impose a quota if it sees fit. You could do that by direct legislation 
or by agreeing with the Tariff Commission if they so recommend. 

Do you subscribe to that opinion? 

Mr. WestLanp. Very much so. 

The gentleman from Pennsylvania, of course, has recently intro- 
duced a bill along with the gentleman from Georgia, Mr. Davis, to 
just that effect, and I would certainly support that type of legislation. 

Mr. Stmpson. I compliment the gentleman, too, on recognizing 
that it would be unfair for the people of the State of Washington in 
the lumber business to pay the price for reviving the economy in 
Japan by unemployment in this particular group of American 
citizens. 
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Mr. Westianp. If the gentleman from Pennsylvania will allow me 
to make a very brief statement here, I have been a businessman all 
my life and it is pretty difficult for me to understand how one business- 
man who is in competition, let us say, with another and is doing well 
and this other fellow perhaps is not doing quite so well because of in- 
adequate machinery or that sort of thing, would go over to that fellow 
and say, “Look, here is $100,000 or $5 million. You go ahead and 
rehabilitate your plant and get that thing in shape so that you can 
produce this product at a cheaper price and compete with me.” 

It is exactly what this country did. 

The results are as plain as the nose on anybody’s face. They have 
taken over the business. 

Mr. Stimpson. We even did a little worse than that. We provided 
the capital to build the plant and then came along and reduced the 
duty to provide a market too. 

Mr. WestLanp. That is exactly right. 

Mr. Srupson. Thank you. 

The CHarrMAN. Are there any further questions? If not, Mr. 
Westland, thank you again, sir. 

Our next witness is our colleague from Georgia, the Honorable 
John J. Flynt, Jr. 

Please come forward, Mr. Flynt. 

What district in Georgia do you represent? 


STATEMENT OF REPRESENTATIVE JOHN J. FLYNT, JR., OF 
GEORGIA 


Mr. Fiynr. I represent the fourth district. 

The CHarrMAN. You are recognized. 

Mr. Fiynr. It is always a pleasure to appear before you and your 
colleagues on this great Ways and Means Committee of the House 
of Representatives. I regret that a voice failure prevented me being 
with you as scheduled last Monday. 

I welcome the opportunity to appear today and while I am still a 
little incapacitated from that point of view, I will try to proceed and 
actually accomplish what I have to say in the allotted time you have 
given me. 

Mr. Chairman, with your permission and with the permission of your 
committee, I would like to have included, following such general state 
ments and specific statements as I shall make, a copy of the prepared 
statement which I have heretofore filed with your committee, to be 
included at the conclusion of my oral presentation and prior to any 
inquiries which may be directed to me. 

The CuarrMan. It may be included at that point without objection. 

Mr. Frynr. Mr. Chairman, first of all I regret that I find myself in 
disagreement with the numerical majority of this great committee in 
my opposition to H. R. 10368, but I feel that I could not be true to 
the district which I represent, and to the people who live in it if I were 
to subscribe to a piece of legislation which I believe within the next 
5 years, if this bill is passed, will produce the greatest amount of 
unemployment ever precipitated in the area in which I live. 

Three years ago, I reluctantly opposed the then designated H. R. 1. 
I hated to doit. I hated to do it then as a comparatively new Mem- 
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ber of the House of Representatives but I foresaw then things which 
have come to pass not only in the district in which I live but in my 
State and in my region and in the entire United States. 

I have reached a conclusion and to me it is inescapable that a 5- 
year extension of the Reciprocal Trade Agreements Act could lead 
only to disaster and ruin of the American economy, American em- 
ployment, and the jobs of millions and millions of American men and 
women who are engaged in producing those things which we need for 
consumption here and for export abroad. 

Mr. Chairman, I am not a protectionist except that I do desire to 
protect that which is American, to protect American industry, to 
protect American labor; and I am not willing to see one American 
industry or the job of one American workingman or workingwoman 
sacrificed on the altar of free trade. 

During the 3 years just past I have seen major closings and cessation 
of activity in the textile industry which plays such a vital part in the 
economy of the Fourth District of Georgia. 

In my own home county adjacent to the city limits of the town in 
which I live I have seen perhaps our most modern, our best equipped, 
indeed our best financed textile plant be forced to the wall, and they 
would be out of business today and every man and woman employed 
in it would be out of a job if they had not been able to convert to a 
new and different product. 

The next time this situation is driven home so forcibly to them there 
may not be available to this company, its management and its em- 
ployees, a product to which they can convert at that time. 

Some 38 miles to the west of my home in the city of a former 
colleague of yours on this committee, I have seen within the last 6 
months the number one plant of one of the oldest textile manufactur- 
ing company in this entire area close down completely because of 
having to compete with 12-, 15-, and 18-cent per hour wages, manu- 
facturing similar products in the Empire of Japan and exporting them 
from Japan into this country. 

Mr. Chairman, I feel that it is an inescapable fact recognized by 
you and the distinguished members of your great committee that 
Congress may delegate its powers as it has done in previous enactment 
and amendments to the Reciprocal Trade Agreements Act, but the 
Congress of the United States can neither delegate nor shirk the 
responsibilities and duties placed upon it in the basic instrument of 
our Government, the Constitution of the United States. 

Mr. Chairman, never let it be said that I, as a Representative from 
the State of Georgia in the House of Representatives and as a citizen 
of the United States, oppose international trade and commerce. 
I do not. Mr. Chairman, never let it be said that I oppose truly 
reciprocal trade, for I do not. Mr. Chairman, never let it be said 
that I oppose the principles promulgated in the concept of the original 
Reciprocal Trade Agreements Act promulgated by the late Cordell 
Hull, for I do not, but, Mr. Chairman, I sincerely believe that those 
principles have been forgotten in the intervening years and I am of the 
firm belief that, if the late Secretary of State Mr. Hull were alive 
today, he would look very cautiously at this legislation presently being 
considered. 
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Mr. Chairman, if any nation has ever shown utmost good faith in 
this question of reciprocal trade, the United States of America has 
shown that utmost good faith. The United States has never resorted 
to arbitrary and artificial trade barriers, currency restrictions, licens- 
ing, import —— and other artificial types of barriers to trade which 
are designed and implemented in many nations to circumvent the 
true intention of the Reciprocal Trade Agreements Act. 

Mr. Chairman, one of the reasons why I oppose this proposed 5-year 
extension of the Reciprocal Trade Agreements Act is because I do not 
believe that this act is being administered in accordance with either 
the intent of Congress or the best interest of the American people. 

Mr. Chairman, I wish to lend my full support to any proposal which 
would bring back to Congress its power to regulate our foreign com- 
merce. This should be regarded as desirable no matter what one’s 
= view might be on the question of protection or liberal trade 
policy. 

Mr. Chairman, last fall I left the confines and limits of the United 
States to visit abroad for the first time since I served in Europe durin 
World War II. Mr. Chairman, I found it nearly impossible to find 
a single American-made product and when it was available the 
price was 2, 3, and 4 times the price required for that product on the 
domestic market in the United States of America. Yet, Mr. Chair- 
man, as I went to compare the prices of well-known European manu- 
factured products, I found that the prices required, demanded, and 
obtained for those same items abroad were comparable to the prices 
which those foreign-made products bring when they are sold on the 
markets here in the United States of America. 

Mr. Chairman, we have reached the point where Congress is so 
hedged in by unwarranted international trade commitments made by 
the State Department that no matter which way we turn we collide 
head-on with one or more of these commitments. 

I think it can be truly said that the manner in which the present 
Reciprocal Trade Agreements Act as amended is being carried out and 
administered is more to implement the foreign policy of the United 
States than it is to provide and promulgate freer exchange of goods 
between the nations of the world. No better example could be found 
than the experience of the textile industry with which I am perhaps 
more familiar than any other one. Here was a clear case where the 
exercise of its power to regulate foreign commerce confronted the 
Congress either through direct legislation or through the normal 
procedures of agencies created by Congress for the specific purpose 
or through the application of administrative law. All of these ave- 
nues to a remedy were found to be blocked in one way or another. 
The State Department like Kilroy, had been there in advance and had 
thrown roadblocks across these avenues in the form of international 
commitments. 

The exceptions, however, are not the point. They in any case were 
to be purely transitory. What is the point and what is of utmost 
seriousness to us today is the fact that the State Department can 
believe itself to be authorized by the Trade Agreements Act to make 
such far-reaching commitments in any international agreement. 

Mr. Chairman, the State Department gives more regard to GATT, 
which is really its own creature, its own creation, than it does to the 
expressed intent of Congress. 
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Mr. Chairman, the Congress of the United States in 1947, again in 
1951, and most recently in 1955 thought it was strengthening the 
escape clause and ae point provisions of the Reciprocal Trade 
Agreements Act, but, in each instance where a crippled industry has 
sought to invoke the provisions of the pril point clause and the escape 
clause, those industries found themselves blocked in every instance by 
a peepee of State Department and Commerce Department 
officials. 

The Congress of the United States in 1951 wrote into the act in 
words as clear as the English language can make them that they did 
not intend to see any American industry crippled, paralyzed, or de- 
stroyed by improper application of this Reciprocal Trade Agreements 
Act. Yet, what do we find? We find that the Tariff Commission 
itself has been very reluctant to give any relief. We also find that 
when, as in the case of velveteen, it did give relief by a unanimous 
decision, that decision was upset and overturned by a combination 
of the White House, the State Department, and the Commerce Depart- 
ment. Just as something was about to be done, certain officials in 
the executive branch of our Government, completely ignoring the 
mandate of the Congress of the United States as expressed in the 1955 
amendments to this act, entered into what I consider unconstitu- 
tional, illegal, and unwarranted “arrangements” whereby the Empire 
of Japan was permitted to impose their own voluntary import quotas 
on certain goods. These voluntary quotas not only included velve- 
teen but included gray goods, CotaA Eien, ginghams, and poplins. 
The Japanese called the terms and they set the terms as to what they 
would and what they would not export from Japan into America. 

Mr. Chairman, the time for further compromising is gone. The 
State Department has made such far-reaching international commit- 
ments that they cut squarely across the field of congressional responsi- 
bility to the point where the elected representatives of the people 
of the United States, the members of this body and of the United 
States Senate, are being completely ignored. We are being affronted. 
We are being insulted because the executive branch of our Govern- 
ment has certainly given us to clearly understand that they do not 
intend to carry out the expressed intention of Congress as expressed 
in 1955 when the escape clause provisions and the peril point clauses 
were strengthened and strengthened materially. 

Mr. Chairman, I do not want my remarks to be considered com- 
pletely on the negative side. I want to make to this committee two 
recommendations in the form of affirmative action which can be 
accomplished by amendments to any of the bills being considered by 
you at this time. These amendments, I feel, are necessary to imple- 
ment the existing provisions of the Reciprocal Trade hersenant 
Act so that the application of that act may be mutually beneficial 
to the United States of America as wel) as to the many other nations 
of the world. If these recommendations could be included in the bill 
to be approved by the House Ways and Means Committee, I feel 
that the dangerous effects of the misadministration of the Act as 
now carried on could be minimized and possibly could be completely 
eliminated. 

(1) I think the Congress should remove the authority that it has 
now granted to the President to make adjustments in the rates of duty 
when a report has been made to him by the Tariff Commission. 
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(2) And I think most importantly, the recommendations of the 
Tariff Commission should instead be made to Congress and not to the 
executive branch. Then, if within 60 days of the receipt of these 
recommendations neither of the two Houses of Congress shall have 
passed a resolution rejecting the recommended rates of duty, the 
recommendation shall then become effective. 

Mr. Chairman, in my opinion, this, combined with legislation 
guiding the Tariff Commission and establishing standards for it 
to follow in determining import quotas and rates of duty and limi- 
tations of imports, would return to the Congress of the United States 
those powers which are granted in the Constitution to regulate inter- 
national commerce to which the United States of America is a party. 

I sincerely urge that you include such provisions in any bill to be 
reported out by this committee. 

I also sincerely urge most respectfully that you will ask the Rules 
Committee to grant an open rule on this legislation. 

Mr. Chairman, I want to say again that I have been reluctant to 
find myself in disagreement with a numerical majority of this com- 
mittee. However, I know that you grant to me the same sincerity of 
purpose in my position on this bill which I grant to each one of you. 

I hope that I have been able to disagree with you without being 
disagreeable in this instance. 

The CHarrMan. We thank you, sir, for making your very fine 
statement to us about the subject matter before the committee and 
certainly let me assure you that no member of this committee would 
ever pay to you anything other than the deepest sincerity in any of 
the remarks you make and, even though you may have disagreed 
with what you describe as a numerical majority on this committee, 
let me assure you that you have in no way been disagreeable in this 
disagreement. 

Mr. Fiynr. Thank you, Mr. Chairman. 

(The statement referred to follows:) 


STATEMENT OF Hon. Joun J. Fuynt, Jr. (Democrat, OF GEORGIA) IN Opposi- 
TION TO A 5- YEAR EXTENSION OF THE ReEcrpROocAL TRADE AGREEMENTS ACT 


Mr. Chairman, I would like to express my appreciation to the members of the 
House Ways and Means Committee for granting me this time to appear before 
the committee to express my views on the administration’s request for a 5-year 
extension of the Reciprocal Trade Agreements Act. 

In order that my position on this question is not misunderstood, let me begin 
by saying that I favor the principle of reciprocal trade even if I do not favor the 
language of this bill. It is a historical fact that the original concept of trade 
contained in the Reciprocal Trade Agreements Act of 1934, which was enacted 
to stimulate this Nation’s badly depressed economy, was put forward by the 
great Cordell Hull, a Secretary of State, from my own section of the country. 
The philosophy of trade advanced by this act was supported by the people of 
my section of the Nation, and its legislators were among the act’s strongest 
advocates. For a time this area along with the whole Nation benefited from the 
Reciprocal Trade Agreements Act. 

However, I believe that if Cordell Hull were alive today he would look very 
cautiously at this pending legislation. No one can dispute that in recent years 
the executive branch of the United States Government has abused the powers 
delegated to it by Congress in the Reciprocal Trade Agreements Act. 

The executive branch has used these powers which were delegated to it in 
order that it might more effectively assist in elevating the economic level of this 
country, to advance its own international relations program—regardless of the 
foreign policy approved by Congress and further regardless of that perilous effect 
on major segments of the American economy, 
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This abuse by the administration of powers delegated to it by Congress has 
resulted in detriment not only to the industry of my State—but to the entire 
Nation; and I shall refer to the textile industry more frequently than others 
in giving my views today, because it is that industry that is responsible for 
feeding, clothing, and housing a large portion of the people of the Fourth District 
of Georgia. 

The Paoonstinl about which we are all justifiably concerned today is not new to 
the textile industry, either in the South or New England. 

It is the administration’s abusive use of the powers delegated to it in the Recip- 
rocal Trade Agreements Act, as amended, that has been largely responsible for 
the depressed condition in America’s textile industry. 

During 1955 in the district which I have the honor to represent, we witnessed 
the beginning of the closing of many of our textile mills, the reduction of take- 
home pay in many others and shorter workweeks in others. 

That trend is continuing. 

During the re 3 years there have been many conversions, liquidations, and 
temporary and permanent closings of textile manufacturing plants in the area 
in which I live. One of our largest plants would be closed today if it could not 
have successfully converted to a different product. The next plant so affected 
may not have another product to which it can convert. 

Much of this is directly chargeable to the adverse effects of the misadministra- 
tion of the Reciprocal Trade Agreements Act. 

In the first session of the 84th Congress, I opposed the bill then designated as 
H. R. 1, because I had more confidence in the Ghited States Congress than I had 
in any one man, whether that man was President of the United States or whether 
he occupied any other position of trust. 

I have more confidence in the United States Congress than I do in the Depart- 
ment of State or the Tariff Commission. 

I have confidence in the membership of the House of Representatives, because 
this membership represents a thorough and a complete cross section of the people 
of the United States more than any other group anywhere in this Nation. It 
was for that reason that in 1955 I wanted the Congress of the United States to 
again assume some of the responsibilities and powers delegated to the legislative 
branch of our Government in the Constitution and to recover some of those powers 
which had previously been abdicated by the Congress. I think if we are to 
preserve the position of strength, power, and influence that the United States 
presently has in the world that we, as Members of the Congress of the United 
States, must be willing to assume many of the responsibilities delegated to us by 
the basic instrument of Government of our Nation, the Constitution of the United 
States. 

It is primarily for that reason that I today find myself once again in strong 
opposition to the stated position of the Eisenhower administration. It is largely 
for that reason that I expect to oppose the President’s proposal to extend the 
Trade Agreements Act for 5 years and why I intend to support a substitute measure 
which has been introduced by the gentleman from West Virginia, Mr. Bailey, the 
gentleman from Georgia, Mr. Davis, the gentleman from Ohio, Mr. Henderson, 
and other of my colleagues. 

Congress may delegate its powers—but it can neither delegate nor shirk its 
ee ee 

uet it not be said that I, as a Representative from the State of Georgia and as 
a citizen of the United States, oppose international trade and commerce—for I 
do not. Do not let it be said that I oppose the principles of reciprocal trade— 
I do not. On the contrary, I think international trade and commerce is second 
to none among the various segments of our economy in maintaining our strength 
economically and our position of leadership in the entire world. Yet, I feel in 
this matter of international trade and commerce if we are to have a so-called 
Reciprocal Trade Agreements Act, it should be truly reciprocal and that we, with 
our allies and friends throughout the world, must realize that reciprocal trade is 
truly a two-way street. 

If ever any nation has shown utmost good faith in this question of reciprocal 
trade, the United States of America has shown such utmost good faith. We have 
not resorted to arbitrary and artificial trade barriers, currency restrictions, im- 
port quotas, and other artificial types of barriers to trade designed to circumvent 
the true intention of the Reciprocal Trade Agreements Act. As I said a few 
minutes ago, one of the principal reasons why I oppose this proposed extension 
of the Reciprocal Trade Agreements Act is because I do not believe that it is 
being administered in accordance with the intent of the Congress. 
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I wish to lend my full support to the proposal to bring back to Congress its 
power to regulate our foreign commerce. This should be regarded as desirable 
no matter what one’s view might be on the question of protection or liberal 
trade policy. 

I am a firm believer in the proposition that the Congress should carry out its 
constitutional responsibility of determining policy in the areas set aside for it by 
our fundamental law. I do not believe in granting to the executive branch such 
powers as will enable it to crowd the Congress itself out of the field in which it 
has full constitutional power and responsibility to act according to its wisdom 
and its judgment. 

Let me sincerely add that I hope I may respectfully disagree with you without 
being disagreeable. I respect the right of the majority of this committee to 
approve the 5-year extension as written, but I sincerely request that you accord 
to me the sincerity of purpose, which I have as I oppose this bill, as I accord to 
you when you support it. 

My observation of the administration of the Trade Agreements Act during the 
time that I have been a Member of Congress leads me to conclude that it was a 
mistake to grant such broad powers to the executive branch as were contained in 
the Trade Agreements Act; or perhaps I should say that it was a mistake to dele- 
gate powers to the executive branch in words that could be interpreted by that 
branch as they have been and that could be used as they have been by the execu- 
tive branch, and more particularly by the State Department, to replace the 
Congress itself, in all but name, in the regulation of our foreign commerce. 

We have reached the point where the Congress is so hedged in by unwarranted 
international trade commitments made by the State Department that no matter 
which way we turn we collide with one or more of these commitments. 

No better example could be found than the experience of the textile industry. 
Here was a clear case where the exercise of its power to regulate foreign commerce 
confronted the Congress, either through direct legislation or through the normal 
procedures of agencies created by Congress for the specific purpose or through the 
application of administrative law. 

All these avenues to a remedy were found to be blocked in one way or another. 
The State Department had been there and had thrown roadblocks across these 
avenues in the form of international commitments. 

Import quotas could not be imposed without violating article XI of the General 
Agreement on Tariffs and Trade, better known as GATT. In that article, which 
is entitled “‘General Elimination of Quantitative Restrictions,” the State Depart- 
ment took it into its own hands to agree on the part of the United States neither to 
establish nor maintain import quotas. A few exceptions were made, most of 
them to accommodate other countries and to gain their adherence to GATT. 

The exceptions, however, are not the point. They, in any case, were to be 
purely transitory. What is in point and of the utmost seriousness is the fact that 
the State Department could believe itself to be authorized by the Trade Agree- 
ments Act to make such far-reaching commitments in any international agreement. 

The State Department in 1947, in negotiating and signing the General Agree- 
ment on Tariffs and Trade, presumed to speak for future Congresses, not only for 
the Congress then sitting, and pledged them not to use import quotas under their 
constitutional authority to regulate the foreign commerce of this country. A 
more presumptuous self-arrogation of power by the executive branch cannot 
possibly be imagined; but let us face this one and answer it. 

As matters stand the remedial legislation provided by Congress for the cor- 
rection of errors made in the reduction of duties by representatives of the State 
Department is all but paralyzed. The will of Congress has been made clear. 
Escape-clause legislation was passed in 1951. Several amendments were adopted 
in subsequent legislation to make clear the congressional intent. In 1955, the 
last time that trade-agreements legislation was before us, additional amendments 
were adopted, again to establish the intent of Congress. 

What is the cause of this intolerable situation? Our committees have held 
extensive and painstaking hearings each time the Trade Agreements Act was up 
for extension. The bills have been debated on the floor of the House and in the 
other body. We conscientiously performed the legislative function. The Presi- 
dent signed the bills into law. 

But we have seen our action come to naught. Had we not spoken at all, the 
void, so far as effect is concerned, could have been no deeper than it has been. 

There can no longer be any question about this. The State Department pays 
more heed to GATT, which is really its own creation, than it does to the Congress. 
It is eager to conform to GATT blandishments and ruling but bends itself un- 
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willingly and grudgingly to the will of Congress, and then only when its powers of 
evasion are baffled. 

When the textile industry was beset by ruinous import competition and no 
relief was in sight, the possibility of the escape clause and of section 22 of the 
Agricultural Adjustment Act as remedial measures were considered, no less than 
direct legislation. Section 22 action was blocked by the Secretary of Agriculture. 
Escape-clause action was dismissed by the Tariff Commission on the grounds that 
the action was too broad and should be segmented. This was done, and several 
cases relating to specific items such as velveteens, pillowcases, cotton blouses, 
ginghams, and so forth were brought before the Commission by the industry. 

One of these, velveteens, resulted in a unanimous recommendation by the 
Tariff Commission for an increase in the duty. 

In the meantime, however, the Departments of State and of Commerce began 
negotiating behind the scene with Japan for arrangement, not an agreement, by 
which Japan would impose voluntary quotas on the exports of cotton goods to 
this country. 

This arrangement, which was based on no legal or administrative procedure and 
which was negotiated in almost complete secrecy, without hearings of any kind 
and without minutes of the conferences held, pulled the rug out from under the 
Tariff Commission cases and collapsed them all. Thus was the regular order of 
the law’s application destroyed by the very department of the Government that 
is supposed to enforce it. 

Even the unanimous recommendation of the Tariff Commission on velveteens 
was unceremoniously set aside. In other words, the executive will had clearly 
superseded the will of Congress. The will of Congress, as expressed through its 
agency, the Tariff Commission, was blown aside as so much chaff when it came 
into conflict with the appeasement policy of the State Department. 

In my mind, the time has come in the course of the trade-agreements adminis- 
tration when Congress must either fish or decide from here on to be satisfied with 
cutting bait and leave the fishing to the executive branch. No longer is com- 
promise possible. Every day that Congress lets go by, merely watching the 
State Department do as it pleases with our trade, making pawns of our industries 
in its not always so brilliant diplomatic moves, the deeper will that Department 
become entrenched in the exercise of its usurped power. 

The time of further compromise is gone. Already the State Department, now 
abetted by the Commerce Department, has made such far-reaching international 
commitments that cut squarely across the field of congressional responsibility 
that, as I have already said, Congress is even now being ignored. 

Authority that belongs to Congress should be restored to it. This authority 
was given Congress by the Constitution for a good reason. We should exercise 
that authority as befits our responsibility. 

The recommendations of the Tariff Commission, having been so largely dis- 
regarded and lightly respected by the President, should henceforth be routed 
directly to the Congress as the bill provides. After all, Congress created the 
Tariff Commission as an agency to assist the Congress in regulating foreign com- 
merce and not as an agency to help the President conduct foreign policy. 

Since the escape clause has been in existence, the President has accepted only 
nine of the Commission’s recommendations. 

This is only about a third of the cases sent to him by the Commission. He has 
rejected six of their unanimous recommendations. ‘The cases approved by the 
President have generally been small ones, in terms of the amount of trade involved: 
for example, alsike clover seed, linen toweling, spring clothespins, hatters’ fur, 
dried figs, women’s fur felt hats within a limited value range and safety pins. 
The only two of much commercial significance have been bicycles and watches. 
In the case of lightweight bicycles, the President raised the duty only from 74% 
percent to 11% percent, which was much less than the Commission recommended, 
whereas the duty had been reduced from 30 percent under the trade-agreements 
program. 

The Tariff Commission itself has not been liberal in the finding of injury. Its 
own record shows a rejection of over half of the cases as not proving sufficient 
injury. So there is certainly no danger of the Commission’s running wild. 

Also, it would be noted that while the Tariff Commission has recommended 
the imposition of import quotas in three cases, on industrial products, the President 
has refused to impose quotas. Here the President has obviously taken his cue 
from GATT. 

In conclusion, I do not want my remarks to be considered completely on the 
negative side. I want to make two recommendations in the form of affirmative 
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action, which I feel is necessary to implement the existing provisions of the Re- 
ciprocal Trade Agreements Act presently in force. If these recommendations 
could be included in the bill approved by the House Ways and Means Committee 
I feel that the dangerous effects of the bill, particularly with the 5-year extension 
provision, could be minimized and could possibly be eliminated: 

(1) Congress should remove the authority that is now granted to the President 
to make adjustments in the rates of duty when a report is made to him by the 
Tariff Commission. 

(2) The recommendations of the Tariff Commission should instead be made to 
Congress: If within 60 days of the receipt of these recommendations neither of 
the two Houses of Congress shall have passed a resolution rejecting the recom- 
mendations, the rates of duty in the recommendations shall become effective. 

In my opinion, this, combined with legislation guiding the Tariff Commission 
and establishing standards for it to follow in determining import quotas and rates 
of duty and limitations of import, would return to Congress those powers granted 
to it by the Constitution of the United States of America. 

The CuarrMAN. Mr. Mason. 

Mr. Mason. I have just one statement. 

Each of the last three Presidents, Roosevelt, Truman, and Eisen- 
hower, have stated specifically and definitely that they would not 
permit the administration of this Reciprocal Trade Agreements Act 
to injure any American business. Under that assurance the majority 
of the Congress, and some of them against their own opinion, voted to 
extend these acts, and none of those three Presidents kept or lived up 
to his statement. 

For that reason, we hope that we can put in the law a provision 
which says the Congress shall have the last word. 

Mr. Frynt. Thank you, Mr. Mason. I could not agree with you 
more. 

Mr. Chairman, if I may, let me add this: I have spoken today pri- 
marily of the textile industry because, as I also stated, it is the one 
with which I am most familiar. However, we do have a modicum of 
textile-machinery manufacturers in my own district. We have also a 
modicum of electrical equipment manufacturing in my district and a 
great deal of it in my State. What I have said concerning the ex- 
pendability that some people seem to feel applies to the American 
textile industry, Mr. Chairman, in my opinion applies equally to the 
watchmaking industry, it applies to the*glass‘industry, it applies to 
the clay-products industry, it applies to the bicycle industry, it applies 
to the bicycle-tire industry, and it certainly applies to the plywood 
industry, and to the steel-wire industry. It applies to the tunafish 
processing industry, and, Mr. Chairman, if this thing goes into a 5- 
year extension period, it might equally apply to those things which we 
consider the bulwarks of heavy American industry, the automotive 
industry, the steel industry, and other industries which are considered 
heavy industry and thus far have been unaffected by this program. 

The Cuarrman. Thank you again, Mr. Flynt, for coming to the 
committee. 

Our next witness is our colleague from Ohio, the Honorable 

John E. Henderson. 

Mr. Henderson, what is the number of your district in Ohio? 

Mr. Henperson. The 15th District of Ohio. 

The CuarrMan. You are recognized, sir. 








RENEWAL OF TRADE AGREEMENTS ACT 2555 


STATEMENT OF REPRESENTATIVE JOHN E. HENDERSON, OF 
OHIO 


Mr. Henperson. Mr. Chairman and members of the Ways and 
Means Committee, I appreciate the courtesy you have accorded me 
this morning in hearing my remarks on this bill to extend the Recipro- 
cal Trade Agreements “Act for another 5 years. 

Asa preface to my statement, I would like to read a brief clipping 
from a newspaper I picked up on my way over here from my office. 
As I was leaving, the mailman came in with the Crooksville-Roseville 
Messenger of Crooksville, Ohio, dated Wednesday, March 19, 1958. 
This item struck my eye: 


The Crooksville China Co. quits business after 56 years here. 

After 56 years in business here the Crooksville China Co. is discontinuing the 
manufacture of dinnerware according to a statement made by Harry J. Bennet, 
president. 

“The company cannot continue to operate under existing conditions, principally 
because of Japanese and plastic competition,’’ Mr. Bennet said. 

The closing of this plant will bring the total to 10 plants which have closed 
within recent years, 6 in this area and 4 in California. All customers have been 
notified that matchings will be available until April 1. 


(The following material was submitted to the committee:) 


CONGRESS OF THE UNITED STATES, 
Washington, D, C., March 27, 1958. 
Hon. Witsur D. MILLs, 


Chairman, Ways and Means Committee, 
Washington, D. C. 


Dear Mr. CuarrMan: On March 21, it was my privilege to appear before the 
Ways and Means Committee to offer testimony in opposition to H. R. 10368 to 
extend the Reciprocal Trade Agreements Act for an additional 5 years. At that 
time I prefaced my remarks with a statement concerning the closing of another 
industrial institution in my congressional district as a direct result of import 
competition. I refer to the announcement by the nationally known Crooksville 
China Co., of Crooksville, Ohio, which has now ceased operations after 56 years 
of activity. 

I believe that the closing of the doors of this plant illustrates the remarks which 
I have made to the committee and so that you may better understand the feeling 
throughout southeastern Ohio which this announcement has generated, I am 
enclosing a copy of an editorial which appeared in the Morgan County Herald 
of MeConnelsville, Ohio, today. 

It is my hope that this editorial will afford you and your colleagues on the 
committee a better understanding of the interest and feelings of the people of 
southeastern Ohio with respect to the Reciprocal Trade Agreements Act. 

Respectfully, 
JoHn E. HENDERSON. 


CROOKSVILLE CHINA Co.—FREE TRADE CLosEs Down 


The Crooksville China Co. which has made dinnerware since 1902, has folded up. 
Announcement to this effect was made last week. A stockholders’ meeting has 
been called for April to wind up the business. 

For 56 years, this china company has been an economic stabilizing force in our 
sister village. Some 160 employees will now lose their jobs, The community 
will be minus one of its best sources of revenue and outside wealth and every prop- 
erty owner, every citizen of that area, as well as the stockholders and employees, 
will directly or indirectly, share in the loss. 

Company officials gave as the principal reasons for the closedown, competition 
from Japanese imports, and plastics. The latter competitor is a trade risk which 
must be assumed in any business venture. The Japanese imports are the result of 
free trade, internationalist policies, which build up foreign nations at American 
expense. No American potter can compete with a wage rate such as those which 
obtain in Japan, which are mere fractions of the American wage scale. Wages are 
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the principal cost of production in most industries. The American manufacturer 
can compete if the costs of production are anyway near equal. 

Personally, we are sick of national policies which give away American wealth 
by the billion. We are nauseated by the free-trade internationalists, interested in 
the well-being of every country other than our own. The free-traders tell us that, 
if the foreigner cannot sell his product here, he has no American dollars with which 
to buy from us. Just how closed-down factories can produce anything to sell, 
does not appear. How much dinnerware will the Crooksville China Co. have to 
sell abroad when the foreigner has the American dollars with which to buy? 

Net result of the incident at Crooksville: 160 American workers out of jobs; 
160 laborers drawing unemployment compensation at the general expense, instead 
of working and producing more wealth to be added to the national economy; more 
relief, more taxes, more foreign aid for the Hottentots and Fiji Islanders so they 
won’t become angry if Uncle “Sap” omits them from his giveaway list. Why they 
might even sue Uncle “Sap” for nonsupport. Heaven forbid. 

This Nation grew great and strong by exactly opposite policies from those pur- 
sued by the last three national administrations. It grew great by consistently 
following a policy of America for Americans. We did not grow rich by wasting 
our resources. We protected the home markets. How much more pounding 


can it take from the internationalists who place America, not first, but last, in 
every consideration? Of one thing we are proud. The Herald has been an Amer- 
ican paper since 1844. It will continue to be so under the present management, 
whether those who guide our destinies call themselves Democrats, Republicans, 
or God knows what. 

Mr. Chairman, this is the third time I have appeared before this 
committee to oppose measures which would, in my opinion, further 
weaken the economic fabric of seven counties of southeastern Ohio, 
the area which I have the honor to represent here, through the lower- 
ing of what tariff protection still remains for the domestic industry of 
this Nation. 

Three years ago, I expressed my opposition to the extension of the 
Reciprocal Trade Agreements Act. Later, I appeared here to urge 
the committee to withhold consideration of H. R. 5550, the bill which 
would have authorized United States membership in the Organiza- 
tion for Trade Cooperation. 

Since the initial enactment of the Reciprocal Trade Agreements 
Act, the 15th District of Ohio has suffered increasing economic hard- 
ship as a result of import competition. The combination of indus- 
tries upon which the livelihood of my district is so largely based makes 
the area a most unfortunate victim of the low-tariff policies. 

One after another, the established enterprises which have provided 
employment for entire communities have been placed upon a sacrificial 
altar as part of the ritual of a national trade policy which I believe to 
be basically unsound. This process has continued without interrup- 
tion as our Nation’s representatives have agreed to lower and lower 
tariffs in international conferences. 

I refer specifically to our domestic pottery, glass, ceramic tile, 
stainless steel flatware, coal, and oil. For the most part, these indus- 
tries have borne the basic blows in the tariff concessions which have 
been granted to the products of other nations with what appears to be 
a basic and continuing disregard for the position of such producers 
and their employees in our economic society. Unless and until some 
recognition of the realities of the reciprocal trade program is indicated 
by congressional and executive action and proper safeguards are pro- 
vided, support of this legislation would be unconscionable either in 
economic or social terms. 

Let me make it quite clear that I am not here to day to argue against 
foreign trade. No reasonable individual today can deny the economic 
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interdependence of the nations of the free world. I do say, however, 
that our foreign trade policy and the implementation of this policy 
have oversimplified the issue in visionary terms and, because of that 
visionary approach, the policy is harming the domestic economy of 
our Nation. 

What has been apparent in my district for almost two decades, 
namely, a violent collision between the ways of life of the United States 
and those of countries abroad, is continuing and increasing on a na- 
tional scale. Our consistent refusal to recognize this situation long 
ago and to meet it honestly is being expressed today in widespread 
domestic dissatisfaction over the invasion of our domestic markets by 
cheaply produced goods from aboard. 

Those of us who have opposed our trade policy have been dismissed 
in the past as “‘isolationists” and ‘economic neanderthals,” too pro- 
vincial to see the greater glories being achieved and too stubborn or 
narrowly selfish to accept with good grace the sacrifice of some 
domestic industries and the employment they provide for our people. 

A kind of informal code seems to have developed as a matter of 
Federal policy that some industries are negligible and expendable. 
This kind of reasoning, detached as it is from reality, has guided our 
economic policy into greater and greater economic concessions. 

The denial of the difficulties which exist will not correct the in- 
creasing dissatisfaction which is apparent today, nor can it have any 
result other than spreading the plight which southeastern Ohio com- 
munities know so well to more and larger regions of the country. 

I have explained that the 15th District of Ohio has been a kind of 
laboratory where the practical results of low-tariff policies may be 
seen and clearly understood. Briefly, your committee is aware of 
what has happened in the domestic coal industry and the frustrations 
which that industry has felt so sorely over the years as it has struggled 
against the importation of residual fuel oil. “The closed mines, the 
reduced workweek, the abandoned communities, seem to deny the 
fact that rich resources exist beneath the earth. My district can 
present a succession of such examples where the direct relationship 
with import policies can be shown. 

More recently, the small oil producers, of which there are many in 
southern Ohio, have been squeezed off from their markets by the 
increasing volume of imported petroleum. This situation has been 
the subject of much consternation in our mobilization planning since 
domestic oil production and the continuing exploration for new 
deposits of this resource are essential to our national defense. 

Time-consuming studies by the Office of Defense Mobilization and 
later by a Cabinet committee have come to the conclusion that our 
mobilization potential was being threatened by this development. 
Yet we are still seeking voluntary limitations of imports with what 
seems to be indifferent success several years after the problem was 
fully understood. 

The importation of stainless steel flatware has caused the erodin 
away of a good source of employment in my district. The Tari 
Commission has found that this domestic industry is being harmed 
by competition from abroad. Yet it is our announced policy to 
await the further developments which certainly seem logical enough 
to predict now. 
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The handmade glass industry, which has all but disappeared from 
the domestic scene, still exists in a last remaining vestige in the 15th 
District, a victim of the inroads of import competition. 

In few areas of the country is there such a concentration of ceramic 
tile, pottery, and china production as in southeastern Ohio. All of 
these firms are suffering economic distress to which there seems to be 
no solution other than to change our present trade policy, a policy 
which has been fashioned from the legislation your committee is con- 
sidering today. I should like to discuss briefly what is happening 
with respect to the earthen and china tableware industry on a nationa 
scale to illustrate my conclusions in this matter. 

In 1951, this industry employed approximately 20,000 persons. 
Today, the most reliable statistics I can obtain indicate this figure 
has been reduced by more than 50 percent to something less than 
10,000 employees. 

The average workweek in 1951 stood at 40 hours. Today, the 
average for the industry does not exceed 25 hours. Of the 20 com- 
panies which represent 85 percent of the industry’s production, earn- 
ings before taxes were $694,000. After taxes, earnings were $124,207. 
Total wages paid by the industry approximated $26 million. During 
this same period, imports of earthen dinnerware rose from 2,778,000 
dozen pieces in 1951 to 6,700,000 dozen in 1957. China dinnerware 
imports rose from 5,354,000 dozen to 8,400,000 dozen pieces in this 
6-year span. 

The principal country from which these imports come today is 
Japan, which has found in the American market a fertile outlet for its 
cheaply manufactured products. While our domestic firms paid their 
employees an average of $1.60 per hour in 1951 and $1.85 per hour in 
1958, the hourly wage in Japan for a worker possessing comparable 
skills is 31 cents. 

In this industry, where approximately 65 percent of the sales dollar 
is composed of labor costs, it seems virtually impossible for any 
reasonable expectation of competition to exist under these circum- 
stances. 

During the last 3 years, I am advised approximately one-third of 
the domestic producers have gone into bankruptcy or have ceased 
operations before they were greeted with such a prospect. Four of 
the largest producers in the industry have gone out of business within 
the past 3 months, and the news article which I have just read in- 
dicates that another one has gone down that road. 

The experience of this one segment of the pottery industry permits 
conclusions which I believe the committee should consider carefully. 
It is an excellent example of the standards of one nation in direct 
competition with those of another. First, free trade today or within 
the foreseeable future is as abstract as the concept of the ‘economic 
man” was in the nineteenth century. 

In my opinion, those who discuss the shining objectives of free 
trade are luxuriating in an intellectural vacuum. The arguments are 
advanced that if a product cannot compete favorably pricewise in the 
domestic market with like imported products, then, by the economic 
laws of nature, the producer must accept his fate and leave the market 
place. While this may be true for domestic producers competing 
with each other, and I am not entirely sure that it is, it is not seatoaite 
where imported products are concerned. 
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We have long since abandoned the philosophy of unrestricted com- 
petition in this country. We have indicated our belief in fair labor 
standards, minimum wages, child labor legislation, and a myriad of 
other controls which reflect the demand of the people for their own 
protection and the betterment of their lives. 

To a great extent, we are negating the expressed national aspirations 
of our own people by continuing to welcome competition in our own 
markets by goods produced under circumstances which, by law and 
the established morality of our own economy, would be impossible 
here. Any American producer who attempted to impose those condi- 
tions which would be necessary usually to meet import competition 
would be put out of business by the very Government, our Govern- 
ment, which now insists upon a trade policy which welcomes products 
produced under conditions unacceptable here, and I might add, under 
conditions which contribute to labor delinquency. This position is 
inconsistent, paradoxical, and morally indefensible. 

We also hear the argument repeated so often in the catechism of 
the supporters of the reciprocal-trade concept that the United States 
has been built upon the ability to advance technologically so as to 
maintain the superiority of its product and the greater productivity 
of its workers. 

Let us remember that part of the largesse we have showered upon 
countries abroad has included the most advanced designs of American 
production equipment. Through foreign aid, machinery of high 
quality has been furnished by the American taxpayer to nations which 
now return the production from this equipment in manufactured 
goods to compete in our domestic economy. 

It is ironic, Mr. Chairman, that so many of the same taxpayers 
who have contributed the funds to support foreign aid are now called 
upon to collect unemployment compensation and to witness the loss 
of a lifetime of financial investment because of our policy of generosity 
abroad. 

Lastly, we are told that the international security of the United 
States demands a continuing sacrifice of our domestic industry; that 
the hard choice leaves no alternative and that we cannot tolerate the 
kind of “subsidy’’ which tariff protection involves. That our inter- 
national situation is perilous, no reasonable person can deny. 

However, the basis for whatever real deterrents exist against the 
grand designs of the Soviet Union are anchored in the economy of the 
United States, and I believe anchored in all of the interrelated seg- 
ments of our economy. We have assumed that the Nation’s economy 
is an indestructible bulwark and we have fashioned and pursued 
policies based upon this false premise. 

It is perhaps normal for our Department of State to insist that our 
viewpoints be motivated by international considerations even to the 
exclusion of domestic interests. But the State Department should 
be but one voice in the councils of our Government. 

Unfortunately, I think it is the only voice which is being heard con- 
sistently and articulately today. It is long past time that we con- 
sider all of the aspects of our trade policy and what our refusal to deal 
with the problems it has brought has meant to our people, not only 
the graphic hardship which can be seen in southeastern Ohio, but the 
growing distress which is becoming more obvious in every part of the 
United States. 
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Some years ago, token recognition was written into the reciprocal- 
trade legislation to assist industries suffering serious damage from 
import competition. Experience has shown that, in its application, 
as has been pointed out to this committee so many times, the con- 
cept of the peril point has been virtually useless. It has brought 
hope and pious promises. 

owever, hope has turned to disillusion in industry after industry 
which have sought refuge and protection in this provision. If the 
legislation now before the committee is approved and passed without 
extensive revision, it is certain that the decimation of American 
industries already under economic attack will continue and inroads 
will be made in industrial spheres not yet affected. 

To me the enactment of this bill without amendment involves that 
calculated admission. It is an admission I refuse to make and it is 
my hope that my feelings are widely shared by the members of this 
committee and by other colleagues here. 

Legislation has been introduced by Representative Richard Simpson 
of your committee which would place in proper focus the issue of 
needed tariff protection. I have joined Mr. Simpson, as have count- 
less other members, in sponsoring this legislation. Basically, this 
legislation would change the procedure which exists today and return 
to the Congress many of the powers in tariff questions which it has 
delegated to the executive branch. 

It is my most earnest hope that this great committee will carefully 
consider the issues at stake here and I urge that safeguards and 
appropriate and meaningful protection of our domestic interests be 
incorporated into the final version of the legislation which is reported 
out for consideration. 

Thank you very much, Mr. Chairman. 

The CuarrMan. Mr. Henderson, we thank you, sir, for coming 
to the committee and giving us the benefit of your thinking with 
respect to this subject. 

Mr. Jenkins. Mr. Chairman? 

The Cuarrman. Yes, Mr. Jenkins. 

Mr. Jenxins. I have the honor of representing the district which 
adjoins the district Mr. Henderson represents and, of course, we find 
the same situation in our district. 

I would like to ask, Mr. Henderson, with what success have you 
been able to proceed in your efforts? Are your prospects better in 
improving on the inroads? 

r. Henperson. Mr. Jenkins, frankly, I think in this connection 
they are getting worse until we can get some changes made in the 
legislation which will bring the responsibility back to where it should 
be here in Congress. 

Mr. Jenkins. It has been my notion, too, that it is getting worse 
but I have never had the chance to make a count. 

Have you had a chance to do that? 

Mr. Henverson. Yes; I think I include some figures in my re- 
marks here as to the fact that there are about half the number of 
people employed today in the pottery industry, for instance, as were 
employed in 1951. That is a tremendous decimation of that industry. 

Mr. Jenkins. You know as well as I do and better as far as I am 
concerned that, in that whole territory there, there are 8 or 10 counties 
suffering. Have any suffered worse than others? 
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Mr. Henperson. I believe none has been favored and none has 
been spared, Mr. Jenkins. 

Mr. Jenkins. In other words, it would seem that the most pros- 
perous were those who had the best equipment and consequently 
they suffered the most. 

Mr. Henperson. The thing that is unique about the pottery 
industry is the fact that such a high cost of that industry is in labor 
and therefore there is no exception that can be gained by mechaniza- 
tion, that can be gained by mass production, because it is a process 
that involves the use of the human mind, the human hand, and the 
human application and therefore it cannot meet the competition that 
comes from cheap-labor countries. 

Mr. Jenkins. How has it affected the glass production, if you 
know? 

Mr. Henperson. The production of handmade glass is rapidly 
becoming a lost art in America, again because of the factor of human 
labor with which we cannot compete with low-cost labor countries. 

Mr. Jenkins. You know that one of the biggest glass-producing 
plants in the world is located in an area close to your district and in 
my district. 

Mr. Henperson. That is right, sir. 

Mr. Jenkins. I think that glass company has been able to effec- 
tively carry on its business since it has adopted other tactics than the 
ones practiced originally. 

Mr. Henperson. Mr. Jenkins, some of those factories have gone 
into the jelly-glass manufacture and bottle manufacture but have 
left. the field of the fine, handmade, hand-etched beautiful ware that 
once America was so well known for. 

Mr. Jenkins. I am afraid that that is true. I am sorry that it 
is true. 

That is all, Mr. Chairman. 

The CHarrMan. Mr. Simpson will inquire. 

Mr. Stmpson. Mr. Chairman. 

I am quite pleased, Mr. Henderson, that you saw fit to come to 
this committee. As you stated, you have appeared before us on 
other occasions and have always made a fine contribution to the 
committee as you represent your district and the industries that are 
adversely affected by the operation of the Reciprocal Trade Agree- 
ments Act. I agree with your hopes that the committee will carefully 
consider your recommendations and I have a personal desire that they 
may amend the law to provide, as you suggested, protection for these 
worthwhile industries. 

Thank you. 

The CHarrmMan. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I simply want to add my congratula- 
tions and compliments to the gentleman for a very fine statement 
and to point up the emphasis that you make on page 5: ‘‘We have 
long since abandoned the philosophy of unrestricted competition in 
this country,” and you go on and point out that we impose these 
social burdens but very desirable burden on our own industry. I 
think you state it very well when you say, “This position is incon- 
sistent, paradoxical, and morally indefensible.” 

Let me say that not only is it that but it defeats one of the very 
purposes of the Reciprocal Trade Agreements Act which is supposed 
to combat communism by building these economies abroad. 
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Mr. Henperson. That is very true, Mr. Curtis. 

The CuarrMan. Thank you for coming to the committee. 

The Chair observes that Senator Mike Monroney of Oklahoma 1s 
in the room. 

Without objection, the Chair will recognize the Senator from 
Oklahoma next. 


STATEMENT OF SENATOR A. S. MIKE MONRONEY, OF OKLAHOMA 


Senator Monroney. Thank you very much, Mr. Chairman and 
members of the Ways and Means Committee. 

I would like to proceed very briefly and ask unanimous consent 
that I may extend my remarks in the record as though they were 
given in person. 

The CHarrMan. Without objection you may have that privilege. 

Let me just say that we are pleased to have you back on the House 
side even if it is temporarily. We quite well recall the many years 
of service you rendered here in the House. 

We are glad to have you with us. 

Senator Monroney. Thank you, Mr. Chairman. 

The fellowship one enjoys and friendships that one makes as a 
member of this great body endure for a lifetime. One is very lone- 
some for old friends. The hundred yards that separate the House 
and the Senate seems like a chasm that is so hard to span with the 
schedules that you have and we have in the other body. It is great 
to be back. 

Thank you very much for letting me appear here today. I asked to 
appear because I have a deep concern over the unwise or negligent 
administration of programs which the Congress has enacted for the 
protection of America’s basic mineral resources. These tools were 
designed to protect America’s defense potential. Failure to use them 
is destroying our capacity for production of key minerals and pyra- 
miding unemployment throughout the midcontinent area. 

I speak particularly of oil, lead, and zine because these are the 
products of my State with which I am familiar. Adequate means 
have been given to the President to protect the domestic supply of 
these minerals. They have not been used. Consequently, we now 
find ourselves competing with imports from giant American firms 
abroad. ‘These firms are using American financi ing, American techni- 
cal know-how, American machinery to develop deeper oil sands and 
mine richer ore veins than we have in this country. We could per- 
haps compete against the development of these richer sources by less 
technically skilled nations, but we cannot compete against ourselves. 
This is particularly true when the equipment being used abroad is 
more modern than that which we have in this country. The American 
plant has been allowed to become obsolete as the American industrial 
giants have increased their investment abroad in search of higher 
profits. 

Imports depress the domestic price, and, for the want of a few cents 
higher price for lead and zinc in the market place, we are seeing an 
increasing amount of unemployment and the deterioration of the retail 
and wholesale businesses that these payrolls once supported. 
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Unless production is resumed soon in the lead and zine mines of the 
tristate area, they will have to be abandoned. Once they are aban- 
doned we lose forever irreplaceable resources worth hundreds of mil- 
lions of dollars. Unless these mines are pumped and kept free of 
water, lodes will disintegrate, the mine workings will cave in and 
deteriorate, and we never will be able to recapture the production lost 
because of the folly of this administration. 

Imports of oil are also seriously damaging domestic producing 
capacity. The statistical story of the tragedy that has stricken the 
once prosperous oil industry of the midcontinent area is-told in this 
story in the New York Times of March 12, 1958: 

The Nation’s known reserves of crude oil declined last year for the first time 
since 1943, according to a report of the American Petroleum Institute and the 
American Gas Association. 

At the year-end proved reserves of oil amounted to 30,300,405,000 barrels, 
down 134,244,000 from the peak of 30,434,649,000 on December 31, 1956. 

Reserves of natural gas liquids were 5,687,360,000 barrels, down 214,972,000. 
Total reserves of crude oil and natural gas liquids were 35,987,765,000 barrels, 
down 349,216,000 from the 36,336,981 on December 31, 1956. 

If the present trend of an increasing ratio of imports of petroleum 
from the Middle East continues, I fear that the Government will be 
responsible for destroying a vital segment of our oil production 
facilities for war and peace. 

The Reciprocal Trade Act of 1954 empowers the President to fix 
quotas on the importation of oil. However, because of the failure of 
the administration to utilize this authority, the flood of oil from the 
Middle East has continued to increase. I am not asking that impor- 
tation of oil be stopped, but that it be held to a reasonable percentage 
of our total petroleum usage each year. At the time the Reciprocal 
Trade Act of 1954 was passed, oil imports amounted to approximately 
10 percent of the total domestic consumption of oil. It was not in 
tended that the quota be used to stop imports completely, but merely 
to hold the proportion of imports within reason. The failure of the 
administration to take effective action has permitted this proportion 
to increase until it now ranges between 15 and 17 percent of total 
consumption. 

Exploration for oil is not carried on just by the huge companies. 
It is conducted largely by small firms using borrowed money to take 
long chances in the | hope that luck and science will help them find new 
pools of oil to add to nature’s stockpile of this most valuable strategic 
material. They must sell the oil if they are to drill more wells. 

Due to the failure to enforce any ground rules as to the proportion 
of the domestic market to be allocated for foreign oil, the search for 
petroleum in America has slackened. As fewer new oil wells have been 
drilled, unemployment has grown, small business has suffered, and tax 
revenues to the Federal, State, and local governments of the mid- 
continent area have decreased. 

Further than this, the complex of refineries that once furnished em- 
ployment and an opportunity for small business in the midcontinent 
area is being rapidly liquidated. They are being relocated with more 
modern equipment in the Delaware River V alley and great Virginia 
tidewater ports, to receive the foreign oil produced by the giant oil 
combines in the Middle East and brought to our eastern seaboard for 
refining. Thus this policy—or rather lack of policy—threatens to 
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destroy not only the independent producer but also the small mid- 
western refiner. 

The few major oil companies operating in the Middle East can pro- 
duce oil for about 38 cents per barrel, delivered to the United States. 
The cost in the United States, it is fairly well agreed, ranges from 
$2.50 to $2.75 per barrel. This low cost is partly the result of the great 
thickness of the Middle Eastern oil sand, where one well per square 
mile produces a tremendous amount of oil. Part of this cost spread is 
accounted for in the differing cost of labor. And a substantial part of 
the difference is represented by the taxes which go into the cost of the 
domestically produced barrel of oil. The domestic producer pays 
taxes for support of city, county, State, and Federal Governments— 
income taxes, gross production taxes, payroll taxes, social security, 
county and city school levies. The major companies import oil which 
is practically free on all of these taxes. 

he 50 percent of the oil produced which represents the partnership 
share of the King of Saudi Arabia is now classed as ‘‘taxes.”” This 
is @ misnomer to the ultimate degree and provides a windfall profit 
by allowing the importing oil companies to completely avoid United 
States taxes. 

While the major companies who have made their money in the 
midcontinent area invest it in the Middle East, bring their oil across 
the ocean and refine it in refineries on the Delaware River and Hamp- 
ton Roads, we become more dependent on the sources. Let me remind 
this distinguished committee that we nearly lost a war because of the 
interruption of our supplies of oil carried by tankers up the east coast. 
It was the old-fashioned German submarine that almost cut that 
lifeline and forced us to build the Big Inch and Little Inch pipelines 
to take these essential supplies across the continent. 

I trust that this committee will provide some reasonable quota and 
by law provide that a certain percent of the domestic market and no 
more will be reserved for imported oil. If it is fair, and I believe it is, 
to prorate the oilfields of America, then I feel it is fair to extend the 
idea to these giant oil combines who own concessions in the Middle 
East. 

Thank you very much, Mr. Chairman. 

The CuHatrMan. Thank you very much, Senator Monroney, for 
coming to the committee and discussing these problems with us. 

Mr. Jenkins? 

Mr. Jenkins. I am very much interested in what you had to say. 
I would be glad if you would develop a point. 

What is the effect on the man who wants to work? 

Senator Monroney. It is pyramiding unemployment. I was home 
last week and even from January until March the condition had 
deteriorated to the point that normally prosperous Tulsa, Oklahoma, 
was having record-breaking lines of the unemployed. Those that 
were still employed were on short hours and receiving only half a 
paycheck. Retail sales were down. The whole economy is falling 
and, worse than that, we are abandoning mineral resources that we 
can never regain if they are left in the ground. 

I saw firsthand the tragedy of these policies. Not only were 
thousands of men idle and searching for work who were formerly 
profitably employed in skilled capacity on drilling crews, but I also 
saw the secondary results of this disastrous policy. The large and 
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once prosperous oil well supplying industry, the basis of our industrial 

roduction in Oklahoma, has been struck a shattering blow by oil 
imports. Hundreds of men who have been laid off in industrial 
plants were searching desperately for work which was not available. 
Others, including those with highly specialized skills in manufacturing 
and production of oilfield machinery who have been employed have 
had their workweek cut 20 to 30 hours even in the most prosperous 
companies. 

These are the human elements involved in the tragedy of the 
administration’s misguided policy that will destroy our ability to have 
an adequate supply of petroleum that we can reach and use in peace 
or war. 

Thank you very much, Mr. Jenkins for the courtesy of that question. 

The CuarrMan. Thank you, Senator. 

Senator Monrongey. Thank you again and I deeply apprelates 
your help. 

The Cuarrmarn, Our next witness is Mr. Peter C. Reilly. 

Mr. Reilly, will you identify yourself for the record by giving us 
your name, address, and capacity in which you appear? 


STATEMENT OF PETER C. REILLY, VICE PRESIDENT AND TREAS- 
URER, REPUBLIC CREOSOTING CO., INDIANAPOLIS, IND. 


Mr. Remy. My name is Peter C. Reilly. I am the vice president 
and treasurer of Republic Creosoting Co. and its wholly owned sub- 
sidiary located in Indianapolis, Ind. 

Mr. Curtis. Mr. Chairman. 

The CuarrMan. Mr. Curtis. 

Mr. Curtis. I at this time want to call my colleague’s attention to 
Mr. Reilly’s appearance and state that he is a very close friend of our 
colleague, Congressman Brownson of Indianapolis, and enjoys a 
splendid reputation in that community and is a man who has had con- 
siderable experience in the industry of our country. 

I want to also thank the chairman for giving Mr. Reilly the oppor- 
tunity to appear even though his application was received late. 

I understand that Mr. Reilly is going to submit his statement for 
the record but I trust that my colleagues will read his statement as 
it is well worth while. 

The CHarrMan. We certainly will. 

Without objection your statement will appear in the record in full. 

Mr. Rery. Thank you. 

The CuarrMan. If you want you may take the 3 minutes that we 
have allotted to you, sir. 

Mr. Rettiy. The statement that I prepared presents quite briefly, 
one, our opinion that the Trade Agreements Act does not bring to the 
United States and foreign producers equal opportunities in the Amer- 
ican and world markets; two, it sets forth the experience of our 
companies in a free domestic market, one in which mene products 
compete free of duty; and, three, our suggestion for a fair and we 
believe a most reasonable solution. 

The CuarrMan. All right, sir. 

We thank you, Mr. Reilly, for coming to the committee and giving 
us the benefit of your thinking. 
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(The complete statement follows:) 


STATEMENT OF PETER C. REILLY, VICE PRESIDENT AND TREASURER OF REPUBLIC 
CrEeosoTiInec Co. anp Rermity Tar & CHEmiIcAL Corp., on H. R. 10368 


My name is Peter C. Reilly, vice president and treasurer of Republic Creosoting 
Co. and its wholly owned subsidiary, the Reilly Tar & Chemical Corp., producers 
of coal tar products. These products, unknown to most people, are nonetheless a 
vital part of the American economy, particularly in the event of a war. 

Basically, we are in accord with the idea that the United States producers and 
foreign producers should have equal opportunities in the world markets, domestic 
and foreign; however, we believe the proposed extension of the Trade Agreements 
Act does not achieve this end. 

There are many facets to the tariff problem; knowledge of our experiences, and 
our suggestions stemming from our experiences, should be helpful to you in the 
solution of this problem. 

The Republie Creosoting Co. was established in 1905 for the express purpose of 
preserving wood by pressure treating with creosote oil which the company pro- 
duced by distilling coal tar. Through the years, there has been a shift in emphasis, 
and the distilling of tar and the refining of its components is our primary purpose. 

Originally, coal tar was obtained from gas companies whose prime function was 
the making of gas from coal and to whom the moving of tar was a disposal problem; 
thus, the cost of tar was cheap, often little more than the transportation cost. 
This source of tar has practically vanished, reduced first by the introduction of 
oil-gas sets and then by natural gas. Now we obtain our coal tar from steel 
companies but on a different cost basis for they can burn tar; thus, in most 
instances the price of fuel oil establishes the minimum price of coal tar. 

Essentially, our operation is similar to the boiling of water. We place coal tar 
in a still, heat it to drive off a portion as vapor which vapor is condensed. This 
condensate, which contains many different chemicals, is creosote oil. The resi- 
dual material; that is, the material remaining in the still, is coal tar pitch. 

Of the numerous chemicals in creosote oil, the most plentiful are naphthalene, 
eresylic acids, and pyridine bases. Up to the time of the Second World War, 
we left most of these chemicals in the creosote oil, it being unprofitable to recover 
them. However, with the advent of war, they were critically needed, and the 
supplies were strictly allocated. To assure the country of adequate supplies in 
case of another emergency, our company and others were granted certificates of 
necessity for expanding our recovery facilities for the production of naphthalene, 
and we were given a certificate of necessity to construct a plant for the production, 
by synthesis, of pyridine and its related pyridine bases. 

Pyridine is used in connection with the waterproofing of fabrics—mostly mili- 
tary, in the production of medicinals such as antihistamines and sulphapyridine, 
rubber chemicals, other miscellaneous chemicals, and as a solvent. Alpha picoline, 
one of the related pyridines, is used in the manufacture of 2-vinylpyridine from 
which a synthetic latex is made which is needed to bind nvlon cords to synthetic 
rubber in tires, the tires being used on airplanes, automobiles, heavy-duty equip- 
ment, and military vehicles. 

At the same time we produce pyridine and alpha picoline, we produced beta 
picoline and gamma picoline, the beta picoline being used for the production of 
niacin, one of the B vitamins, the gamma picoline being used in the production 
of isonicotinic acid hydrazide, the tuberculosis drug, and 4-vinylpyridine, a product 
with properties similar to 2-vinylpyridine. 

The demand for creosote oil, partially due to the plight of the railroads, is 
diminishing so it is imperative that, to balance our operations, we extract from 
the creosote the naphthalene and cresylic acids. 

Pitch is used for a number of applications, the most familiar being in roofing— 
during the war, it was used on ammunition igloos, flat roofs, ete. However, 
probably the most important use of pitch is as a binder or adhesive in the manu- 
facture of electrodes without which aluminum would not be produced in present 
facilities in this country. 

My purpose in asking to appear before you is to relate our experience as related 
to competition with foreign producers. The picture I want to present is this: 
Our company and our industry have been operating with virtually no protection 
from tariffs. During the 1930’s with foreign materials controlling the prices of 
cresylic acids, naphthalene, and pyridine bases, we made no effort to increase our 
facilities for recovering and refining these products. However, with the advent 
of the Second War, we altered our facilities and changed our operating procedures 
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in order to produce naphthalene, cresylic acids, and pyridine bases needed for the 
war effort. The issuance of certificates of necessity indicates the Government 
believes these expanded facilities should remain operative. 

Since the end of the Second War, the productive capacity not only for coal tar 
products, but other products in this country and foreign countries, has been 
directed toward (1) the rebuilding of plant equipment, housing, and other facili- 
ties destroyed during the war and (2) the satisfying of pentup demands which 
were unsatisfied during that period. Our exports exceeded our imports, not, as 
many feel, because of our tariffs but, rather, because foreign producers found it 
more profitable to sell in markets other than ours. Now, as at the end of the 
decade following the First World War, with the rebuilding largely completed and 
the pentup demands largely satisfied, production will be directed almost entirely 
toward the satisfying of current demands, but with excess capacity in this and 
foreign countries in terms of current demands. 

With these changed conditions, I think you will find that regardless of the 
present tariff, or even with the tariff that was in effect in 1934, many products 
will be offered in this country from abroad in volume for the first time since 1939. 
To state it another way, it is not the tariff or the lack of a tariff which has caused 
the alleged imbalance in trade with the value of exports exceeding the value of 
imports. A case in point is the products we produce. When business was good 
in this country and abroad from the end of the Second War through mid-1949, 
foreign producers were offering naphthalene and cresylie acids in this market at 
prices which were considerably above the domestic prices. With the business 
slowdown that preceded the Korean conflict, their prices dropped well below the 
domestic prices, and large volumes were offered and supplied in this country at 
the lower prices, replacing, of course, products of domestic manufacture. This 
is well illustrated by the statement made in connection with the issuance of 
Price Order SR-13 by the Office of Price Stabilization, which reads in part: “* * *, 
the prices of coal chemicals are relatively low in relation both to the prime cost 
factor, coal, and to the price level in general. This relationship was accentuated 
by developments in 1949 and early 1950 which tended to reduce or hold down 
prices of these commodities.’’ The statement, of course, refers to the situation 
created by the imports. 

With the end of the Korean incident and with business abroad improved, less 
materials from abroad were offered in this market, and prices of our products 
more nearly reflected labor, raw material, depreciation, taxes, and other items 
of cost. Now there has been a change, and foreign products are again being 
offered at unjustifiably low prices which, if continued, will close down a major 
portion of the facilities erected at the Government’s request. 

Gentlemen, to be more specific, we are currently faced with a major rebuilding 
problem at our Chicago plant. Our facilities for extracting and refining cresylic 
acids must be rebuilt, as should our facilities for the manufacture of naphthalene 
and electrode binder pitch. Properly done, this will require an expenditure in 
excess of $500,000. With the St. Lawrence seaway nearing completion and 
foreign prices down, and with specification naphthalene, which we sell for $0.07 
per pound at a nominal margin of profit, being offered delivered to east coast 
ports for less than $0.04 per pound, would any of you—as prudent investors— 
invest in this rebuilding? I think not. As treasurer of our companies, can I, 
in light of the present outlook for our products, recommend these expenditures? 
I think not. Rather, it seems to me that present conditions point toward recom- 
mending the conversion of our Chicago plant to a terminal for handling imports, 
the making of long-term contracts with foreign producers, and the investment 
of the remaining funds in a foreign operation. Gentlemen, the problem is real— 
Shall we maintain production facilities for products needed in this country, espe- 
cially in times of war—or shall we abandon them? 

After receiving the certificate of necessity for our synthetic pyridine plant, we 
tried to finance it by a loan from insurance companies. They didn’t look at the 
specific unit and the products that would be produced in it but looked, rather, 
at the overall outlook of our industry—they refused the loan. 

We feel this matter of reduction in tariffs is not being looked at realistically. 
We feel it is in error to assume the reason that more goods have not been shipped 
into this country during the last decade has been because of our tariff; the main 
reason, we feel, has been the fact that the goods were required in other countries 
to satisfy their demands and at a better return than if sold in the United States. 
The present attitude of our Government, as we interpret it, is that, since the United 
States represents perhaps the largest market of products in the world, all should 
be given an equal chance to participate in this market. With this we agree, 
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particularly if our Government means the United States producers should be 
given equal opportunity to participate in the market with foreign producers— 
by equal opportunity, we mean being able to do business at a reasonable profit 
while paying going rates of wages. 

With the threat to our products that is posed by shipments from the Iron 
Curtain countries where prices have no relationship to costs, some method of 
control needs to be imposed, particularly on those products now carrying no duty. 

Looking at the problem from another angle, how can wage standards be main- 
tained in this country without a tariff to equalize differences in wage rates, 
productivity, and taxes? Basically, although so basic as to be recognized only 
by a few, products consist of materials obtained from the earth or atmosphere 
fashioned by labor. Thus, the rewards given labor, if different in one locale 
than another, bring a variance in cost. To equalize the difference that now 
exists between the rewards given in this country and foreign countries, proper 
tariffs should be established and maintained. 

Our recommendation is that tariffs generally, but at least as they apply to our 
products and those related to them, be enacted which, being variable in the 
rates and application, would equalize the imported price—taking into considera- 
tion all allowances, rebates, discounts, and so forth—with the lowest price at which 
a product, similar in quantity and quality, is being offered by a domestic manu- 
facturer, whether for use in this country or for shipment to a foreign nation. 

If foreign producers offered their products at prices equal to those of the 
domestic producer, the foreign products would enter free of duty; if their prices 
fell below domestic prices, the tariff would then operate and bring about an 
equalization. 

We understand the complexity of the problem confronting Congress; however, 
certainly some legislation needs to be enacted to protect products made in this 
country, particularly those which now are on the duty-free list, from the inroads 
of products produced abroad if and when offered at low prices. 

Let’s give the foreign producers equality of opportunity, but not an advantage, 
in our markets. This, we believe, is a fair—and most reasonable—solution. 

We wish to thank you for the opportunity to present this viewpoint to you. 


The CuatrMan. Without objection the committee will recess until 
1:30. 
(Whereupon, at 12:15 p. m., a recess was taken until 1:30 p. m., 
this same day.) 
AFTERNOON SESSION 


The CuarrMan. The committee will please come to order. 
Our next witness is Mr. Paul Mickey on behalf of the American 
Watchmakers Association. 


STATEMENT OF PAUL MICKEY, WASHINGTON, D. C., IN BEHALF 
OF AMERICAN WATCH MANUFACTURERS ASSOCIATION 


Mr. Mickey. Thank you, Mr. Chairman. 

My name is Paul Mickey. I am vice president of the American 
Watch Manufacturers Association. I appear today to give the com- 
mittee the benefit of our views on the proposed extension of the Trade 
Agreements Act, based upon our experience. 

fay I say, Mr. Chairman, that Mr. Arthur Sinkler, who is the 
president of the American Watch Manufacturers Association, and 
president of the Hamilton Watch Co. was scheduled to appear. Due 
to the snowstorm, he was unable to get out of his own home. The 
powerlines were down and the airplane transportation was canceled. 

The Cuarrman. You will make a very worthy substitute for him, 
I am sure, M. Mickey. I am glad to recognize you in lieu of Mr. 
Sinkler for the 20 minutes allotted to him. 

On March 14, the Office of Defense Mobilization advised the three 
remaining American jeweled watch companies that the jeweled watch 
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industry is not considered a necessary part of the mobilization base for 
either military or essential civilian purposes, and, that therefore, there 
is no reason to believe that the level of imports of horological products 
threatens to impair the national security. 

This finding concludes over 10 years of effort by the jeweled watch 
industry to obtain from the United States Government some action 
under the so-called safeguard provisions of the Trade Agreements 
Act to place domestic production of jeweled watch movements on a 
sound and healthy basis. 

Throughout this effort the domestic companies have sought to make 
it clear, and I say once again, that the issue which was before the 
Government was whether the United States should have facilities for 
domestic production of watch movements, not whether the watch 
companies, as such, should survive and prosper. 

Economically speaking, the domestic companies are perfectly 
capable of handling their own affairs. Technically, the aie 
industry is quite self-sufficient, as is evidenced by the fact that the 
Hamilton Watch Co. has been the first of all the watch companies in 
the world to develop and produce the long-awaited electric wristwatch. 
Nevertheless, as we have pointed out repeatedly, it is more profitable 
to sell imported watches than watches made with American labor, 
because the American wage rate is about three times the Swiss rate, and 
watch movements have a very high labor content. The domestic 
manufacturers can more profitably sell watches with imported move- 
ments. Moreover, they can and eats diversified their factory opera- 
tions to include some other lines of manufacture. 

Therefore, the only question was whether this Nation should be 
without a sound horological industry and whether the watch workers 
in our jeweled watch oa be allowed to see their jobs and skills 
transferred from the United States to foreign countries. 

The responsibility for the national defense considerations in this 
field, which we have felt so strongly, and which we have carried so 
long ourselves, has, through the recent ODM decision, been assumed 
by the Government. 

We know that the ODM decision was wrong; in our opinion it is 
directly contrary to the facts, to the intent of the Congress, and to 
the interests of the Nation. But, after 2 years of study, the decision 
has been made. The three domestic companies will now, therefore, 
devote their total effort toward trying to look after the welfare of their 
remaining employees and the welfare of their shareholders with the 
hope that the occasion will not arise when the importance of having 
an industry of adequate size may again be put to the test as it was 
during World War II and during Korea. 

The past efforts of our industry to preserve domestic manufacture, 
including two escape clause proceedings and the recent proceeding 
under section 7, have received wide attention and publicity within the 
Government and in the press, largely because of the highly-organized 
and well-financed opposition of the Swiss watch cartel and the 
importers of Swiss watches. The watch case has been referred to on 
all sides as a test of American trade policy. For this reason, we think 
it only proper that we should give this committee the benefit of our 
views on the so-called safeguard provisions of the legislation now 
before it. I do not think any domestic industry is better qualified to 
evaluate those provisions on the basis of experience. 
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In doing this, it is not my purpose to review our own situation. All 
the facts and figures have been furnished to the Tariff Commission, 
to ODM, and to the State, Commerce, Labor and Treasury Depart- 
ments. We will, of course, furnish the committee any information it 
might desire. But our objective now is only to give the committee our 
appraisal of the efficacy of the safeguard provisions. 

By this time, it should be quite apparent to all that, in general, 
these so-called safeguard provisions are largely a delusion. 

When the Trade Agreements Act was originally presented to Con- 
gress in 1934, and on every subsequent occasion that the administra- 
tion has asked Congress for a renewal or extension, assurances were 
placed on the record by the sponsoring administrative officials that the 
act contained adequate safeguards and that it would not be adminis- 
tered to the detriment of American industry. 

I might say, Mr. Chairman, that there have been a number of wit- 
nesses who preceded me today who have observed that fact. Such 
assurances have been renewed in connection with the request for ex- 
tension now before this committee. From time to time, Congress 
has undertaken to strengthen the so-called safeguard provisions be- 
cause it was not satisfied with the manner in which the former provi- 
sions were being administered. The addition of section 7 is the most 
recent example. 

But despite this record of statements by the executive branch and 
legislative action by Congress, the executive branch of the Govern- 
ment, and I do not include the Tariff Commission, has from the very 
beginning set its hand to prevent any application of these provisions 
which it could find any excuse to avoid, and it has not mattered in this 
respect whether the administration was in the hands of one political 
party or the other. 

The principal cause for this situation factor has been the single- 
minded and unyielding determination of the Department of State 
to promote purchases of foreign goods at any cost. The power and 
influence of this Department has been such that not only has it con- 
tinued with impunity to circumvent the law, but it has gradually 
instilled its uncompromising attitude into the other departments of the 
Government, particularly at intermediate and working levels, so that 
those required to formulate the various departmental recommenda- 
tions with respect to an escape clause proceeding or a proceeding under 
section 7 are, from the outset, strongly predisposed toward a negative 
decision. 

This is all the more serious because the predisposition is not neces- 
sarily a conscious one, but is often an inherent prejudice that has been 
developed by propaganda against those who seek to preserve domestic 
activities, all of whom, whatever their motives and whatever the va- 
lidity of their positions, are derided as ‘‘protectionists,’’ while the 
importers are referred to as the exponents of ‘free competition.” 

The Department of Commerce, which once could be counted upon 
to provide a balanced viewpoint through the interplay of its foreign 
commerce and domestic commerce branches, has been reduced to a 
position of impotence and the Secretary of Commerce now has assumed 
the role of the leading exponent of our Trade Agreements program’ 

The recommendations of the Department of Defense, which should 
give prevailing weight to considerations of national security, are 
shaped to a large extent by general predilections concerning trade 
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policy. This situation is aptly noted by an independent engineering 
expert employed by ODM in its recent investigation of the watch 
industry under section 7. In his report to ODM he said, and I 
quote: 

The section makes no mention of economies, foreign relations, international 
friendships, trade balances, or any of the other facets of foreign or domestic 
manufacture of physical things for the American market. It uses the phrase 
“national security.” 

Yet, in the context of the discussions so far, one cannot but arrive at the 
conclusion that defense of the United States has been given lip service only, and 
the discussions run far afield into productive costs, costs of living, efficiencies of 
manufacture, standards of living, tariffs or what have you, and that the single 
simple fact of the ability to make a physical unit or component needed in the over- 
all defense syndrom has been completely obscured. 

It should be noted that these observations were not limited to the 
Department of Defense. They were observations formulated by a 
very able independent engineering consultant employed by ODM, 
based upon his discussions of this question with many people through- 
out the Government and private industry. 

As a result of the prevailing attitude, any industry which seeks 
action under the escape clause or through an application under sec- 
tion 7 is embarking upon an unequal contest in which, at all stages, 
at least beyond the Tariff Commission, the forces of his own govern- 
ment will be disposed against him, while the forces of the govern- 
ment or governments of his importer competitors will be exerted 
wholeheartedly in their support. 

If this is the policy which this committee and the Congress believes 
proper, it should be openly recognized and approved. American 
industry should know that neither the assurances so often given this 
committee by the executive branch that the safeguard provisions 
will be equitably administered, nor this committee’s admonitions to 
the administration that it follow such a course, have any practical 
significance. 

If, on the other hand, this committee does not espouse such a 
policy, it should either undertake to revise completely the applicable 
procedures and to prescribe rules that cannot be evaded or in the 
alternative, Congress itself should assume the burden of making the 
necessary decisions. 

I think that it is fair to say that if the jeweled watch industry 
which, over a period of many years, has been found essential by the 
Munitions Board, the National Security Resources Board, the Office 
of Defense Mobilization, and the Senate Armed Services Committee, 
which is engaged in the development and production of critical com- 
ponents for twenty-six guided missiles as well as for rockets, mines, 
and nuclear weapons, and which is the sole domestic source for precise 
timepieces for military, civilian, and industrial usage, is not a needed 
natural resource within the meaning of section 7, then we cannot 
expect that that section will have any meaningful application. It 
has now been on the statute books for nearly 3 years and no remedial 
action has been taken under its provisions with respect to any Amer- 
ican industry. 

The oil industry, which is, of course, large and powerful, and which 
had the benefit if a very strong expression of congressional intent in 
the legislative history of section 7, was successful in pushing its 
application for relief to the point that ODM found a threat to impair. 
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But, so far, the Administration has avoided the exercise of the remedial 
powers granted by the law and has relied instead on the questionable 
policy of so-called voluntary quotas. Therefore, to date, this state 
has not really been utilized at all. 

The committee should take cognizance of the undue length of time 
required for action under section 7. The application of the jeweled 
watch industry was filed with ODM on the 28th of December 1955. 
Public hearings were not scheduled by ODM until January 1957. 
The application was not acted upon until the 28th day of last month, 
2 years and 2 months after filing, and during the last 15 months of 
this time we were constantly urging ODM to bring the matter to a 
conclusion. The expense and delay involved in such protracted pro- 
ceedings is another factor inhibiting proper application of the law. 

What I have said so far relates to the standards and procedures 
which have been employed. But the problem is even more basic. 

I think it should also be openly recognized that the quantum of 
tariff relief available under existing escape-clause provisions is not 
adequate to be of real assistance to domestic industry generally. The 
tariff increase of approximately one dollar per movement, which the 
watch industry obtained in 1954, represented the practical maximum 
of increase available, but it is now well-established that while it is of 
some help, it was quite inadequate. The same is believed to be true 
of the increase granted on bicycles and clothespins. 

In the measure now before you, the Administration has suggested 
some increase in the amount by which the President is authorized to 
raise tariffs. I do not know, Mr. Chairman, whether the increased 
authority would be adequate with respect to other industries, although 
in many cases I doubt that it would, but I can assure you that it 
would not be adequate with respect to the watch industry. If the 
proposed authority were in effect, and the watch industry were to 
receive today the maximum relief which the new statute provided, it 
would be grossly inadequate. 

In the case of the watch industry, and I suspect in the case of many 
other industries, the only practicable form of relief is a quota. The 
inflation which this country has experienced since 1940 has created 
such a disparity between domestic and foreign labor costs that im- 
ports of articles with high labor content cannot be placed upon a 
comparable cost basis with American-made products without imposi- 
tion of a tariff so great as to impose a severe burden upon the consumer. 
Consequently, quotas often are more practicable than tariffs. But 
the Government has an extreme antipathy toward quotas and so 
far has determinedly resisted their use. 

The alternative is to use the so-called voluntary quota, which settles 
nothing and satisfies no one, as in the case of oil and textiles. 

The watchease is an example of the extremes and inconsistencies 
which this stubborn policy that I have reviewed has produced within 
our Government. On the one hand, the Department of Justice has 
brought an antitrust proceeding in the Federal courts in New York 
against the Swiss watch cartel and many of its American importer 
members. This is an effort by the Department of Justice to enforce 
in the watch field the laws prohibiting restraints of commerce and 
attempts to monopolize trade, yet, while the Department of Justice 
is seeking to enforce the laws which prohibit a monopolization of the 
American market, State and the other departments are handing the 
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cartel a monopoly by refusing to take action to preserve the small 
amount of domestic production which still remains. Already the 
Swiss cartel has absorbed about 85 percent of the American jeweled 
watch market, and the rate of increase is quite evident. 

While the United States is thus engaged in emasculating the safe- 
guard provisions of the Trade Agreements Act, other nations have 
moved realistically and firmly to protect themselves against excessive 
importations of Swiss watches. England and France both have a 
tariff and quota upon such imports. France, incidentally, limits 
imports so that the French industry supplies about 95 percent of the 
jeweled watches sold in France; the American industry asked ODM 
to set a quota giving imports two-thirds of the American market. In 
the last 20 years Russia has developed a jeweled watch industry 
second in size only to the Swiss. With very few exceptions, all other 
countries in Europe and South America have quota limitations upon 
Swiss watch imports. It is only the United States which shrinks from 
this remedy. 

Another example of the more realistic approach of the Swiss is that 
the Swiss have just proposed to their legislature a new tariff measure 
increasing tariffs generally from 10 percent to 15 percent. The 
objectives of this legislation were stated as follows: 

1. To put the custom tariff on a proper constitutional basis. 
2. Eventually but quite secondarily to increase Federal revenue. 
3. To adapt the out-of-date terminology of the old tariff to the changes 
that have taken place in production and in the economy. 
4. To improve in certain sectors the protection afforded to home products 
and, above all. 
on™ 
and this is above all, Mr. Chairman— 
to furnish the Swiss Government with an efficient bargaining weapon in its nego- 
tiation with foreign countries. 

In other words, the Swiss are raising their tariff in anticipation of 
entering GATT, so that when they then reduce tariffs, they will still 
be at a level that they consider adequate to protect home manu- 
facture. 

That is Swiss realism. 

I am not criticizing the Swiss. I think they are much smarter than 
we are. 

The problem confronting those Members of Congress who believe 
that our trade program should have some reasonable safeguards is 
more a problem of men and of policy than of law. Given an objective 
and reasonable interpretation, the provisions in the existing law, and 
in the proposed extension, could afford realistic help to beleaguered 
industries, except that, as I have already mentioned, the authority to 
increase tariffs is too limited. The difficulty is only that the law has 
not been administered as Congress intended. And in the face of the 
determined resistance of the executive branch, it would be difficult 
for us to suggest any effective law which involves administrative 
discretion to find facts or to prescribe the kind and quantity of relief. 

Consequently, if this committee and the Congress is sincere in its 
purpose to prevent serious injury to American industry generally and 
to protect the industries important to national security, the record 
shows that it should not entrust the executive branch with authority 
to make any further decreases in tariffs until the executive branch 
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has demonstrated, unmistakably, a willingness to assume the obliga- 
tions already imposed upon it {B the Congress to rectify situations 
where serious injury or a threat to national security exists. 

The Cuarrman. Thank you, sir, for coming to the committee and 
iving us this statement of the views of the American Watch Manu- 
acturers Association. 

Are there any questions? 

Mr. Mason. Mr. Chairman. 

The CuarrMan. Mr. Mason. 

Mr. Mason. First, I want to say that that is one of the best analy- 
ses of the situation that confronts the American economy that has 
oe presented in this committee in the 6 weeks we have been sitting 

ere. 

Mr. Mickey. That was based on experience, Mr. Mason. 

Mr. Mason. I judge so from the way it was stated. You called a 
spade a spade and that is what I like to hear. Your main objection 
to the present reciprocal trade agreements legislation, I gather is the 
maladministration of it. The objective is fine, but the way it has 
been administered is that it has been administered all to the benefit 
of the importers rather than our own economy and our own interests. 

I was delighted to have you quote what the Swiss legislature is 
proposing to do in protecting their own industries. We could cer- 
tainly learn a lesson from the Swiss. This Congress could learn a 
lesson from the Swiss if they would do somewhat similar to what the 
Swiss have done. I am very glad that you brought that in as part 
of your testimony. 

That is all, Mr. Chairman. 

The CuarrMan. Thank you again. 

Mr. Mickey. Thank you, Mr. Chairman. 

The CuarrMaANn. Our next witness is Mr. Walter Cenerazzo. 

Will you identify yourself for the record by giving us your name, 
address, and capacity in which you appear. 


STATEMENT OF WALTER CENERAZZO, SOMERVILLE, MASS., RE- 
TIRING NATIONAL PRESIDENT OF THE AMERICAN WATCH 
WORKERS UNION 


The CuarrMan. Mr. Cenerazzo, you are recognized for 15 minutes. 
Mr. Crenerazzo. I come before the committee as a true interna- 
tionalist, an internationalist that believes in an international wage and 
hour law, an internationalist who believes in an international labor 
relations act, an internationalist who believes in an international 
social security act, an internationalist who believes in all of the various 
types of social legislation that we have in the United States being 
made worldwide, so that it applies to all so that the cost of such pro- 
rams will reflect in unit costs of all countries in the world, including 
the United States. 

I served on a commission that studied the salaries of the Congress 
and the Judiciary of the United States. I had been appointed by 
Speaker Martin to that commission. We had labor, industry, and 
agriculture on that committee. We unanimously recommended 
$27,500 a year for the Members of Congress. 

I think we made one error. We should have insisted that, as a 
condition of drawing the salary, that each Member of Congress 
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should have a knowledge of cost account and have the knowledge of 
what constitutes unit cost so that we would not have the daydream 
theory of internationalism, a type of internationalism that is not 
true internationalism, that permits persons to bring goods into this 
country at far less than the unit cost, less than the cost to produce 
it here to the detriment of American workers. 

The American jeweled watch industry today has 150 persons in 
Waltham, Mass., working on production, none on watches; 800 work- 
ing in the main plant of the Hamilton Watch Co. in Lancaster, Pa., 
less than 500 of which are on jeweled watches; 1,400 in Elgin, IIl., 
less than 1,000 working on jeweled watches, and a plant in Lincoln, 
Nebr., that has been terminated as of June 1 with over 800 people 
left losing their jobs for all time in America in a plant that 1s less 
than 12 years old, leaving in jeweled watches in the United States less 
than 1,700 or 1,800 persons in the making of jeweled watch movements. 

That is the condition of the jeweled watch industry. 

In 1953, I came before this committee on the extension of reciprocal 
trade, and I had hoped that it would be my last appearance because 
I felt that we had a new administration, a Republican administration, 
and that they would keep what was said in the Republican platform 
of 1952 and that they would say and do as they vad promised. 

In 1954, the President of the United States did raise the tariff 
after the Tariff Commission recommended an increase in tariff, but, 
lo and behold, the American people do not realize how well they can 
be fooled as we were fooled. The tariffs were raised $1.05 to $1.35, 
but simultaneously the Swiss Government, which for twenty-odd 
years had policed the upjeweling so that no watch for upjewelin 
could leave Switzerland, relaxed its ban on upjeweling and permitte 
watches to come in, ducking the $10.75 tariff in this country, and the 
remaining part of the market we enjoyed from 1949 through 1954 
started going out from under us. 

All of a sudden watches that were made for 21 and 23 jewels came 
into the United States as 17-jewel and 15-jewel movements, with 
steel bearings, and in this country those steel bearings were taken out 
and jeweled bearings inserted for a cost of less than 30 cents, therby 
ducking a tariff of $10.75. 

The Republican administration in its Treasury Department refused 
to move, the White House refused to move, and, when the extension 
for reciprocal trade came in in 1955, we were still under the delusion 
that we were waiting for the backlog of movements in the market to 
disappear and that we would have some prosperity. 

Lo and behold, in 1955 we found ourselves with more people being 
laid off, more people going on short time, so that the industry filed a 
petition under section 7 of the Defense Act. 

Twenty-six months later, the ODM determined that our industry 
was not essential to national defense. 

If tomorrow morning for a period of 3 months, those in the jeweled- 
watch industry working on the guided missile program stopped 
producing parts, we would not have a guided missile program in the 
United States, and yet, in spite of that, Assistant Secretary Perkins 
McGuire, in a meeting in his office in early February, told me that 
they were looking at this thing impartially and he wondered about 
the pools of skilled watch workers who had left Waltham and had 
left Elgin who had gone to Minneapolis Honeywell Co. or in Elgin, 
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Tilinois, and those people who were working on timing mechanisms 
other than we make in the jeweled-watch industry, were those not 
pools of skilled workers available, I was asked. 

What a stacked deck we went into. What was fair and impartial? 
Nobody asked questions as to what we were doing affirmatively in 
industry. Every question was asked on how to knock down the case 
of the jeweled-watch industry. 

I say to you that it is impossible to get from this Republican Ad- 
ministration any kind of a square deal concerning tariff. 

In 1956 at San Francisco, the Republican Party in convention 
assembled passed this: 

Barriers which impede international trade and the flow of capital should be 
reduced on a gradual selective and reciprocal basis with full recognition of the 
necessity to safeguard domestic enterprises, agriculture, and labor against unfair 
import competition. We proudly point out that the Republican Party is pri- 
marily responsible for initiating the escape clause and the peril point provisions 
of law to make effective the necessary safeguards for American agriculture, labor, 
and business. We pledge faithful and expeditious administration of these 
provisions. 

I wish that Mr. Simpson were here so that he could hear of this 
paradox that I cannot understand. Machiavelli in his heyday 
could not have created a circumstance to kid the American public 
any more than what the Republican Party is doing in America 
today. 

On the one hand, the chairman of its Republican Congress Con- 
gressional Committee comes out and works and says that he is going 
to do something to stop this flow of imports which is destroying 
American jobs. 

Then on the other hand, the administration that is in power with 
the full power to act refuses to put into effect the escape clauses and 
refuses to put in use the legislative machinery which will go ahead 
and give some type of equity in the market. 

I think the time has come for the American public not to believe the 
Republican Party any longer. I have been a registered Republican 
since 1940. I supported Republican candidates for President, was 
one of the few labor leaders in 1952 that did, and probably the only 
legitimate labor leader in 1956 that did. 

I can say that a great fraud was perpetrated on me and I never 
again will commit that same crime—which I think was exactly what 
it was, of espousing a Republican candidate for the President of the 
United States who will go ahead and fool the American people, and 
that is exactly what is being done. 

You know, this question of internationalism is one that is very 
close to the people of the United States. In Time Magazine in recent 
weeks, there appeared an article, a two-column box which told about 
the Japanese flatware industry and the great havoc that was going to 
be caused in that Japanese flatware industry and it cried and it wept 
for the poor Japanese who were being misplaced because there was 
going to be a restriction placed upon Japanese flatware. 

At the same concurrent time, practically the same week, the 
Elgin National Watch Co. announced the closing of its plant in 
Lincoln, Nebraska, with 2,000 Americans holding seniority in that 
plant, 800 of them still working. 

It is interesting to note that those young veterans that are working 
there that are Korean and World War II veterans, who have learned 
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their jobs in the on-the-job training program that our Congress fur- 
nished the money for them to learn, are going out of their jobs not 
knowing where they are going because there is not much industry 
out Nebraska way, and is there one word in Time Magazine about 
that havoc? There wasn’t even a line. It wasn’t even mentioned. 

This week you will receive a copy of the next issue of Reader’s 
Digest. There you will find an article that will tell you how great 
it is to have reciprocal trade and why there should be no tariff barriers 
in the world, and why we should have an open-door policy for imports. 
Nowhere do you find the arguments of what has happened in Reader’s 
Digest. They have been good to me. They published three articles 
under my own name in gone-by years, but nowhere in that magazine 
do you find one word that tells about the havoic that has been 
created to American jobs on any industry where the labor content is 
40 percent or more of unit cost. 

Reciprocal trade isa misnomer. ‘There is no such thing as reciprocal 
trade in America. What you have is a framework of words by which 
men, such as Charles P. Taft, who will soon appear before you, when 
his type is in government, can go ahead and serve their interests, 
their own personal interests well. 

When he was one of the major stockholders of the Gruen Watch Co., 
he served as head of international trade in the State Department, and 
I went to see him, and I didn’t know he had any connection with 
Gruen Watch. I made a plea to try to stop this flood of imports 
coming in during World War II. He didn’t tell me he was interested 
in Gruen Watch. He listened and gave me the beatitudes and 
platitudes and I found myself with no relief. 

Isn’t it wonderful to have one of your own representing the import 
groups in such positions. They are not dishonest men. Those men 
are honest, but their point of view is important, and before they are 
put in places of administration in this administration, you will find 
that their point of view will automatically affect that of the adminis- 
tration, so that you find a free-trade philosophy coming in throughout 
the administration. 

Do you realize that the average Assistant Secretary of Defense is 
only 17 months in office; that of the same people that ruled in 1954 
that the industry was vital to the defense of the United States, not 
one of them at the top level was there in 1958, not a single one of them. 
All of them that had a protectionist viewpoint left the Government, 
and when the new ones were put in, people who had a point of view 
that was so completely against American industry were put in. 

You know, you hear this comparison on dollar value between our 
exports and our imports. It is odd that this Ways and Means 
Committee has never reduced to man-hours of work the amount of 
man-hours in our exports and the amount of man-hours in our imports. 

If this were ever done you would find that there are at least 3 to 4 
hours in our imports against every 1 hour of labor in our exports. 

Yes, we used to be lonely coming before this Reciprocal Trade 
Committee in the forties. ‘There just used to be us and the glass 
industry, and the pottery and two or three or four more. It is 
interesting to find the oil industry and other industries coming here 
seeking protection because they are getting hurt. 

You go ahead and pass this for 5 years. You are not going to hurt 
me. I am retiring as national president of the American Watch 
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Manufacturers Union. I have interests that I am going to take care 
of myself with. The poor watchworker is going to shift around and 
find himself in a depression period trying to find other jobs. He is 
not going to do too well, but the one that is hurt is your country and 
my country and the people that made that decision at 0D M—and I 
am sorry to say that it was a Democrat, Gordon Gray, who is an 
ardent internationalist, who made that decision—they are going to 
regret the day because, if there is ever another world war, you are 
going to need timing mechanisms and you are going to need them bad, 
and where are you going to get them, because there is not going to be 
an American jeweled-watch industry. Elgin is going in for more and 
more imports, and there will be less than 500 people employed in its 
factories, which will be putting finishing touches on the Swiss watches. 

Hamilton sold their tools to Japan for one model watch, and have 
Japanese technicians in its plant learning the know-how of making 
jeweled watches, and they are buying an interest in a Japanese watch 
factory as well as making a bid on the old Gruen watch factory in 
Switzerland, and there are less than 400 American watch makers 
there. 

Where is it going? You tell me. 

All I can say is that I am sorry I was foolish enough to believe 
what the Republican Party said. I was born a Democrat and I 
found at least that the Democratic Party at least has my philosophy 
as far as domestic economy is concerned. 

You are all free traders internationally, so let’s all join together 
as far as international, and let me live domestically with the Demo- 
cratic Party from whence I came. 

The Cuatrman. Mr. Cenerazzo, we thank you, sir, for coming to 
the committee and giving us the benefit of your views and those of 
the organization you represent. 

Are there questions? 

Mr. Mason. Mr. Chairman. 

The CuarrmMan. Mr. Mason will inquire. 

Mr. Mason. Twenty-four years ago, I carried an Illinois jeweled 
watch, carried it for many years; 24 years ago when the Reciprocal 
Trade Agreements were entered into we had 20 jeweled watch 
companies in the United States. We now have three, and they are 
in bad shape, as you have pointed out. 

My first vote in this Congress in February 1937 was against the 
first extension of the reciprocal trade agreements because | felt that 
I knew then how it was going to be administered or maladministered 
to the detriment of this Nation and its workers. I have never voted 
for its extension and as long as I am in Congress I never will, unless 
and until the real objectives are carried out, and that does not mean 
a one-way street which it has been all through the years. 

So I can sympathize with you somewhat. I can kind of sympathize 
with you in the fact that my party does not always agree with me, so 
that I have to go it alone a good bit of the time. 

That is all. 

Mr. Crenerazzo. Except I would like to say to you, Mr. Mason, 
that it is because of the record that men like you and the other 
members of the Ways and Means Committee who are Republicans 
that many of us went ahead and supported the Republican Party. 
We don’t find it is “Do as the Republican Members of the Ways and 
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Means Committee say.” It is “Do what Mr. Sherman Adams says’’, 
who is a great internationalist, but not a true one. 

I say to you that it is awfully important that the American people 
wake up to this point. If they don’t, there are not going to be any 
jobs in the United States in many industries. 

The CuatrMaAn. Thank you again, Mr. Cenerazzo. 

Mr. Cenerazzo. Thank you. 

The CHAIRMAN. Our next witness is Mr. Arthur K. Watson. 

Mr. Watson, please come forward, sir, and identify yourself for the 
record by giving us your name, address, and capacity in which you 
appear. 

Mr. Watson. Mr. Chairman, may name is Arthur K. Watson. 
I am president of the IBM World Trade Corp., 821 United Nations 
Plaza, New York 17, N. Y., a wholly owned subsidiary of the Inter- 
national Business Machines Corp., 590 Madison Avenue, New York 
City. 

The CuarrMan. You are recognized, Mr. Watson, for 10 minutes, 

sir. 
Mr. Watson. Thank you, Mr. Chairman. 
It is a privilege and an honor to testify before your committee 
concerning the renewal of the Trade Agreements Act of 1955, as recom- 
mended by the President in his message to the Congress of the 
United States on January 30, 1958. 

It is most impressive, as it always has been, in observing the thor- 
oughness with which the Congress of the United States investigates 
all sides of important legislation, and all of us can be grateful, particu- 
larly those of us interested in international trade, for the efforts that 
this legislative group, has always put forth in behalf of maintaining 
proper international relations with the rest of the free world. 

In appearing before you today, I wish to emphasize that although 
I am responsible for all the business conducted by the IBM Corp. 
outside of the United States and its possessions, the views which 
I express represent my private convictions as an American, because 
the issues at stake greatly transcend in importance any considera- 
tions that may pertain to the trade and investments of any single 
business however extensive its cope may be. 

I am firmly convinced that favorable action on the request of the 
President is clearly in the national interest, and I so stated in my 
telegram of February 14 addressed to the Honorable Wilbur D. 
Mills, chairman of the House Ways and Means Committee, which 
reads as follows: 

Agree wholeheartedly with absolute necessity of extension of Reciprocal Trade 
Agreements. Stop. ; 

This act has done more for improving international trade than any other single 
piece of legislation I know. Stop. The most important part about it being that 
these matters are performed on a two-way basis. 

Since 1934, the reciprocal trade-agreements program has received 
the repeated support of Congress. It has never been said that the 
ultimate aim is free trade. I would doubt if we could ever have 
completely free trade in the world; no nation to my knowledge is 
seeking to follow such a trade policy. 

The question now is, Why do I support the reciprocal-trade legis- 
lation? In the first place, the simple truth is that we in this country 
have become increasingly dependent on other nations with whom it 
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is greatly to our advantage that we should promote an increasing 
interchange of goods and services. 

We no longer possess an adequate supply of many of the raw 
materials that are essential to our modern industry. Whereas 50 
years ago we were net exporters of such commodities, today we find 
the reverse is true. We not obtain from foreign sources around one- 
sixth of our crude petroleum, almost 25 percent of our iron ore, 
one-third of our copper and rubber, over one-half of our raw wool, 
and a large part of our tin, nickel, aluminum, and newsprint, to name 
a few. 

The dollar value of imports of these commodities amounted in 1957 
to about $3.8 billion or roughly 29.2 percent of total imports last year. 
Because these imports are literally essential to keep our factories 
going under existing technological conditions, their economic value is 
indeed much higher. 

To provide a large part of this inflow of critical materials, many 
American companies have invested considerable sums overseas, 
especially in mining, smelting, and petroleum development. 

By the end of 1957 our total private investments abroad amounted 
to over $36 billion which is an increase of $22.5 billion over 10 years. 
Certainly further investments will be required to expand the imports 
that our economy needs to continue its growth. 

For this reason we must maintain the policy of promoting freer 
trade on a reciprocal basis. I might say, at the same time that 
although there is very little that American private enterprise cannot 
accomplish, we have nevertheless received in the past many original 
technological ideas from our friends abroad including such things as 
radar, rocketry, atomic energy, and many other things. 

A second point that deserves emphasis is that other countries need 
goods produced in the United States for furthering their economy. 
There is hardly an underdeveloped country in the world that has not 
profited by the receipt of American-made goods and know-how in such 
fields as electrical power, transportation, production of steel, manu- 
facturing of chemicals with United States-made machinery, and many 
others. 

If American exporters are to continue to have this market, it is im- 
perative that the Government of the United States promote the ex- 
change of goods and services through the reciprocal-trade program. 

The third point which I would like to make is that everybody in 
this country is determined to have our free society survive and prosper 
in spite of the continuing threat of Communist aggression, and to do 
this we must strengthen our economy as well as that of our allies. 

International trade has certainly been stimulated by the economic 
and military aid programs of the United States Government, and there 
is no question in my mind that such assistance has stopped com- 
munism in many countries of the world, particularly those of Western 
Europe. 

While the assistance programs have done a great deal in stimulating 
the exchange of goods and services among the nations of the free 
world, the most significant continuing program, and one that will do 
more in the future since these aid programs are only temporary and can 
only be temporary, is the reciprocal-trade treaties. 

I think we must always remember the international trade must be a 
two-way street. 
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The American economy is now experiencing a pause in its growth, 
but given confidence and appropriate action to minimize the down- 
turn, there is every prospect that a serious world recession can be 
avoided. If we react in a panicky manner and revert to a policy of 
protectionism, the consequences for this country and for our allies 
will indeed be grave since we would engender a dangerous spiral of 
contraction in both production and trade, here and abroad. 

Let us not forget the period from 1929 to 1932, when American 
exports declined by almost 70 percent and unemployment reached an 
all-time high. 

The Communists are eagerly awaiting an opportunity to capitalize 
on any differences that may develop among the free nations, and we 
know they will seize on any trade opportunity that may arise, utilizing 
such commerce for the purpose of subversion and infiltration. 

As I have said, the Government is m@king large sums available as 
economic and military assistance to other nations. This is extremely 
helpful, but more important is our trade policy which generates 
economic progress on a self-supporting basis. 

If we were to increase restrictions on our imports, there is good 
possibility, in fact a probability, that we would thereby force other 
free nations to seek markets in the Communist bloc. For political 
and strategic reasons our foreign economic policy must therefore be 
one that promotes a freer flow of commerce between ourselves and our 
allies. 

In taking this position I am not unmindful of the difficulties that 
may arise in certain industries which may experience declining em- 
ployment, but we must not foget the four to five million Americans— 
7 percent of our total labor foree—whose livelihood depends upon 
foreign trade. For this reason, I cannot believe that a policy of im- 
port restrictions would result in a net gain in employment. 

The only trade policy for the United States of America is one that 
seeks to promote the national interest, which in this critical stage of 
world affairs demands close and continuing economic cooperation with 
other free nations. 

In truth, what is at stake today is not only how many people we 
have employed—rather it is our way of life. 

The Communist assault is total in its scope, and it encompasses the 
all-important trade relations of the free world, which are so vital to 
our national security and economic well-being. 

If an industry-by-industry survey were made, I am confident that 
it would soon be learned that continuing the reciprocal-trade program 
would not displace great hordes of the United States labor force. 

In fact, I believe it would tend to show just the contrary. But 
let’s suppose that it were to cause some additional unemployment. 
To my way of thinking, it would be far better for the United States 
Government to arrange a subsidy program, giving assistance to those 
industries and their workers who need it during their transition to 
more productive activities. 

To summarize, it is my firm opinion, based on a lifetime interest in 
our foreign relations, that our trade policy is no longer a question of 
this or that private interest, but is instead a momentous issue which 
must be dealt with exclusively in terms of what will best serve the 
national interest. 
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We are confronted with an unprecedented challenge to our free 
institutions by the Communists. To safeguard our way of life we 
must seek continouously to develop maximum security and pros- 
perity; this can be done only through close economic cooperation 
with other free nations. 

Given the process of readjustment now underway throughout the 
free world following a period of record expansion of production and 
trade, we must do everythin possible to hasten the consolidation of 
our gains and thereby set the stage for further growth. 

We are the world’s largest economic power, and for this reason if 
for no other our allies look to us for unfaltering leadership in main- 
taining a healthy and prosperous international economy, without 
which our collective strength, military and otherwise, will be under- 
mined. Our own self-interest requires that we exercise such leadership. 
Political and military collaboration with out allies to promote peace 
and security is a cardinal aim of American foreign policy but it will 
be meaningless if we fail to maintain the reciprocal trade-agreements 
program. 

I have great faith that the Congress will give full consideration to 
all the factors that govern our trade policy and that it will reach the 
decision which will most effectively promote the national interest. 

The CuarrMan. Are there any questions of Mr. Watson? 

Mr. Watson, we thank you, sir, for coming to the committee and 
giving us this very fine statement. Thank you, sir. 

Mr. Watson. Thank you. 

(The following letters were submitted to the committee:) 


Burrovuaus Corp., 
Detroit, Mich., March 7, 1958. 
Hon. Wiisvr D. MILis, 
House Office Building, Washington, D. C. 

My Dear Mr. Mitts: I wish to express to you my strong support of the 
Reciprocal trade-agreements program. Much is heard from many businesses that 
claim they will be adversely affected by further reductions in tariffs and that even 
desire higher levels of duty. Against these arguments I ask you to measure the 
interest of corporations like Burroughs. 

Of our total revenue, 16 percent comes from international operations. These 
operations depend on imports into the United States. By our imports we supply 
our customers with the dollars they need to pay for our exports. So it is clear that 
every obstacle placed in the way of sales by our overseas customers in the United 
States will in turn limit our sales to them. 

In the past decade we have greatly increased our overseas business to the great 
benefit of our stockholders, employees, and the communities in which we operate. 
One of the favorable factors in this growth, has been the reciprocal trade-agree- 
ments program. Failure to extend the Reciprocal Trade Agreements Act will 
adversely affect hundreds of corporations engaged in the mutually profitable 
business of international trade. In the interests of American business, I urge you 
to support the trade program. 

Sincerely, 
Joun S. CoLeMANn, President. 


Marcu 18, 1958. 
Hon. Wrsur D. Muss, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear Mr. Mutts: I wish to register my support in favor of an extension of the 
Reciprocal Trade Agreements Act as recommended by the administration in the 
interest not only of our 900 employees, distributors, and dealers throughout the 
United States but also, and primarily, in the interest of mutually profitable trade 
between the free nations of the world, to further international understanding, 
friendship, and peace through improved living standards here and abroad. 
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Every dollar’s worth of imports creates a dollar’s worth of export business, thus 
helping to satisfy the world’s hunger for United States products at the same 
time creating profits both ways and reducing the need for subsidies to friendly 
nations by United States taxpayers. 

Though the benefits to the American people derived from an easing of world- 
trade barriers, by a tenfold or even hundredfold margin outweigh the disad- 
vantages to a small minority of businesses, I believe that proper Government 
guidance and possibly temporary assistance should be afforded on an individual 
basis to the few industries upon which a changing world trade pattern may be 
forcing an adjustment in their activities. This should be accomplished without 
such amendments to the Reciprocal Trade Agreements Act as may tend to defeat 
its main purpose—that of building faith in the United States of America as a 
dependable business partner in world trade. 

Sincerely yours, 





N. Gosta ARNHEIM, President. 


The CHarrMAN. Our next witness is Mr. Thomas B. Roys. 

Mr. Roys. Mr. Roys does not answer so we will proceed to the next 
witness. 

Our next witness is Mr. Charles P. Taft. 

Mr. Tarr. Mr. Chairman, Mr. Weitzer, who is after me on the 
list, I think has a brief statement and it might be convenient if he 
went first. 

The CuarrMan. We will hear Mr. Weitzer, and give us your name 
and address and the capacity in which you appear for the record, 
please, sir. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS, WASHINGTON, D. C. 


Mr. Weirzer. My name is Bernard Weitzer. [I am national 
legislative director of the Jewish War Veterans. I live here in Mary- 
land. Our headquarters are here in the District of Columbia. 

The CuarrMan. Mr. Weitzer, can you conclude your statement 
in the 15 minutes that we have allotted? 

Mr. Werrzer. Yes, sir. 

The CHarrMAN. You are recognized, sir. 

Mr. Werrzer. On behalf of the Jewish War Veterans of the United 
States of America, I am happy, once again, to express appreciation 
for the opportunity to present to your important committee, our 
views on the Trade Agreements Extension Act which you are now 
considering. 

This time, as on previous occasions, I appear before this committee 
by authority of the strongly worded resolution passed by our national 
convention. The following resolution was passed at our sixty-second 
annual national convention: 


Whereas the Reciprocal Trade Agreements Act comes before the Congress 
for renewal in the second session of the 85th Congress, and 

Whereas in its functioning through the General Agreement on Tariffs and Trade, 
this act has proved notably successful in promoting American exports and our 
foreign trade as a whole and minimizing the friction and restrictions which oc- 
casionally develop in the course of trade; and 

Whereas we have long recognized that the exchange of imports and exports 
with our friendly world neighbors. is an important factor in our own economic and 
political well-being as well as theirs and moreover contributes to our joint national 
security; and 

Whereas we have regularly supported the reenactment of the Trade Agreements 
Act as a practical means of facilitating imports which produce the dollar exchange 
to pay for American exports to these foreign countries; and 

Whereas the proposed Organization for Trade Cooperation will make even more 
productive the objective of the reciprocal trade agreements program and the 
General Agreement on Tariffs and Trade: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 62d 
Annual National Convention assembled at Boston, Mass., August 12-18, 1957, 
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commend the administration for the manner in which it has conducted the oper- 
ations of the Reciprocal Trade Agreements Act of 1955 and the negotiations con- 
ducted under the General Agreement on Tariffs and Trade; and be it further 

Resolved, That we urge the 85th Congress to authorize a renewal of the Trade 
Agreements Act for a period of not less than 3 years, to include in the legislation 
authorization for the Organization for Trade Cooperation and to refrain from 
tariff legislation which interferes with the functioning of the Reciprocal Trade 
Agreements Act. 

That is the end of the resolution. 

The membership of our organization made up, principally, of men 
who have served in our Nation’s Armed Forces as citizen soldiers, 
sailors, and airmen, having largely returned to their civilian pursuits, 
continue their keen interest in our national security. 

They recognize the importance of maintaining our own military 
strength and that of our allies in deterring war against us by a strong, 
shrewd, potential enemy, Soviet Russia and its Communist satellites. 

Our membership is equally aware that the military deterrent must 
be matched in strength by a sound productive economy in our own 
land and in all those lands which have not been sucked into the 
Communist orbit. To maintain that strong productive economy and 
to complete our national security, the continuation of the reciprocal 
trade agreements program is more imperative, today, than ever. 

As one looks over the figures of our export and import trade during 
the years 1950 through 1957, the flow of products back and forth is 
powerful evidence of the profitable returns to ourselves and to the 
nations with whom we have traded. 

During 1957, our exports mounted to more than $21 billion and 
our imports were in the neighborhood of $13 billion. 

Roughly, for every $2 of imports, there were $3 of exports. From 
their natural resources and other materials plus productive powers of 
their working people, these foreign lands fashioned the products which 
they shipped to us and thereby obtained the dollar exchange which 
went far to permit them to pay for American products which required 
the work of approximately 4% million American citizens. 

We, in our country, secured goods which in many cases, are vital to 
our industry and to our national defense and which are lacking or 
extremely scarce in our own country. 

Other items in our imports enabled our people to enjoy some extra 
satisfaction in their daily living and to secure more, economically, 
what they wanted. Our own exports provided in other lands, even 
more importantly, needed goods and materials which are essential to 
daily life and which stimulated their industries. 

Thus our own Nation and all the nations with whom we traded as a 
consequence of our reciprocal trade agreements program enjoyed the 
benefits of the type of partnership from which all benefited and which 
strengthened all. This has been particularly important to many of 
the newly independent nations striving for a sound economy in order 
that their social and political systems may be stable and that the 
pressures of a low per capita income will not make their people easy 
targets for Communist propaganda. 

This factor is weighty, as well, even in the industrialized nations of 
Europe. 

The continuing momentous forces promoting our full national 
security, and our world security, generated by the Reciprocal Trade 
Agreements Act must be maintained. It cannot be expected that in 
this effort for strength, we will not find in the wide expanse for our 
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industries, occasional small pockets of weakness which are exposed in 
world trade competition just as the free competive system in our own 
country has exposed them throughout history during our advances in 
technology, development of new products and changes in the desires 
of the consuming public. 

The Reciprocal Trade Agreements Act of 1955 broadened the 
escape clause procedure to take care of these weaknesses. Yet I want 
you to consider the record of what has happened for, as reported by 
the 9th edition of the United States Tariff Commission, Investiga- 
tions Under the Escape Clause of Trade Agreements, reports as of 
February 1958, 86 applications for escape clause action filed with the 
Commission ever since such investigations were provided as compared 
with the 59 applications which I discussed with you in January 1955. 

Thus the average number of applications per year during the last 3 
years has scarcely changed from those filed in previous years. Some 
of these investigations have been applied for time and again and in the 
more frequently than previously and the President has invoked the 
escape clause 4 times in the last 3 years as against 5 times in the 7 
years prior to 1955. 

It is apparent from these figures that provable harm has been done 
to very few industries under the reciprocal trade agreements program, 
H. R. 9505 has been introduced to provide for aid to workers, industrial 
enterprises and communities who are injured or threatened with 
serious injury as the result of imports into the United States. 

I am confident that your committee, if such a bill is within your 
province, can work out adequate legislation to take care of real injury. 
This would be far better, where necessary, than to sacrifice our na- 
tional security to the clamor which has been evolved from these very 
few and relatively insignificant situations. 

You should not permit such situations to swerve you from the 
demonstrated benefits which the reciprocal trade agreements program 
has produced. We do not want to surrender the world piece by piece 
to economic agression or subversion to any greater degree than we 
would yield to Soveit military agression. In the first case, the stakes 
would be dollars alone, but in the second, it would be precious lives 
and many, many more times of dollars. 

There is presently a further reason for the passage of H. R. 10368 
as a minimum in the extension of the reciprocal trade agreements 
program as it has been functioning. Our foreign trade should not be 
hampered in any way at a time when there are recessionary forces at 
work in our economy. 

Not only would such a curtailment damage our own economy but 
it would signal to the world that we were obsessed by fear, and fear 
is frightfully contagious. 

Continuation of the reciprocal trade agreements program would be 
a signal of courage and a proof of our convictions that as a world 
leader, our Nation is determined to march ahead. 

Thank you. 

The Cuatrman. Thank you, sir, for coming to the committee again 
and giving us the benefit of the views of your organization of this 
legislation. We thank you, sir. 

Are there any questions? If not, we thank you. 

Mr. Thomas B. Rice. 

Our next witness is Mr. Charles B. Taft. 
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Mr. Taft, although we quite well recall your previous appearances 
before the committee, for purposes of this record please identif 
yourself by giving your name, address, and the capacity in whieh 
you appear. 


STATEMENT OF CHARLES P. TAFT, GENERAL COUNSEL, COMMITTEE 
FOR A NATIONAL TRADE POLICY, CINCINNATI, OHIO 


Mr. Tarr. Mr. Chairman, members of the committee, I think I 
must say when I start that I only regret that today some of those whom 
I first met when I testified here 15 years ago are not here with us. It 
takes away a great deal of the pleasure of presenting views to this 
committee that Mr. Doughton, Mr. Cooper, Mr. Knutson, Mr. 
Gearhart, are gone and are not participating any longer. 

Mr. Chairman, my name is Charles P. Taft. I am the general 
counsel of the Committee for National Trade Policy. I think I 
must take a moment of personal privilege to answer Mr. Cenerazzo. 

The CuarrmMan. Would you prefer to have a seat? 

Mr. Tarr. I think I would rather stand up, sir. 

Mr. Cenerazzo referred to me in connection with his testimony. 
I am sure that he knows, because I have said it numerous times in his 
presence, that while it is certainly true that I was a stockholder in 
Gruen Watch Co. at the time when I testified here in 1945, my wife 
is the daughter of Irving H. Chase, who was the president of the 
Ingersoll Waterbury Co. which is now U. S. Time Corp. 

My brother-in-law is the general counsel for the U. S. Time Corp. 
I think he has appeared before this committee on this matter on the 
other side. 

My wife was a substantial stockholder in the Waterbury Clock Co. 
and the Ingersoll Waterbury Co., which had directly opposite views 
to that of the Gruen Watch Co. 

I think I must answer some of his statements on the merits. He 
says he used to be lonely. I am sure this committee knows that this 
is the first time in the history of the Trade Agreements Act that there 
have been more people in favor of the act appearing before any com- 
mittee than appearing against it so that Mr. Cenerrazo’s facts there 
are also incorrect. 

His testimony on the 1945 act was as follows: 

Chairman Ryder may not consider the watch industry important, but the 
8,000 American watchmakers, workers I represent, consider it extremely im- 
portant. Anyone who looks at the facts at all will see that House bill No. 2652 
will deal a deathblow to the American watch industry for all time. 

At that time there were 8,000 that he said were working. The 
average employment during 1936 to 1940 was 6,649 and in the years 
following the employment increased. 

In 1949 Mr. Cenerrazo said: 

The issue involved is one of whether three companies that manufacture 
entirely jeweled watch movements shall continue in business or whether they 
shall be put out of business through the imports entering the United States at 
$4.40 per unit more or less from Switzerland. 

His fears were not realized. The companies employed slightly 
more workers in 1951 and in 1955 than they did from 1946 to 1950. 

The Waltham Co. in which he was employed went out of business for 
reasons quite separate from any imports. 
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I think there is no question that some of their officers were indicted 
for criminal offenses in the State of Massachusetts. It was badly 
run. It had inadequate machinery and equipment and has not gone 
into other types of production. 

Elgin and Hamilton, on the contrary, have diversified. They have 
gone especially into electronics. This becomes necessary because 
what used to take 8 to 12 years to train a skilled watchmaker who 
would adjust watches, now can be done with an electronic machine 
with a girl who has only been trained for 6 months. 

The idea of stockpiling skills as this committee knows from the 
testimony presented to its subcommittee, is one which will not stand 
water under any circumstances at all. 

General Bradley said in testimony something like a year ago that: 

In 1949 they had 9,000 workers engaged in making watches. Today [a year 
ago] there are 4,000. We are in danger of losing those. 

All I can say that the 5,000 may no longer be making watches. A 
few of them have died, I suppose. Most of them are in exactly the 
kind of defense work for which General Bradley wanted them around 
in 1949. 

I am sure that this committee knows that the defense report of 1954 
was to exactly the same effect as the finding of Mr. Gray as head of 
the Office of Mobilization earlier this month. It was mentioned to 
the Senate Armed Services Committee by the Assistant Secretary of 
Defense for Logistics and I can only say that he completely misrepre- 
sented the effect of that report to that committee. 

One year later the report was released with his testimony and you 
had only to read it to find the extent of that misrepresentation. 

I think I need say no more about Mr. Cenerazzo. 

The committee has heard during the last few weeks a great deal of 
testimony on the question of renewing the Trade Agreements Act. 

I am sure you will have noted, as I have already said, that for the 
first time in the long history of the 10 extensions since 1934, the 
witnesses who support this legislation have outnumbered those who 
oppose it. 

I think you will agree that the supporters have been an unusually 
distinguished cross section of business and industry, and an extra- 
ordinarily wide list of organizations. These were broadly based 
groups whose major interest stems from very large segments of the 
Nation or who speak for the national welfare itself. 

It is foolish on the face to label as only selfishly motivated the 
AFL-CIO, the United States Chamber of Commerce, the League of 
Women Voters, General Federation of Women’s Clubs, United Church 
Women, American Farm Bureau Federation, National Farmers Union. 

Contrasted with these groups, as in the past, has been the character 
of the opposition. Again, this opposition has been made up largely 
of particular industries which make the claim that they have been 
injured by import competition. 

As in every 1 of the prior 10 renewals, many of these claims are not 
of actual injury, here and now, but are rather the expression of fears 
of injury in the future. They are the same claims and the same 
expressions we have heard over the past 24 years, in spite of the fact 
that the industries are still alive and kicking. Indeed, for many, 
1957 was the best year in their history. That, of course, does not 
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neglect the fact that in the last quarter they may not have done as 
well as they had in prior quarters. 

Nor has the complexion of sentiment among the members of this 
committee changed much since the last extension in 1955, although 
Mr. Mason was kind enough to say to me that it did not seem that I 
had gotten far in the 3 years since then. 

The line of questioning from those members of the committee who 
have always opposed this program is perhaps less virulent that it 
has been in the past. I have been rereading my testimony when 
Mr. Knutson cross-examined me. That is why I put this in. 

A kind of mellowness seems to have crept into their expression of 
opposition as compared with the frank belligerence they have expressed 
on occasion before. 

I am sure that this does not mean that they are less opposed to this 
program than they have been in the past. It perhaps means that 
they have shifted their tack, and are approaching the torpedoing 
operation with a slightly different technology. 

We have not heard so much this year about the issue of constitu- 
tionality, which was so vigorously pressed in 1955, and I may say 
since then, also. 

On the other hand, the opposition appears to have embraced schemes 
of considerable subtlety which, while ostensibly intended to continue 
the trade program in some fashion and to give suitable deference to 
the idea of reciprocity in trade negotiation, are nevertheless designed 
to destroy the program by returning to the Congress the final setting 
of individual tariff rates, and by taking from the President his power 
to review the Tariff Commission findings and assert the national 
interest. 

That this is the real objective is illustrated by two quotations 
from the two organizations that speak for the opposition. 

The American Tariff League in the fall of 1956 at its annual meeting 
passed a resolution to this effect which it never published. In its 
bulletin ATL Topics, for October 1956, appears the following summary 
of this action: 

The League policy statement called for an end to the Executive trade agreement 
method of setting rates of duty. It also urged the abandonment of the present 
United States policy of generalizing tariff rates so as to halt the inherent discrimina- 
tion against imports from high-wage countries, and to induce other nations to raise 
their living standards. 

This resolution has never been withdrawn. 

The other quotation is from the statement of Mr. Oscar Strackbein 
given to the press on December 27, 1957, and referring to the Presi- 
dent’s proposal for the renewal of the Trade Agreements Act. It reads 
in part as follows: 

The President’s statement ignores completely what has become the very heart 
of the trade controversy; the benching of Congress on the sidelines and the en- 
thronement of State Department judgment above the will of Congress in the regu- 
lation of this country’s foreign trade. 

This objective has been expressed many ways. It is, for example, 
now wrapped up in H. R. 11250, produced by Hon. William Jennings 
Bryan Dorn, which having been embraced by leading textile and chem- 
ical groups may be taken as the official vehicle of protectionism in this 
Congress. 
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He stated to you I understand that it had been prepared by the 
wisest minds in the United States, which I think bears out my summary 
of his conclusion. 

This bill pretends to retain some authority in the President. In fact, 
he can under this bill only negotiate with foreign countries if the Tariff 
Commission agrees to lower a tariff, and he must accept the Commis- 
sion’s figure. 

In fact, the bill puts original decisions on every rate in the Tariff 
Commission, and has the effect of giving to Congress a review on every 
rate and group of rates. 

This is Mr. Dorn’s summary, I think, at the time he introduced the 
bill. 

This means 1 of 2 results. In my opinion, it means a return to the 
oldtime log rolling of Smoot-Hawley 1930 days, which I shall describe 
for you in some detail. 

That you in the Congress should restore that personal horror for 
each of you is to me inconceivable, even though it would be telescoped 
into 90 days. 

But some not on the high-tariff side do think the bill would in fact 
make the Tariff Commission the final arbiter. 

I can only remark that if you think you have seen pressures on the 
Federal Communications Commission, which led either to nervous 
breakdown on the Commission, or corruption, or both, you have seen 
nothing in volume or effectiveness to compare with a tariff-revision 
fight. 

I had expected to attach a summary of this description to this 
statement. I find it impossible to do so, an I am going to have to give 
you as rapid a summary as I can, with some quotations from the book 
which I think you will find of some interest. 

In the first place, there were 20,000 pages of testimony before the 
Ways and Means Committee and the Senate Finance Committee. 
There is no other public policy in which so many groups participated. 

There was a Republican mandate to continue the tariff of 1922 
with the minimum at the difference in cost of production; the Demo- 
crat platform itself wanted the actual difference in cost of production 
put as the maximum. 

Mr. EsperHarter. When was this? 

Mr. Tarr. 1930, sir, when it was introduced. The notice for the 
hearings was on December 5, 1928. Party lines unavoidably break. 
Bills are written in a way that nobody could possibly expect. 

[ will give you a few quotations here from Professor Shattschneider’s 
book, which will be, I am sure, of great interest to you. This is a 
book called Politics, Pressures, and the Tariff, by E. E. Schatt- 
schneider, published in 1935 by Prentice Hall, and is a description of 
the Smoot-Hawley operations. 

“Tt is clear that the tendency to multiply the provisions for individ- 
ual rates is in part responsible for the fact that the burdens placed on 
Congress have become too great to be borne. The form into which 
the legislation has been cast does more than complicate the policy 
by a process of excessive fragmentation. 

‘“‘As has already been suggested, it places a great value upon the 
nice adjustments of rate of duty to the Sides of cost of production 
at home and abroad, and this fact is by far the more important of the 
two. 
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“Tt must be evident that any genuine attempt to adjust tariff rates 
on this basis involves the collection and scrutiny of an appalling 
quantity of data for even if the accounting information concerning 
many thousands of domestic industries were available and could be 
standardized, it would still be necessary to find, sift, and analyze a 
similar body of facts about those abroad. 

“Anyone familiar with the work of the Tariff Commission, similar 
to but on a smaller scale than the assignment of the committee’s, 
may get some conception of the proportions of the enterprise. 

“In the period between June 30, 1930, and December 31, 1932, the 
Commission, with an average staff of about 300 employees, and at a 
total expenditure of approximately two and a half million dollars, 
completed 74 investigations into the differences of costs of production 
of items covered by the act of 1930. If these investigations were 
extended to the 3,221 items enumerated in the act, it would, at the 
rate indicated in the experience of the Commission, require a staff 
of 13,000 people at an expenditure apparently of $100 million to 
complete them, and an inquiry into the differences of costs of pro- 
duction of the commodities covered by the basket clauses’’—that is, 
not elswehere provided for. 

The CuarrMAN. May I interrupt you, Mr. Taft? 

Mr. Srwpson. Mr. Taft, are you quoting Professor Schattschneider? 

Mr. Tarr. Yes, sir. This is a summary made by Professor Schatt- 
schneider of the first 66 pages of his book. 

Mr. Simpson. Was he a Member of Congress? 

Mr. Tarr. No, sir. He is a professor at Wesleyan University, a 
professor of political science who made a very careful study of the 
Smoot-Hawley Tariff Act, and how it was adopted. 

I should go on to say— 


An inquiry into the differences of costs of production of the commodities 
covered by the basket clauses— 


that is, not elsewhere provided for— 


would entail expenditures amounting to figures that one hesitates to commit to 
paper. Summary calculations of this sort can, of course, make no pretense to 
accuracy, but it is significant that the Tariff Commission was able in a period of 
30 months to investigate only about three-tenths of 1 percent of the commodities 
covered by the act. 

On December 5, 1928, the Committee on Ways and Means authorized public 
notice of the hearings. The notice was public. In general, apart from the fact 
that it expressed a preference for the testimony of persons able to give first-hand 
information, it carried the implication that the committee would hear all who 
applied. 

n response to the public notice, more than 1,100 persons sought a hearing 
before the Committee on Ways and Means and a number somewhat less than this 
applied to the Committee on Finance. Although the total includes only a fraction 
of the percent interested it was sufficient to force the committee to work under 
severe pressure. Illustrative of the pressure of business of the Committee on 
Ways and Means is the fact that in 4 days, January 24 to 28, it heard 177 witnesses 
and took 1,268 pages of testimony. Nor was this performance unusual. 

It took 1,700 pages of testimony on the free list in 3 days. Altogether the 
Committee on Ways and Means accummulated 11,000 pages of testimony and 
briefs in 43 days and 5 nights. 

The Committee on Finance collected about 9,000 pages of material in a little 
more than a month. Although these published records in neither case included all 
of the statements and documents submitted, if the first of these committees sat 
an average of 5 hours each day and 3 hours each night it was in session, it collected 
testimony and briefs at the rate of 48 pages an hour and disposed of 1 witness 
every 14 minutes. 
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It would however be a serious misconception of the truth to suppose that 
hearings because of relevancy were composed of any pattern of questions covering 
the major points that might properly have been considered in writing a tariff bill. 
Concerning many of the most significant aspects of the policy, substantially no 
questions were asked in the proceedings which were patient of full inquiry. 

“Tn a very large proportion of the cases the hearings establish only 
the precise terms of the changes in the law designed by the petitioners. 
The hearings, therefore, were expedited at the cost of an enormous 
neglect of the proper functions of the inquiry.” 

The bane of the existence of committees was the witness who in- 
sisted on reading his brief. Hawley repeated his suggestion that 
witnesses not read their briefs so often that it became stereotyped but 
apparently no end of exhortations succeeded in inducing the witnesses 
to register them. 

Carry over of business from one day to the next was certain. 

“We spent over an hour and a half on eight witnesses. We have 
19 more tohear. At this rate we will not get through until midnight,” 
quoted from the chairman. ‘‘We have called 80 names today of which 
61 have responded and been heard. The Chair will state he is trying 
to abbreviate the hearings as much as possible. We had 81 at the 
beginning of the session. We have heard 44. We have 27 to hear 
yet.” 

Neither of the committees made any effort to define the costs of 
production either domestic or foreign. No formula was prepared. 

There were no auditors heard on how these could be arrived at. 
The answers were in every conceivable form and none of them gave 
the facts as to either domestic or foreign. 

The information generally speaking was on rumor * * * The fears were 
expressed where the imports were negligible [and I am reminded of the situation 
of the item of the manufacturer in Cincinnati which has a 22 percent tariff whose 
industry association has passed a resolution against the reduction of the tariff. 

{There are no imports.] 

Mr. Schattschneider’s conclusion about this is that the standpoint 
of the committee in general was that everybody got some tariff 
whether it was needed or not. 

Lard was the one that was noted particularly in which there were 
hundreds of thousands of pounds exported and only 5,000 imported. 
Yet lard was given it just thesame. There is a very interesting analy- 
sis of the logrolling which went on and I may say this does not have 
very much in it about what went on behind the scenes although there 
are a few quotations that I think would be of some interest. 

Schedule 3 affects adversely at least 500 domestic industries. How- 
ever, the ones that applied were almost negligible in that connection. 
The explanation which he gives is that most manufacturers had several 
interests that conflicted—freer trade on some items, protection on 
others— 

One of the situations involved had to do with knitting machines. 
The one knitting machine manufacturer in the United States put such 
pressure on his customers that none of them testified although he was 
not able to supply the need. 

They were many months behind in their deliveries of their partic- 
ular kind of machine. There were a few fights. There was a fight 
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on fats and oils. There was a fight on burlap and jute. There was 
a fight on crude gypsum. There was a fight on oil and lumber. 

Some of these sound familiar. 

Many of these fights had to do with single companies which came 
in and put very great pressure on it. There was also considerable 
distinction between those who were on the inside and those who were 
on the outside. 

In this connection there are the following statements made to the 
committee; on one side are the complaints made to the Committee on 
Finance by groups who were taken unaware by the action of the House 
and on the other are excerpts from letters and a memorandum not 
intended for publication taken from the files of skilled and veteran 
pressure groups by the committees investigating lobby. 

Here isone. ‘He did not know the House was going to do that and 
this is from probably a lobby group and is highly confidential. This 
is a memorandum of someone who came into the committee: It was 
not until the latter part of March 1929, several weeks subsequent to 
the hearings mentioned, that the undersigned learned of this effort 
to increase to the prohibitive figure the duty on pipe or fans in which 
he is interested. 

“On the other side we have asked for confidential conference with 
Senator Smoot Shortridge. If this is granted it will, of course, be 
private. 

“We put up some plan to Smoot, Peterkin and Carleton. It seems 
to me that secrecy is important. There was obviously jockeying for 
order in testifying because those who came in did not know what the 
claim was going to be made by the people on the other side. 

“They, therefore, tried to so that they would be able to answer 
whatever presentation was going to be made by the other fellow.” 

It goes further into some suggestion about the kind of pressures 
that were put on, the inside cooperation between those both in the 
Congress and in the White House and even pressures that were being 
presented to the conference committee of the two Houses when the 
matter was there. 

Now, I want to just end up on this subject with just one more 
observation. Some of you may say that this will not happen if this 
is left to the Tariff Commission and is left subject only to your veto. 
I assure you that you underestimate the pressures which obviously 
have multiplied since 1930. You will recall that 3 years ago it was 
stated that there were 7,500 new chemical products since 1930. I 
don’t doubt that has increased since. 

There are many many others that have come in since 1930 in other 
fields. Now, you and other Members of Congress have the luxury of 
lambasting the State Department or even the President. 

That will be eliminated completely by the Dorn bill. Do you think that you 
can blame the Tariff Commission under the Dorn bill when by definition it is 
made your creature responsible to you alone. 

Even Mr. Dorn, its author, this morning admitted that the bill puts the tariff 
rates back in Congress. That, gentlemen, is exactly what the best minds want 
who he said wrote this bill. [I am sure that you on this committee and especially 
the gentlemen of longest service on it who remember 1929 and 1930—Mr. Reed 
and Mr. Jenkins I think were here at that time if I am not mistaken—do not 
want to arrive at that really terrifying situation. 

If you have some doubts, then I suggest that you listen just briefly to some of 


your predecessors. Sen: ator Watson said this when the Smoot-Hawley bill had 
been sent over to the President: ‘‘Never began.’ 
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My brother who had not been here at the time of the Smoot-Hawley 
Act nevertheless expressed himself very forcibly on it. 
He said: 


I would be very much opposed to returning to the old method by which Congress 
passed on tariff rates— 


and Senator Vandenberg said: 


The tariff-making in Congress is an atrocity. Those who struggled through 
the months it took to write the last congressional Tariff Act would joint me in 
resigning before they would be willing to tackle another general congressional 
tariff revision. 

The Dorn bill (sec. 366) attempts to set up standards which are 
wholly protectionist. Essentially they go on the theory that com- 

etition with countries having lower wages, longer hours, lower taxes, 
ess regulation, and less social welfare burdens in industry, is unfair 
and should be equalized. 

This is unsound. We pay high wages because we are more pro- 
ductive. Better working conditions and social protection contribute 
to higher productivity, not the contrary. Adam Smith’s theory of 
comparative advantage was that some countries better suited to pro- 
duction of some goods or services should pursue that superiority, 
instead of trying to compete in goods or services better produced 
elsewhere. 

Our protectionist friends now assert that he did not mean to include 
cases like ours where the competition universally, except in Venezuela 
and perhaps Canada, pays lower wages. But this is ridiculous. 

Adam Smith would assert what we know, that if you exclude all 
manufactured goods from the United States except those made with 
our scale of wages and our labor standards, there would be no inter- 
national trade for the United States except with Venezuela and per- 
haps Canada. 

‘he Dorn bill also tries to write into law such wholly exploded 
ideas as stockpiling skills. It proposes in effect, protection for the 
tailenders, and gives windfall profits to the leaders, in any industry. 
It goes even further; it would make the new Tariff Commission the 
final arbiter on questions of the relation of imports to the national 
security under section 7b of the Trade Agreements Act, fantastic as 
this may seem. 

The Dorn bill on its face would have the ultimate effect of destroy- 
ing every multilateral or bilateral trade agreement entered into under 
the Hull Reciprocal Trade Agreements Act of 1934. 

If these bilateral agreements that he talks about imply elimination 
of most-favored-nation treatment—and Mr. Dorn said frankly this 
morning he did not know whether that was included—then we shall 
be going back to the original bilateral agreements negotiated under 
the McKinley tariff of 1890 and the Dingley tariff of 1897. 

These 20 or more agreements were a total failure. Since the Dorn 
bill requires these new bilateral agreements with the principal sup- 
pliers, then such agreements could not protect against special brands 
of discrimination by the secondary suppliers. 

I must refer you to my testimony before this committee in 1945 in 
which I described this operation of 60 years ago, pages 2714-2716, as 
well as to my testimony before the Senate Finance Committee in that 
same year, pages 540 to 565, in which I showed how the unconditional, 
most-favored-nation treatment was sold to the Congress in 1922 by 
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S Secretary of State, Mr. Hughes, and Senator Henry Cabot Lodge, 
r. 

It was reflected in the Fordney-McCumber Tariff Act of that year. 
Mr. Hull knew this history when in 1934 his shrewd commonsense 
and wise foresight built on what had been a solid if unimaginative 
Republican base. 

Perhaps for the first time in these 24 years and 10 extensions, you 
are really faced with a slick alternative which would effectively destroy 
the kind of free-enterprise economic tool built by the efforts of McKin- 
ley and Theodore Roosevelt, Hull and Franklin Roosevelt, and 
supported by every President and Presidential candidate of both 
parties since 1934. 

Mr. Cenerazzo will have a hard time to find anybody to vote for 
if he is going to stick to what he said here, I am afraid. And the 
reversion to bilateral arrangements would destroy an _ effective, 
businesslike negotiating system through which we negotiate one 
agreement with 36 nations and obtain from the secondary suppliers— 
not just the leading supplier—concessions in exchange for any con- 
cession we make affecting them. 

There are many things at stake in a meaningful extension of the 
trade agreements program, such as that advocated by the adminis- 
tration. One of them is the multilateral trading system—exemplified 
in the General Agreement on Tariffs and Trade—in which we have 
played a leadership role. 

The opponents of the trade agreements program would really like 
to scuttle the general agreement. Some of them may not admit to 
such an intention, but the implications of what they propose can 
amount to nothing less than a severe weakening and ultimate wither- 
ing away of the general agreement. 

GATT is not a eeetaees of the bureaucrats. It is one of the 
main pillars of free world unity and of commercial and industrial 
progress, in which our stake is tremendous. The results of its con- 
ferences and negotiations bear heavily on the export sales of many of 
our major producers—I have testified here before about how it was 
the means for getting off the restrictions of shipments of coal to both 
Belgium and Germany and thereby permitted a very high export sale 
of coal that took the industry really out of the doldrums. 

This proposal also would change escape clause proceedings. The 
argument has been constantly repeated by the protectionist speakers 
that the President sacrifices small business to diplomacy. The state- 
ment is false both factually and in its implications. 

The assumption here often asserted affirmatively is that tariff pro- 
tection is sought by small business while free trade is demanded by big 
mass-production industry. But the backbone in financing the pro- 
tectionist fight is the great chemical companies, and both in textiles, 
coal, and independent oil production it is the large companies who 
make strategy and lead the fight. 

On our side we have some large companies, too, but many are small, 
as you have seen from witnesses before you. In electronics, en- 
gineering, automobile parts, radio and television parts, automation 
machinery, production control, timing mechanisms, pharmaceuticals, 
and many other fields, the exporting companies are small as American 
industry goes. 
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In escape clause proceedings reviewed by the President, there has 
been no case—no case—where the President has relied solely, or 
mainly, on foreign policy considerations. On the contrary, he has 
either disagreed with the Tariff Commission on the existence of 
injury, or he has found that the restriction proposed would not help 
the industry because acknowledged injury is not caused by imports 
but by domestic causes, or he has found that the injury could be 
better relieved by the adoption of other methods than tariff increases 
or quotas. 

The President has often properly cited considerations of foreign 
policy in support of decisions based on other grounds. But it is 
ridiculous to talk about sacrificing industries on the altar of dipolmacy. 
Foreign policy is not some exotic flower cultivated by soulless, mind- 
less striped pants. It affects each one of us directly and it is the basis 
of our survival in the kind of world of today. 

Usually it has direct repercussions on our exports which as you 
know, employ 3.1 million people, and on our essential imports needed 
for our own production. An additional 1.4 million workers handle 
these imports. 

It is not fear of diplomacy promoted by the President which makes 
some American producers afraid of escape clause proceedings. It is 
because they do not dare submit their claimed injury even to the 
high-tariff Tariff Commission. 

The industries in all of the cases in which even half the Tariff Com- 
mission, 3 of 6, found injury in the 10-year period from 1946 to 1956 
employed only 113,000 people at their peak, out of a labor force at 
that time, 1 suppose, on the average of about 62 million, and only 
went down to 85,000 in two recessions. 

Three million one hundred thousand are employed, making, growing, 
and shipping exports and 1,400,000 are employed on imports. 

The present unemployment due to the recession—that is, over 
and above changing jobs, sickness, and so forth—is between 2 million 
and 2.5 million. It comes in very small degree from import competi- 
tion. It comes on the contrary, from (a) cuts and shifts in defense 
spending, now being restored to a considerable degree; (6) cuts or 
delays in consumer spending especially for hard goods, either to 
protest high prices or to object to auto fins or other features they do 
not like; (c) cuts in industrial capital construction, being partly 
replaced by public construction; (d) cuts in housing starts; (e) cuts 
in exports. 

Although 1957 was a record year for exports, the peak was reached 
early in the year and was substantially due to Suez oil and a poor 
European harvest in 1956. The decline in exports began in midsummer 
and its acceleration has certainly contributed to the recession. 

I may say the figures show a 10 percent drop in exports as compared 
to December 1956. That has contributed probably far more than 
import competition. It was based at least partly on declining gold 
and dollar reserves held by some of our principal customers. 

Shouts for import restrictions or for shifts to domestic buying, “Buy 
American” instead of offshore purchases in foreign aid, will do nothing 
but make the recession worse by further reducing gold and dollar 
reserves abroad, already down from commodity price drops. 
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I want to say something about import quotas, which are so popular 
among those who oppose this trade program because they are really 
effective protectionist devices. 

First a word about the history of import quotas. It is a long one 
beginning as far back as 1800 or before. By 1900, quota systems 
largely had been supplanted by tariffs and had virtually disappeared 
among important countries. 

It was during the great depression and immediately following the 
Smoot-Hawley Tariff Act of 1930 that import quotas began to reap- 
pear. France was the first important country to reinstitute a quota 
system. 

In 1931 Prick established import quotas on several commodities 
and within 3 years had extended its quota list to 3,000 items or about 
half its tariff list. ‘The French action was followed almost immediately 
by other European countries and by 1932 there were 11 countrieswith 
fairly elaborate import quota and/or exchange control systems. 

These were soon jointed by Japan and 2 or 3 Latin American coun- 
tries. The United States, before the war, employed quotas over a very 
limited group of commodities, principally coffee and sugar. 

Following the war, with its destruction of plant and equipment and 
its disruption of trade, many countries, again, principally European, 
reestablished quota systems, primarily to conserve scarce foreign 
exchange. They did this in spite of what experience had taught them 
that quotas are inherently complex and inflexible, that they distort 
trade into unnatural channels, that they require huge bureaucracies 
and a maze of regulations, they invite corruption, influence peddling 
and favoritism; and they certainly provoke retaliation. Finally, and 
perhaps most important, they perpetuate themselves and they 
proliferate. They are almost impossible to get rid of. 

Let us look for a moment at the way the system operates. First, 
the base year must be selected, a percentage established ; them country 
quotas must be assigned. Each one of these decisions must necessarily 
be a multiple tug-of-war between the divergent interests involved—the 
consumers, the established importers, the new importers, the domestic 
producers, the foreign producers. 

Having arrived at what must be essentially political decisions, and 
having established equally political criteria and an elaborate licensing 
system, one then is faced with rigidity. Any change in market con- 
ditions, in technology, in style, in taste, in productivity or efficiency 
on either side, producers or consumers, provikes a new battle on 
political ¢g grounds. 

I think I must stop to say that if they talk about sacrificing small 
business on the alter of diplomacy, if they get into a row with a lot of 
wholly complete systems of quotas, then I assure you the small busi- 
nesses are the ones who are going to suffer from it. 

If the criteria have any worth they must be defended. If they are 
worthless, they must be defended anyway. And now, there is a new 
element—a swollen bureaucrac Vy with a vested interest in complexity 
and self-perpetuation. I am sure all of you will recall what happens 
when you try to revise the customs reculs ations in any respect. 

You have a bureaucracy there that certainly sits back. With refer- 
ence to the letter that came from the General Counsel—I do not want 
to charge the General Counsel of the Treasury with this, but certainly 
he represented the Customs Bureau in connection with the classifica- 
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tion amendment passed by this Congress. You will remember how 
little progress was indicated from that letter. 

Nobody understands the problems except those who have worked 
with them and lived with them, those who have written the regula- 
tions and who try to enforce the regulations. Any change faces a solid 
phalanx of experts who have an allergy against change, except on 
their own mystical bases. 

Quotas breed quotas. A quota on textiles breeds one on shoes. 
A quota on lead and zine breeds one on copper. There is no end. 
There is no inherent difference which makes one commodity best pro- 
tected by quotas and another by tariffs. With very rare exceptions, 
if quotas are good for one they are good for all and no group will 
press that view harder than the bureaucracy charged with adminis- 
tering them. They do not want to make distinctions. 

I talked earlier about favoritism and corruption in the FCC. A 
full-blown system of import quotas would make the problems of the 
independent commissions in this regard insignificant by comparison. 

Members of this committee have commented many times that 
import quotas maintained by other countries have lingered longer 
than balance of payments considerations would justify. I would like 
to call to the attention of the committee that these countries have 
bureaucracies whose vested interest is in the perpetuation of quotas, 
that these bureaucracies are joined by all the domestic groups whose 
interest is common with theirs, and that it is a major surgical opera- 
tion for the governments concerned to eliminate such quotas, regard- 
less of the merits of any individual case. 

That is precisely the function and the purpose of the GATT, to 
insure that quotas are not used for protective purposes—putting 
an absolute limit on quotas, which completely frustate the competi- 
tive process. Tariff barriers, no matter how high, can be leaped by 
resourcefulness and ingenuity, but not quotas. 

They put an immutable limit on imports; no advance in technology, 
no skill in design, no appeal to the taste can surmount them once the 
import limit is reached. Not only the law of the land but all the 
favored interests, entrenched by the law, stand ready to prevent such 
transgression. 

The GATT stands ready to fight that kind of a concept. It is 
essentially an American idea and ideal that private enterprise and 
free competition should govern the production and distribution of 
goods. We have fought for such a concept since the last war. 

We are convinced that it is in our interest and in the interest of 
greater productivity, fuller development, and higher standards of 
living for the entire world, that such a concept be accepted every- 
where. 

Can we now, possibly by our own action, renounce this doctrine, 
abandon our faith, and adopt the methods of those whom we have been 
urging for 30 years to recognize the merit of ours? We all know we 
cannot. Even those on the committee who oppose this bill would 
be the last to suggest such a course, if they could be persuaded to 
consider it in these terms. 

Quotas are pernicous, evil, proliferating, and self-aggrandizing. 
They offend our basic devotions and our history. I would urge the 
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committee to wholly reject them as un-American, in the truest sense, 
for it is not without reason that, with the possible exception of France, 
those countries which maintain extensive quota systems are precisely 
the countries with a tradition of greatest government intervention 
into private economic affairs. 

I would like to comment briefly on the subject of adjustment. 
Fast, effective adjustment to the demands of the market place and to 
the dictates of opportunity is the story of American economic growth. 
This is what we call the dynamics of the American free enterprise 
system. 

It is something to be proud of. Because of it, and because of our 
high productivity, competitive imports are no threat to the American 
economy. Many American manufacturers have, in fact, benefited 
from the spur of competition. Some have converted to products 
they could make more profitably. 

All of this is part of what should be a never-ending effort to make 
the most efficient use of our land, labor and capital. 

The Cuatrman. Mr. Taft, how much more time will it take you? 

Mr. Tarr. I can condense it some, I think, sir, if you would like 
me to. 

The CuarrMan. I think you have taken 40 minutes already. It 
makes no difference to me. 

Mr. Tart. I have this problem, Mr. Chairman. I tried to meet 
those matters that have not been answered in committee hearing and 
that is why I have asked to be the last witness normally, and I can 
certainly submit most of this. 

There are one or two things I would like to say verbally and then 
I will submit the paper. 

The Cuarrman. If there is no objection, see if you can conclude 
within the next 10 minutes. 

Mr. Tarr. I will be glad to do that. I do want to say what I 
have to say about Mr. Percy because of the testimony of Mr. Det- 
weiler of Argus, which I think requires an answer. 

In 1955, Mr. Charles Percy, president of Bell & Howell, a com- 
pany in the photographic equipment field, highly competitive both 
at home and abroad, told this committee how foreign competition 
hurt their sales of the 35-millimeter camera. 


It was at this time— 
Mr. Percy said— 


that Bell & Howell first began to appraise its attitude toward our national trade 
policy * * *, We decided * * * we had no right to ask the American people 
to pay a higher price for foreign cameras simply because we had decided to go 
into this particular field. In 1952, we discontinued production of the camera. 


You will remember that testimony, Iam sure. He went on to talk 
about glass, which they also made and about its severest competition. 
He says: 


Labor cost is by all odds the most important single element in my company’s 
cost structure. I think that this can be most dramatically illustrated in lens 
manufacturing where we have a great deal of foreign competition. 

Here is the raw glass required in the manufacture of a 14-inch f/1.9 Bell & 
Howell lens. Here is the aluminum required for the metal lens mount. The 
value of the glass and the metal required for the entire lens is only 43 cents. After 
molding, grinding, polishing, centering, cementing, coating and assembling, the 
finished lens has a value of $87. 
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Yet, despite the tremendous labor content of our lenses we are able to compete 
with manufacturers in Japan, England, France, and Germany. 

I understand that Mr. Detweiler testified that Mr. Percy for Bell 
& Howell, was buying cameras in Japan and selling them in the 
United States. 

I have here a letter from Mr. Percy, dated March 12, which I am 
authorized to read in part to this committee. He says this: 

We have not signed any agreement of any kind in Japan and to the best of my 
knowledge are buying nothing from that country. 

He told me this morning on the telephone, having checked further, 
that they are not buying anything in Japan. 

Also, the number of new Japanese motion-picture cameras, many of which are 
identical copies of Bell & Howell products, is on the increase. Despite this, 
however, we have not changed our position one iota and, as you know, Mr. E. L. 
Schimmel of our company recently testified. 

Incidentally, our own employment since my testimony has increased from 3,300 
to 4,000 despite greatly increased foreign competition in our world markets. 

Now a word about the adjustment question. 

I strongly endorse the principle of government assistance to such 
companies, workers, or communities to help them carry out adjust- 
ment programs which they themselves have designed. There are 
several bills in the congressional hopper on the subject, one of them 
introduced by Congressman Eberharter of this committee. 

That kind of legislation deserves very high priority indeed, and 
ought to be part of the trade agreements bill. 

The unemployment of recent months is mainly in the automobile- 
steel, aircraft, and nonelectrical machinery industries. These in- 
dustries do not suffer from import competition. As far as foreign 
trade is concerned, they have an important stake in exports. For 
example, net exports of nonelectrical machinery have over the past 
5 years increased in importance compared with domestic sales. 

I refer also to the aircraft industry. As to machine tools, I want 
to answer the industry’s complaints. It says: 

Imports from Europe are much more important today than they were in the 
postwar years when European machine tool builders were rebuilding their fac- 
tories. Not many vears ago, imports accounted for only a small fraction of 
domestic production. 

Today, they amount to 30 percent and perhaps more in certain areas. The 
picture is not uniform throughout the industry because some machine tool builders 
face more foreign competition than others. 

This statement as typed is a direct misrepresentation, perhaps 
unconscious. The imports of machine tool in 1957 were 4 percent of 
domestic production and in 1956 2 percent, not 30 percent. On page 
4, Mr. Myers says: 

The export picture is no more favorable than the import picture. There was 
a time when machine tool exports accounted for around 30 percent of entire 
United States production. But in recent years, the proportion has been about 
10 percent and there is no sign of any improvement. 

This is again a direct misrepresentation, which can hardly be un- 
conscious. The exports of machine tools in 1957 was 19 percent of 
production. Since production was down over 1956, exports were 
obviously a favorable factor in counteracting the domestic drop. 
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Production for 1957 was down 20 percent from 1956, but exports were 
up 28 percent. 

The hard core of protectionism in the United States are the chem- 
ical people who even fight customs simplification designed to prevent 
the most constant restrictions and frustration for our importers. 

I have quoted here a very interesting article just published in 
Forbes Magazine. I am sure that the members of this committee 
will recall that the argument made by the chemical companies has 
constantly been that the real competition is in synthetic organics 
where they have to stick to the batch process, a high labor-content 
operation, and that, therefore, they have to be protected for that. 

I have in my hand four pages from the Monsanto Magazine for 
February—March, 1958, which I would like to offer for the record. 

The CuarrmMan. Without objection, it will be so inserted. 

(The document referred to is as follows: ) 


The late Max Kuniansky, former executive vice president and a recognized 
United States authority on foundry techniques, summed up the development of 
shell molding this way: 

In this country the foundry equipment industry is carrying a tremendous 
program to the end that the process can be adapted to high-speed production as 
practiced here in Lynchburg. The resin manufacturers (including Monsanto, 
Ed.) are devoting a great deal of research to the end that they may develop better 
resins, release agents and technology in the practical application of the resin 
mixtures to the pattern plate. Many foundry organizations are busy reducing 
the findings of the other two groups to practice. 

“‘With so much research work focused on this field,’’ Kuniansky added, “it 
seems most likely that this process will become a very important addition to those 
now available to the foundry industry.” 

His predictions now reality, Lynchburg shell molding products include, among 
others, sprockets and gears for farm machinery; covers, housings and clutch plates 
of heavy road equipment; transmission parts for automatic gear shifts in auto- 
mobiles; front head castings for refrigeration equipment and crankshafts, plates, 
and cylinder heads for home air conditioners. 

One member of the LFC organization sees only good things on the horizon for 
his industry’s stepchild. ‘The shell molding process can no longer be considered 
new,” he reminisced. “And yet, so different was it from other existing molding 
techniques that the intervening years have only slightly dimmed its luster.” 


Meet Our Newest Farm Hanp 


A character in the 18th-century satire, Gulliver’s Travels, declared that ‘“‘who- 
ever could make 2 ears of corn, or 2 blades of grass, to grow upon a spot of 
ground where only 1 grew before, would deserve better of mankind, and do 
more essential service for his country, than the whole race of politicians put 
together.”’ 

Discounting a certain amount for author Jonathan Swift’s scalding hatred of 
politicians, there is a lot of truth in what he wrote. Ever since the waters of the 
Great Flood receded and gave the land back to Noah and his descendants, men 
have been trying to grow two ears of corn where only one grew before. 

They have succeeded notably, with some help from nature and from science. 
In recent years the contribution of science has been particularly important. 
Today commercial fertilizers are a vital part of the whole agricultural picture. 

But the fertilizer industry grows more complex—and more competitive—each 
year. The individual manufacturer faces a host of problems: How to keep pro- 
duction costs down; how to select the best combination of raw materials; how to 
keep up with the competition and with the growing demand for better grades of 
fertilizer; and, once these choices are made, how to fit them into the physical 
ability of a given plant to produce. 

Monsanto is now in a position to offer the fertilizer manufacturing industry 
help with these problems. With its new fertilizer pilot plant used in connec- 
tion with its IBM electronic computer, Monsanto can now provide a means of 
looking into the complete picture of fertilizer manufacture, including economics 
and operability. 
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Almost everything hinges, of course, on selecting the right formulations, or 
combinations of raw materials. There are ordinarily 11 raw materials for use in 
fertilizer manufacturing. These 11 raw materials can be combined in hundreds of 
different ways. But the time and manpower needed to make such calculations 
and to test them in production is often prohibitively expensive. 

It takes an experienced fertilizer man anywhere from half an hour to 2 hours 
to calculate a single formulation by hand. Monsanto’s electronic computer does 
the same job in a few seconds. 

The computer method of calculation offers other advantages. It allows the 
manufacturer not only to explore all possible combinations of raw materials, but 
also to study the economics of different combinations. Many manufacturers are 
not sure they are operating in the most economical manner because they cannot 
undertake the tremendous job of hand formulating to check costs. The computer 
opens the way. 

To ensure that the job is done right, a manufacturer simply provides a Monsanto 
salesman or technical service man with data on his process and equipment, his raw 
material costs and analysis. This information is filled in on special forms, and 
transmitted to St. Louis for coding and feeding into the computer. The best 
formulations produced by the machine are turned over to the manufacturer for 
his use. 

But there is a double edge to Monsanto’s plowshare. The fertilizer pilot plant 
makes it possible for manufacturers to study the practical problems of production 
under actual plant conditions. The pilot plant can simulate production conditions 
existing in most fertilizer plants. It’s like learning to fly in a ground trainer—only 
even more realistic. 

The three types of ammoniator systems most commonly used in the fertilizer 
industry are included in the Monsanto pilot plant: the continuous TVA ammoni- 
ator, the continuous pug mill ammoniator, and the batch ammoniator. Complete 
solid and liquid feeding systems, plus dryer, cooler, screening and dust collector 
systems are also included. Many fine adjustments are possible on individual 
pieces of equipment, so that the exact conditions in a given manufacturer’s plant 
can be duplicated. 

Above and beyond the problems of individual manufacturers, however, the 
fertilizer pilot plant is valuable in the study of problems of a long-range nature 
which apply to the entire industry in general, and of problems dealing with a 
particular segment of the industry or a particular geographic area. It is a major 
tool in achieving the objectives of research, technical service, and field sales groups. 

Some typical projects: (1) To develop and demonstrate new techniques in 
mixed fertilizer manufacture. (2) To develop and demonstrate the use of various 
raw materials in mixed fertilizer manufacture. (3) To develop economical 
methods for the elimination of air pollution in fertilizer manufacture. (4) To 
refine basic data currently available to the industry through the electronic com- 
puter formulation program. (5) To study specific customer formulations and 
process problems. (6) To provide an eductional tool for keeping up to date on 
industrial technology. 

The results of research on long-range problems, such as new raw materials 
and best operating conditions for different types of equipment, will be made 
available to the entire fertilizer manufacturing industry when they are ready. 

But it is in the area of specific problems of individual manufacturers that the 
pilot plant makes its most dramatic showing. Suppose that a manufacturer is 
producing a grade of fertilizer with which he is having a good deal of trouble. 
He gives a Monsanto representative enough information about his facilities and 
raw materials to set up a trial run in the pilot plant. 

Although the new research facility can produce only a small amount of fertilizer 
as compared with the average commercial unit, it makes possible much closer 
control and more detailed study of the problem. The manufacturer probably 
could not afford to turn over his own large-scale facilities entirely to experimenta- 
tion. But from a trial run using the same equipment and raw materials, he can 
Jearn how to solve his problem. 

A manufacturer may want to try making a new grade or an old grade with a 
new combination of materials. He has neither the time nor the money to work 
it out in his own plant. By using the pilot plant with the IBM machine he can 
learn first what the economics of his problem are, and second, exactly how it will 
work in production. 

The system of formulation followed by the IBM computer is based on extensive 
plant tests and laboratory findings. The pilot plant carries testing one step 
further by checking the original data on which the system is based. Eventually 
these two tools of research may make possible even better formulation systems. 
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With the almost unlimited mathematical ability of the electronic computer, 
lus the extreme variability and controllability of the fertilizer pilot plant, 
onsanto has taken another long step in its program of customer service. 

There is an old English proverb that says: “He that counts all costs will never 
put plough to earth.” But by counting costs and all the other factors that enter 
into the making of an effective fertilizer, manufacturers are making it possible 
for modern farmers to ‘‘put plough to earth” more productively than ever before. 

Mr. Tarr. One of these pages outlines a pilot plant for the making 
of fertilizer which they are offering the manufacturers of fertilizer. 
It is a minute, shrunk down plant, and, therefore, could perfectly 
well be adapted to any size batch, and in fact the language appearing 
on the top of this machine says ‘Batch mixer.” 

This is a mechanization of what they said could not be mechanized. 

I have also outlined here something about bicycles, which I 
think is of some importance and I will read this to you. 

This has not been an efficient business. Nearly all American 
producers have at one time or another bought some constituent 
part in Europe, where obviously, bicycles are a mass-production, 
adult-customer industry, not toys. The plants have seldom been 
modern in-line operations until American Machine & Foundry built 
their new plant in Little Rock, Ark., a few years ago, I think only in 
1955 when these hearings were up. 

American producers made the big heavy balloon-tire bicycle, over 
35 pounds, and their volume went up to 2.8 million after the war to 
fill the delayed demand. Then they dropped back to a normal pro- 
duction of 1,480,000 a year. 

Then the British began to export their light bicycles and after the 
1949 currency devaluation reduced prices here, their United States 
sales went up to 800,000 a year. But in this period the American 
production increased each year from this 1,480,000, until the 1954 
recession, and that includes actually up to 127,000 light bicycles, also. 

Then the Germans and Austrians produced copies of the British 
machine, cut into British sales here, and really affected American 
production of the heavy bicycle. 

But the German and Austrian bikes did not stand up so well. 
At the same time the more energetic of the American manufacturers 
developed a middle-sized bicycle that did stand up, and besides they 
diversified in what is really a seasonal business. Dayton Huffman 
makes gas lawnmowers in the off-season. The middleweight bicycle 
is a real success and is more than holding its own. 

In conclusion, I want to emphasize this matter of national profit 
and loss. That is at the very heart of the trade-agreements program 
and of what the Congress decides in this session as to its future. 
The American economy and the very security of the United States 
have been strengthened immeasurably by the accomplishments of the 
trade-agreements program. 

It is through this machinery that the American people have their 
best chance of effectively keeping in step with the pace of economic 
developments all over the world. In the kind of world in which we 
live, even to move slowly is to fall behind. 

To revert to grossly outdated and discredited methods of trade 
policy would be folly in the extreme. 

I have some more which I do not think I need to read to you because 
it simply summarizes what I said before. 

Thank you, sir. 


TERRE re 


—— 
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(The remainder of Mr. Taft’s statement is as follows:) 


We all know we cannot. Even those on the committee who oppose this bill 
would be the last to suggest such a course, if they could be persuaded to consider 
it in these terms. 

Quotas are pernicious, evil, proliferating, and self-aggrandizing. They offend 
our basic devotions and our history. I would urge the committee to wholly 
reject them as un-American, in the truest sense, for it is not without reason that, 
with the possible exception of France, those countries which maintain extensive 
quota systems are precisely the countries with a tradition of greatest government 
intervention into private economic affairs. 

I would like to comment briefly on the subject of adjustment. 

Fast, effective adjustment to the demands of the market place and to the 
dictates of opportunity is the story of American economic growth. This is what 
we call the dynamics of the American free-enterprise system. It’s something to 
be proud of. Because of it, and because of our high productivity, competitive 
imports are no threat to the American economy. Many American manufacturers 
have in fact benefited from the spur of competition. Some have converted to 
products they could make more profitably. li of this is part of what should be 
a never-ending effort to make the most efficient use of our land, labor, and capital. 

In 1955, Mr. Charles Percy, president of Bell & Howell, a company in the 
photographic-equipment field, highly competitive both at home and abroad, told 
this committee how foreign competition hurt their sales of the 35 mm. camera. 
“Tt was at this time,’’ Mr. Percy said, “that Bell & Howell first began to appraise 
its attitude toward our national trade policy. * * * We decided * * * we had 
no right to ask the American people to pay a higher price for foreign cameras 
simply because we had decided to go into this particular field. In 1952, we 
discontinued production of the camera.” 


Mr. Percy went on to say: 


Labor cost is by all odds the most important single element in my company’s 
cost structure. I think that this can be most dramatically illustrated in lens 
manufacturing where we have a great deal of foreign competition. Here is the 
raw glass required in the manufacture of a one-half inch f/1.9 Bell & Howell lens, 
Here is the aluminum required for the metal lens mount. The value of the glass 
and the metal required for the entire lens is only 43 cents. After molding, grind- 
ing, polishing, centering, cementing, coating, and assembling, the finished lens 
has a value of $87. Yet despite the tremendous labor content of our lenses, we 
are able to compete with manufacturers in Japan, England, France, and Germany. 


This committee has already been told about a large producer of 
steel-wire products trying to persuade the union in its plant to join 
in a protest in Washington against large imports of nails and wire. 
The union refused. The company decided to invest in some new 
equipment to improve its competitive position. And the results were 
successful. 

That, you might say, is big business. Well, let’s look at some of 
the smaller enterprises, and in an industry which is one of those that 
has shouted the loudest about import competition—the pottery indus- 
try. Some of these firms have lost out because their designs were 
inferior. But look at what others in the industry have done. The 
Wall Street Journal of January 14, 1958, reported: 

Now there are signs the potters are resigned to the fact that legislative help, 
in the form of higher tariffs and import quotas, is unlikely. And they’re taking 
some vigorous steps to perk up sales on their own. 

One old-line firm from East Liverpool, Ohio, the pottery “capital,” has intro- 
duced new products—e. g., pottery birdhouses that look like flowerpots with 
shallow-domed roofs. The item has done “‘much, much better than expected.” 

There is a 60-year-old pottery firm that has boosted its sales 40 percent in the 
past 2 years. How? By doing such things as selling a manufacturer of auto 
oil filters on the idea of increasing sales of filters to dealers by arn the dealer’s 
wife a free set of dishes with each carton ordered. That filter producer bought 
100,000 sets of dinnerware. Other types of manufacturers have accepted the 
same idea. This is head-ups free enterprise. 
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We must recognize, of course, that there may be cases where a firm, its workers 
and the surrounding community are seriously injured by import competition and 
cannot with their own resources adjust to the consequences of a trade policy that 
serves the national interest. ‘There are not many of such cases. You can get 
some idea of the number of workers involved by taking the data on unemployment 
reported by those industries or, more accurately, those companies that won a 
“serious injury” decision in the Tariff Commission in the 10 years between 1946 
and 1956. The total was about 28,000 as I have already told you. 

I strongly endorse the principle of Government assistance to such companies, 
workers, or communities to help them carry out adjustment programs which they 
themselves have designed. There are several bills in the congressional hopper on 
the subjects—one of them introduced by Congressman Eberharter of this com- 
mittee. That kind of legislation deserves very high priority indeed, and ought 
to be part of the trade-agreements bill. I also support parallel legislation to help 
depressed areas, whatever the cause of their decline. 

rade-adjustment legislation has the support of both business and labor leaders. 
John Coleman, president of Burroughs Corp., proposed such a program in 1953-54 
before the Randall Commission when he was chairman of our Committee for a 
National Trade Policy, which, as you know, is a business group. The idea re- 
ceived the strong support of David MacDonald of the steelworkers union and is 
today enthusiastically endorsed by the AFL-CIO. 

This kind of program is not compensation. It is not subsidy. It is clearly an 
effort to add the marginal role of Government to the forces that have always been 
at work in our economy advancing the United States to ever-rising levels of 
productivity and ever higher standards of living. It is this movement from low- 
range employment to high-wage employment that we want to perpetuate—and, 
you will, protect. Import restrictions do not protect wages. They only slow 
down the advance from lower to higher wages. What import restrictions protect 
is not wages but prices. So the consumer also suffers. 

An important part of our advance toward higher productivity and higher wages 
is our export trade. It is generally our highest wage insustries that are our biggest 
exporters. Why? Because high wages go with high productivity, which can 
compete abroad. Those exports are important to maintaining that productivity 
and, in these recession times, especially important to the jobs of large numbers of 
workers. 

The unemployment of recent months is mainly in the automobile, steel, aircraft, 
and nonelectrical machinery industries. These industries do not suffer from 
import competition. As far as foreign trade is concerned, they have an important 
stake in exports. For example, net exports of nonelectrical machinery have over 
the past 5 years increased in importance compared with domestic sales. In the 
third quarter of 1957 they were over 15 percent of domestic sales. In construc- 
tion and mining equipment alone, net exports were a fourth the size of domestic 
sales in 1953—55—increasing to a third in 1956 and again in the first 9 months of 
1957. 

In an aircraft industry that has been hit hard by the cancellation and modifica- 
tion of Government contracts—seriously affecting areas like Connecticut, Cali- 
fornia, and Washington—exports are so important that one out of every three 
commercial airplanes they produced in each year from 1953 to 1957 was sold 
abroad. And that’s complete airplanes. We also export large quantities of 
engines and aircraft parts. 

Let me be specific about causes of present sickness in some specific industries. 
Textiles are sick for many reasons, of which probably the least is import competi- 
tion. The growth of synthetics has been a big factor. And the industry is now 
facing a price-cutting situation after overproduction. The Japanese cannot com- 
pete with our basic cotton-textile tn sene and have not tried. They could 
never supply any substantial part of the American market. All textile men, even 
the ones who complain, know that imports are only one of many factors. But 
imports are made the scapegoat. 

achine tools depend on exports. Surely they will participate in the industrial 
revolution around the world. Even while they complain of imports from Europe, 
they are selling Europe more than any other spot. 

I do not like to attack individual witnesses before this committee, but I must 
do so in the case of my fellow townsman, Mr. J. Herbert Myers. I am basing my 
remarks on his mimeographed statement as distributed March 12, 1958. On 
page 3 he said: : 

“Imports from Europe are much more important today than they were in the 
postwar years when European machine-tool builders were rebuilding their fac- 
tories. Not many years ago, imports accounted for only a small fraction of 
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domestic production. Today, they amount to 30 percent, and perhaps more in 
certain areas. The picture is not uniform throughout the industry because some 
machine-tool builders face more foreign competition than others.” 

This statement as typed is a direct misrepresentation, perhaps unconscious. 
The imports of machine tool in 1957 were 4 percent of domestic production and in 
1956 2 percent, not 30 percent. 

On page 4, Mr. Myers says: 

“The export picture is no more favorable than the import picture. There was 
a time when machine-tool exports accounted for around 30 percent of entire 
United States production. But in recent years, the proportion has been about 10 
percent, and there is no sign of any improvement.” 

This is again a direct misrepresentation, which can hardly be unconscious. 
The exports of machine tools in 1957 was 19 percent of production. Since produc- 
tion was down over 1956, exports were obviously a favorable factor in counter- 
acting the domestic drop. Production for 1957 was down 20 percent from 1956, 
but exports were up 28 percent. 

Machine tools are the basis of industrial economic growth in any advanced, or 
indeed advancing country. We are facing an industrial revolution around the 
world well beyond the 19th century. Do these machine-tool builders propose to 
share in that with energy and imagination? Or are they going to forget all the 
magic of free enterprise abroad and chew over the smaller pie in the United 
States? 

The National Electric Manufacturers have appeared this year against the trade 
agreements, which does not make sense. Their gripe was only on power-plant 
equipment bought by the United States Government. This is really “Buy 
American,” but it has led to a bitter fight by some of this group against the whole 
Trade Agreements Act. The production of this equipment was in 1956 over $2 
billion; exports were $92 million, or 444 percent of production, and imports $9 mil- 
lion, or one-third of 1 percent of production. Their statement indicates an aver- 
age of $10 million a year imports since 1953. Since Westinghouse sells such equip- 
ment in low-wage Japan, the argument sounds pretty silly. The real cause for 
Westinghouse assuming leadership in the fight against the Trade Agreements Act 
is General Electric which had perhaps 50 percent of the domestic market and in 
1957 produced $1 billion of this equipment. Since Westinghouse has exported 
something around $200 million a year of all its products, its position makes even 
less sense. 

The hard core of protectionism in the United States are the chemical people, 
who even fight customs simplification, designed to prevent the most constant 
restriction and frustration for our importers. 

The chemical business is about $24 billion a year, and its exports are about 
$1,400 million. Imports are about $270 million. But the only really competitive 
imports are synthetic organics, which cannot be much over $22 million a year or 
not over one-half of 1 percent of total sales. What sense does that make? 

On this subject I would like to quote from an article in Forbes magazine of 
January 1, 1958: 

“The year 1957 was notable for the amount of grousing chemical men did about 
rising costs and squeezed profits. Heart-rendering cries went up that the United 
States chemical Goliath needed protection against European Davids. * * * So 
far as their business was concerned, most chemical men’s dirges sounded more 
than a bit forced, the crying, as it were, of men with silver spoons in their mouths. 
The chemical industry still was growing more than twice as fast as United States 
industry as a whole. Even discounting the effect of higher prices, actual physical 
output of chemicals rose a probable 4 percent. In October, when overall industrial 
production was down 3 percent from 1956, chemical output was up 5 percent. 

“But it is the processing of the sales dollar into profits that is the investor’s 
main concern. Here almost the entire chemical industry took high marks. No 
other major United States industry could touch chemicals for sheer profitability. 
The four biggest test-tubers in Forbes’ survey have averaged a generous 17 per- 
cent return on stockholders’ equity over the past 5 years. This is a good six 
points better than the average for all large companies. As for 1957, several of 
the chemical companies were standout profit makers in the year’s generally dreary 
procession of 9-month profit statements. Crawford Greenewalt’s du Pont pushed 
profits 7 percent ahead of 1956 in the first three quarters. Eastman Kodak was 
8 percent ahead. Charles A. Thomas’ St. Louis-based Monsanto was also ahead 
by 8 percent. Stripped of the complexities of depreciation accounting, chemical 
profits looked even more impressive. In terms of cash flow-net cash income after 
paying all expenses and taxes but before deducting depreciation—the Big Four 
earned a startling 26.7 percent on book value in their latest fiscal year. Dow 
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Chemical’s ‘“‘cash”’ earnings, for example, amounted to $5.41 a share as compared 
with an $2.15 in reported earnings. Allied Chemical’s were $9.82 as against 
just $4.74. 

; Any way you measured it, chemical companies were doing well by their stock- 
holders. On average, the four biggest companies in Forbes’ survey increased 
their stockholders’ equity by an impressive 40.5 percent over the past 5 years. 
This despite the fact that every one of them passed on well over 50 percent of 
earnings as dividends, and one of them, du Pont, paid out 77 percent of profits. 
As for the profits they did not pay out—the plowback—the chemical men did 
remarkably well on reinvesting these, too. The industry’s Big Four showed an 
impressive increase in profits that amounted to a return of not less than 23.5 
percent on the money plowed back into the business. Union Carbide, that 
sprawling but smartly managed colossus, earned a fat 20 percent on its plowback. 
Du Pont, first in its class, earned 43.9 percent on a relatively small plowback. 

I want to end up with a brief story on bicycles. 

This has not been an efficient business. Nearly all American producers have 
at one time or another bought some constituent part in Europe, where obviously 
bicycles are a mass production, adult customer industry, not toys. The plants 
have seldom been modern in-line operations until American Machine & Foundry 
built their new plant in Little Rock, Ark., a few years ago. 

American producers made the big heavy balloon-tire bicycle (over 35 pounds) 
and their volume went up to 2,800,000 after the war to fill the delayed demand. 
Then they dropped back to a normal production of 1,480,000 a year. 

Then the British began to export their light bicycles, and after the 1949 currency 
devaluation reduced prices here, their United States sales went up to 800,000 a 
year. But in this period the American production increased each year from this 
1,480,000. 

Then the Germans and Austrians produced copies of the British machine, cut 
into British sales here and really affected American production of the heavy 
bicycle. 

But the German and Austrian bikes did not stand up so well. At the same time 
the more energetic of the American manufacturers developed a middle-sized 
bicycle that did stand up, and besides they diversified in what is really a seasonal 
business. Dayton Huffman makes gas lawn mowers in the off season. The 
middleweight bicycle is a real success and is more than holding its own. 

Why is this not a most appropriate working of the free enterprise system to the 
benefit of the consumer and producer both, under the protection and stimulation of 
the Trade Agreements Act of 1934 and the General Agreement negotiated under it. 

And I submit that we ought to let the free enterprise system function, as it is 
so capable of doing, in all the other fields as well. That includes lead and zine, 
and it includes oil. Those voices of “‘protection’”’ in the Congress and outside the 
Congress which demand import restrictions on commodities such as lead and zinc 
are certainly overlooking the needs of the consumers of these materials, both the 
industrial consumers and also the retail consumers—not to mention the threat 
that these restrictions pose to our efforts to strengthen free world unity and to 
expand the export trade of the United States. To restrict imports of these metals 
would do extremely little if anything to alleviate the recession in the mining in- 
dustry. Rather, it would be subordinating the overall enlightened self-interest of 
the United States as a nation—even overlooking the foreign policy considera- 
tions—to the fancied ‘protection’ of our highest-cost mines. 

Only one sector of the American economy can benefit from that kind of trade 
restriction, and that is the lowest-cost segment of the mining industry. What a 
windfall would be theirs. What a net loss to the American people. 

In conclusion, I want to emphasize this matter of national profit and loss. 
That is at the very heart of the Trade Agreements program and of what the Con- 
gress decides in this session as to its future. The American economy and the 
very security of the United States have been strengthened immeasurably by the 
accomplishments of the Trade Agreements program. It is through this machinery 
that the American people have their best chance of effectively keeping in step 
with the pace of economic developments all over the world. In the kind of world 
in which we live, even to move slowly is to fall behind. To revert to grossly out- 
dated and discredited methods of trade policy would be folly in the extreme, 

The price of the trade policy the protectionist forces are trying to foist on the 
American people is a price the American people cannot afford to pay. The cost 
to our economic growth, to the standards of living of the American worker, to the 
welfare of the American consumer, and to the national security in which producers, 
workers and consumers alike share equal concern, is too much for Americans of all 
groups and all political persuasions to bear. This is no crash program I am talking 
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about. This is a program which the American economy needs for its own eco- 
nomic welfare and incidentally one that happens to be an essential part of our 
arsenal of defense. 

If the so-called protectionists are not protecting the things that make the 
American economy strong; if they are not protecting the things that help advance 
the unity and economic development of the association of nations on our side of the 
Iron Curtain; if they are not protecting the American consumer; if they are not 
protecting the position of the United States at the international conference table, 
then, whom are they protecting? 

They say they are protecting some workers in certain industries in certain con- 
stituencies. But when you come right down to it, the protection they seek is 
only fancied protection for certain companies and the workers in those companies. 
I have said that the need for such protection against import competition is very 
small indeed, and I want to emphasize that quotas or higher tariffs are not real 
protection at all when you consider the fundamental needs of the companies and 
workers concerned. You can protect those companies and those workers by help- 
ing them use their skills and resources in the most effective way, and in that way 
help them earn higher wages and achieve higher living standards. You cannot 
accomplish that objective by restricting imports. 

I would have thought that after 24 years of the reciprocal trade agreements 
program and all that has been accomplished under it, the economic advantage of 
this kind of policy to the United States would have been clearly realized. I find 
it a shocking experience that it is still necessary for those who favor a liberal trade 
policy to have to be fighting the same battle and counteracting the same arguments 
that they were up against in 1934 and in each of the 10 extensions over the 
quarter-century that followed. This is 1958. These are times that demand 
statesmanship from all who hold positions of responsibility. I want to take this 
opportunity to call upon the Congress to raise its sights and respond responsibly 
to the realities of the times in which we live. 


The CuarrmMan. Mr. Taft, we thank you, sir, for presenting a very 
fine statement to the committee. 

Are there any questions? 

Mr. Simpson will inquire, Mr. Taft. 

Mr. Stmpson. Mr. Taft, on the first page you are talking about the 
people who support the proposal as introduced. 

Mr. Tarr. Yes, sir. 

Mr. Stmpson. You say that it is foolish to label these distinguished 
organizations by calling them selfishly motivated, and yet you go on 
and contrast the opposition, referring to the character of those of us 
who see fit to oppose, and imply that we are selfishly motivated. 

Is that your intent? 

Mr. Tarr. It certainly is as to some of those who have supported it. 
There are certain others that have a basic interest in this and my own 
support of the trade agreements program is based on the fact that I 
am concerned with the entire economy as well as the balancing of the 
employment. 

Mr. Stmpson. You have a job, too. You are hired as an attorney. 

Mr. Tarr. Yes; but this is something, as you know, that I have been 
convinced about for a great many years and wrote about long before 
I was employed for it. 

Mr. Stmpson. The question is that those of us who oppose are in 
your judgment, selfishly motivated. 

Mr. Tarr. That is not what I said. What I said here was that 
they are made up largely of the particular industries making the 
claim that they have been injured by import competition. That is 
what I said and that is what I stay with. 

Mr. Simpson. Is the converse true, that those whom you represent 
and who support the legislation are those who are profiting by the 
passage of this type legislation? 
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Mr. Tarr. They are profiting as citizens of the United States, 
which has profited by this legislation, sir. 

Mr. Stwpson. The people who are complaining are citizens of the 
United States. They make the claim that they are losing because 
of this type legislation. Yet, you condemn them and criticize their 
appearance before this committee by calling them selfishly motivated, 
and I think that that is not very complimentary on your part. 

Mr. Tarr. I expressed my opinion about them in great detail on 
a great many occasions. I have pointed out that I thought their 
position did not make sense. I still say that. 

a Srupson. What do you say with respect to the pottery industry, 
then? 

Mr. Tarr. I have a note on the pottery industry here, I think. In 
fact it is in my statement. 

Mr. Simpson. You are calling them selfishly motivated. 

Mr. Tarr. I think they are short sighted rather than selfishly 
motivated. 

Mr. Smupson. What do you want them to do? Close down their 
businesses? 

Mr. Tart. No sir, and they have not closed down their businesses 
in spite of all they said about over a great many years. 

Mr. Simpson. This morning we had testimony 

Mr. Tarr. Please, sir. I have not interrupted you. If I may 
complete my answer to your question, I have a statement on pottery 
in this statement. 

Mr. Simpson. Page 13, if I may interupt to help the a 

Mr. Tarr. All right. I am willing to stand on that. 

One old-line firm from East Liverpool, Ohio, the pottery “capital’’, 
has introduced new products; for example, pottery birdhouses that 
look like flower pots with shallow domed roofs. The item has done 
“much, much better than expected.” 

There is a 60-year-old pottery firm that has boosted its sales 40 
percent in the past 2 years. How? By doing such things as selling 
a manufacturer of an auto oil filter on the idea of increasing sales 
of filters to dealers by offering the dealer’s wife a free set of dishes 
with each carton ordered. That filter producer bought 100,000 
sets of dinnerware. 

Other types of manufacturers have accepted the same idea. This 
is heads-up, free enterprise. 

Mr. Stupson. The point that I am trying to make is that these 
selfishly motivated pottery producers are not behaving as loyal 
Americans by coming here to protest. 

Mr. Tarr. You cannot put that kind of language into my mouth. 
I have stated here in this statement exactly why I think they are 
shortsighted to oppose the Reciprocal Trade Agreements Act. 

Mr. Simpson. You suggest that they should start to make bird 
houses. 

Mr. Tarr. They are doing it and doing it successfully. 

Mr. Simpson. It was testified this morning that eight were forced 
to close down. One was listed as having been closed down as of 
today, I believe, by Mr. Henderson, one of your able representatives. 

Mr. Tarr. All I can say is that apparently, they do not dare 
submit the question of their injury to the Tariff Commission under 
an escape-clause proceeding. 
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Mr. Simpson. I do not know about that. 

Mr. Tarr. Ido. That remedy is open to them, sir, and they have 
not taken it. 

Mr. Simpson. Unquestionably they prefer to bring their case to 
the Congress, which is what you are doing at the moment. May I 
ask you this: Are you here to speak for Mr. Percy at Bell and Howell? 

Mr. Tarr. No, sir. I was here to answer the charge made against 
Mr. Percy by one of the witnesses before this committee. 

Mr. Simpson. You refer to the fact that Mr. Percy has written you 
and you cite the letter in part? 

Mr. Tarr. That is because of the testimony before this committee, 
sir. 

Mr. Stmpson. What is? 

Mr. Tart. The letter of Mr. Percy, which I read to you. 

_Mr. Srwpson. You say that he is not buying any cameras? 

Mr. Tart. In Japan; certainly I do. 

Mr. Stmpson. Or elsewhere abroad? 

Mr. Tarr. That is not the statement that was put in here. 

Mr. Stimpson. You read only part of the letter. Will you read all 
the letter? 

Mr. Tarr. With pleasure, I will read all of the letter: 


Mrs. GeorceE L. BELL: 

Dear RacuEt: I was delighted to hear that George is now getting back on his 
feet and will be back at work before too long. He has had an exceedingly wae 
session. He now deserves many, many years of good health. 

I was extremely interested in receiving the testimony made by Mr. Detweiler. 


That is the Argus Camera Co. Argus has been taken over by 
somebody else. What is the other company? 
It is a combination, Sylvania. 


I thought you would be interested in knowing the actual facts. We have not 
signed any agreement of any kind in Japan and to the best of my knowledge are 
buying nothing in that country. I have just been through the Paillard Bolex 
factory in Switzerland, our largest competitor in world markets. 

The increase in their production figures over the past 2 years is almost un- 
believable, with increases going up to as high as 100 percent on major product 
lines in the movie fileld. Also, the number of new Japanese motion-picture 
cameras, many of which are identical copies of Bell and Howell products, is on 
the increase. 

Despite this, however, we have not changed our position one iota and, as you 
know, Mr. E. L. Schimmel of our company recently testified. Incidentally, our 
employment since my testimony has increased from 3,300 to 4,000 despite greatly 
increased foreign competition in our world markets. We seem to be holding 
our own. 

Warmest regards to you and George. 

Most sincerely, 

Cuuck. 


I do not make quotations that are improper quotes on what I give 
to this committee. 

Mr. Simpson. I make the statement that Mr. Percy told me they 
were dickering with foreign producers in an effort to see whether they 
should buy lenses for parts of the cameras or the complete cameras, 
or a plant in foreign countries. 

I will let that rest there. With respect to this professor whom you 

uote, and whom I do not know, who is complaining about the fact 
that we have public hearings and that the American people were able 
to look at the books and see what Congress did when it was making up 
tariff rates, what is wrong with that? 








2612 RENEWAL OF TRADE AGREEMENTS ACT 


Don’t you want the American people to see the negotiations? Do 
you prefer it to be done across the ocean by some paid Department of 
State employees who are even unknown and everything done secretly? 
Why don’t you want this displayed to the American people so that 
they can elect or fire the fellow who makes the bad bargain? 

Mr. Tarr. I am going to read the testimony, sir. I do not think it 
will satisfy you very much. 


So far as foreign costs of production are concerned— 
this is on page 68 of the book— 


it is necessary to quote only the language of the briefs themselves. We are not 
taking time to submit comparative costs in America as compared with foreign 
producing companies for the reason that these figures are practically unobtainable. 


The citations are at the foot of the page. 


Comparative costs of production of chain in the United States and various 
foreign countries have not been ascertainable by reason of the absence of authentic 
cost records of foreign manufacturers and the broad variation among the American 
plants in the production costs of different sizes and types of chain. 

It is difficult to estimate the foreign cost of production of this material. We 
naturally have no definite information as to the cost of dry plates in the countries 
referred to, but we must assume for the sake of argument that labor as well as 
cost is a great deal cheaper in those countries than that which prevails in the 


United States. 

Mr. Simpson. That has not the slightest thing to do with my 
question. Do you want to answer the question? Why do you prefer 
secrecy in comparing the costs as contrasted with the Congress doing it? 

Mr. Tarr. I do not prefer secrecy. I am giving you the best testi- 
mony in the world to the fact that no adequate information was 
presented to this committee and nobody tried to. This was on vari- 
ous items. 

I will show you here graphic dry plates, corsets, brassiers, phos- 
phoric acids, chocolate, cocoa, earthenware, china, dry beans, fish, 
dechlorizing carbons, and so forth. Not one of those men knew any- 
thing about foreign cost of production. They said they could not get 
it and not one of them was willing to give his own cost of production. 

Mr. Simpson. Of which men? 

Mr. Tarr. Not one of these Americans that testified on these 
subjects. 

Mr. Simpson. I am talking about Members of Congress comparing 
it as contrasted with the Department of State behind closed doors 
—* these contracts, and I say that Congress should have the last 
word. 

Mr. Tarr. The Members of Congress get their information from 
the witnesses here and sometimes from the Tariff Commission. The 
administrative departments get their information from the Tariff 
Commission. 

Mr. Simpson. That is all done in secret? 

Mr. Tarr. And from the Department of Commerce. 

Mr. Simpson. May I ask you about quotas. You are complaining 
about quotas. You do not like them, do you? 

Mr. Tarr. No. 

Mr. Smwpson. Are you against them all or just some? 

Mr. Tarr. I do not believe, myself, in the effectiveness of all 

uotas, but, regarding agricultural quotas, in those items in which 
there is possibility of more than a very small import of foreign pro- 
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duction, I think they are necessary not for the protection of American 
farmers, because they are protected by the price support system, but 
for the protection of the United States Treasury. 

Mr. Simpson. So you believe in quotas under some circumstances 
if they are applied in that way? 

Mr. Tart. I am in favor of the price-support policy, if that is what 
you want to know. 

Mr. Simpson. Do you favor other countries imposing quotas 
against us? 

Mr. Tarr. No, sir; and the only way that I know of to get them 
off is by working through the General Agreement on Tariffs and 
Trade, and we ought to have the Organization for Trade Cooperation 
in order to make that operation more effective. 

Mr. Stmpson. What does GATT have to do with quotas? 

Mr. Tarr. Because GATT has a provision which does its best to 
discourage quotas of all kinds. There are certain exceptions which 
are permitted and we have several of them. 

Mr. Stmpson. With respect to lead and zinc, I understand you to 
say you do not feel that industry should be protected? 

Mr. Tarr. That is not what I said, sir. I said, and I will say now 
if I have not said it before, I think neither an increase in the tariff nor 
a quota will do any good to the lead and zine people who are com- 
plaining. 

Mr. Stmpson. What do you do? Let them suffer? 

Mr. Tarr. No, sir. 

Mr. Stupson. What? 

Mr. Tarr. I do not know what to suggest, I am frank to say, 
because you have overproduction all over the world and the thing 
that they are up against is that the manufacturers who have pre- 
viously used lead and zine are not buying as much; either here or 
any place. 

Mr. Stmpson. So you have no hopes for relief to the lead and zine 
miners? 

Mr. Tarr. I have no hope for relief until they dispose of their 
surpluses in some way, either through the Government buying more 
for the stockpile, if that is proposed, or by selling it to somebody that 
needs it. 

Mr. Stmpson. What about American petroleum producers? 

Mr. Tarr. I think that is quite a different situation. 

Mr. Simpson. What is the answer? 

Mr. Tarr. So far as I am concerned, I do not think that the quota 
system is an effective operation. 

Mr. Simpson. What would you do there? Would you propose 
voluntary agreements? Would you put teeth in voluntary agree- 
ments, or what? 

Mr. Tarr. Yes. I would personally favor that as against any 
other, but I am not particularly in favor of even that. 

Mr. Stmpson. What would you do? 

Mr. Tarr. In the case of oil? 

Mr. Stmpson. Petroleum products; yes. 

Mr. Tarr. The problem is that they are not driving their automo- 
biles as much. And the oil industry is up against it. 

Mr. Simpson. What would you do about it? There is so much 
coming in. 
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Mr. Tarr. I believe in a free economic system, Mr. Simpson, and 
apparently you do not. 

Mr. Simpson. I do not, no; not when it puts Americans out of work 
so that individuals may ‘work in Japan, and that is what you are 
advocating. 

Mr. Tart. No, sir. Japan is buying almost twice as much from the 
United States as we buy from her. When she does that she is thereby 
spending dollars here. If we reduce the amount of dollars that we 
spend to buy her goods she will further reduce what she buys from us. 

Mr. Stmpson. | don’t know about that. 

Mr. Tarr. I do, sir, and there is no question about it from the 
economic standpoint. 

Mr. Simpson. You tell me it is good business for us to send cotton 
over to Japan and sell it at lower prices than we sell it to American 
producers? 

Mr. Tarr. I did not say that. I do not prefer the agricultural 
policy of dumping cotton any more than I have testified I did anything 
else. 

Mr. Simpson. Do you think it is good policy for us to ship cotton 
over to Japan and sell it to the manufacturer over there cheaper than 
we sell it to the American manufacturer, to make it into shirts over 
there, ship it back here, and then subsidize the American manu- 
facturers who cannot buy the cotton as cheaply as the Japanese? 

Mr. Tart. I am against dumping whether it is done by the United 
States or anybody else. The minute you get into an attempt to 
operate this kind of restriction you get into just the kind of tangle 
that the cotton manufacturers are now in, coming back here and plead- 
ing to have quotas taken off on the import of certain types of cotton, 
when they cannot buy even the 12 million bales that are produced 
in the United States this year. 

Mr. Stwpson. You are boasting about what business Japan does 
with the United States. 

Mr. Tarr. I am not boasting about anything. I am simply trying 
to answer your question and give you facts. 

The CuarrmMan. I have always been reluctant to inject myself 
into a debate between two such outstanding Republicans as you two 
gentlemen. The last time I did they both took out after me. 

Mr. Tarr. I am sure I never took out after you. 

The CuarrMan. Not youtwo. The last time I did it two Republi- 
cans took out after me. However, for the convenience of the stenog- 
rapher I hope that you will be mindful of the fact that he can only 
take down the statement of one of you at a time. 

Mr. Tarr. I apologize, sir, to you and to Mr. Simpson, for inter- 
rupting him, but I will say that he started it. 

Mr. Simpson. I do not deny it. You antagonized me by referring 
to some of the industries which I think are quite innocent, like the 
chemical industry. You have kind of a beef against them, don’t you? 

Mr. Tarr. No, sir, I cannot understand why the chemical industry 
takes the position it does in view of the figures that I have submitted 
here and I submitted 3 years ago. 

Mr. Srupson. Because they are interested in national security. 

Mr. Tart. No, sir, they have never made an argument that to me 
has justified their claim on national security. They have never gone 
to ODM in order to try to get it tested. 
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Mr. Simpson. At the same time, they are invited all the time to 
build plants around the world and then when Mr. Weeks was testifying 
here he saw fit to demonstrate that Monsanto Chemical Co. did have 
plants around the world. 

Mr. Tarr. That is why I say I just do not understand the position 
of Monsanto, whom I represented for a 2-year period some 10 or 12 
years ago, especially Mr. Queeny, in connection with this issue. 

[ think he ignores and does not even look at the amount of foreign 
business which his company does which is extremely well operated, 
extremely well done, and I do not think he takes a good look at the 
competition that he has set up which has been able to knock out 
imports when he really put his mind to it. 

Mr. Stmpson. Principally, he wants to provide jobs for American 
citizens. 

Mr. Tarr. And he is doing it very successfully. 

Mr. Stmpson. I will read only an excerpt from a letter because the 
parts I left out refers only to routine business: 

It is a fact that since the war, either alone or with foreign nationals, we have 
established manufacturing facilities for plastics and chemicals in many foreign 
countries, including Argentina, Mexico, France, Japan, and have added to prewar 
facilities which Monsanto operates in England and Australia. 

In each of the countries the governments gave every encouragement to the new 
production by increasing tariffs on the products concerned or by prohibiting their 
entry, in order that the new ventures might be successful. 

In every case, corporate income taxes paid in these countries are substantially 
lower than comparable income taxes in the United States. In every case our 
foreign enterprises earned more money in 1957 than in 1956, whereas, the reverse 
was the case in our domestic operations. 

I submit that this man was forced to do that by importation from 
foreign countries to whom we have made concessions and they then 
impose low quotas or barriers, and irrespective of what they promised 
they have not kept their word in this important field. 

Mr. Tarr. Your statement read from the letter was tariffs, not 
quotas, and I would further point out that many of those countries 
which you named are not in the General Agreement on Tariffs and 
Trade. 

Mr. Simpson. What does that have to do with it? 

Mr. Tarr. A lot, because the general agreement is one that would 
forbid them doing just that without negotiations. 

Mr. Simpson. Forbid whom? 

Mr. Tart. Forbid those countries from putting on additional re- 
strictions without negotiations. 

Mr. Simpson. Of course you know they have put on many restric- 
tions without negotiations. 

Mr. Tarr. I do not know that. 

Mr. Stimpson. Answer me this please: Has our country ever under- 
taken to collect compensatory payments on account of restrictions 
that the foreign countries have imposed under GATT? 

Mr. Tart. I cannot answer that directly. They may well have done 
so. I think they have, but there are not very many cases in which 
they have withdrawn concessions that they have made under the 
general agreement. 

There are many cases in which we have, but there are very few in 
which they have. 

Mr. Simpson. They have imposed barriers. 
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Mr. Tarr. They have imposed barriers. 

Mr. Simpson. They have devalued their money and imposed bar- 
riers and we sit down and enjoy it without seeking compensatory pay- 
ments. Every time we try to protect any industry we bargain and 
pay compensatory payments. 

Mr. Tarr. I can only say that your interpretation of what has 
uappened in GATT is totally erroneous. I stated what I thought it 

-as before and your interpretation is not correct. 

Mr. Simpson. You and I are quite close despite our differences. 

I have just one little bit more. I really cannot understand your 
references to this national defense issue. What is your position with 
respect to section 7? Do you want to take it from the bill? 

Mr. Tart. I do not know what you are talking about. I am sorry. 
I do not quite understand. 

Mr. Stmpson. You know the national security amendment. 

Mr. Tarr. Certainly, 7A; I am not suggesting that it be taken out 
I do not think I like it particularly, but that is not what I said. 

Mr. Simpson. Do you want it left in? 

Mr. Tarr. I do not think it really provides very much protection, 
for defense purposes, although I will certainly concede there are some 
circumstances in which there should be such protection. 

Mr. Srmpson. And you would like to correct this section? 

Mr. Tarr. No, I am not suggesting a change in the section. 

Mr. Simpson. Do you want to leave it as it is? 

Mr. Tarr. I am not suggesting any change in the section. 

Mr. Simpson. Do you want us to leave it as it is? 

Mr. Tarr. I have answered your question. I am not suggesting 
any change in the section. What I said was that I saw no justification 
whatever in what the Dorn bill tries to do, which is to put it in the 
Tariff Commission and take it away from the administration. 

Mr. Simpson. I am not alking about the Dorn bill. 

Mr. Tarr. I am. 

Mr. Simpson. That is one of the many bills before the Congress 
ae you pick out one and draw our attention to that, and that is all 
right. 

“Mr. Tart. I picked it out because it was endorsed by the chemical 
people and by the textile people. 

Mr. Srmpson. Philip Reed testified yesterday representing the 
General Electric Corp., and in the final analysis said he was for the 
bill with or without an amendment which he proposes but the amend- 
ment was designed to, and I assume would, tighten up very consider- 
ably this area of national security on the quite understandable belief 
and desire which he has to protect the defense of the United States and 
I know you agree that we should do that. 

Mr. Tarr. I do, sir. It is simply a question of what protects them. 
What protects them in my judgment, is the increase in skills and 
productivity and that is promoted by the utmost in competition. 

Mr. Simpson. If it means the elimination of certain areas of 
production, then you have to agree with me that we are not helping 
that particular segment. 

Mr. Tarr. I do not agree that there is more than a negligible elimina- 
tion of production in the United States by reason of imports. I have 
given you the figures, sir, on all the escape clause cases over 10 years 
and they only show a reduction of 28,000 in all the jobs that were 
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lost for any reason, not just imports, and it shows only 113,000 em- 
ployed in all of those industries. 

You have heard about velveteens. There are 1,200 people em- 
ployed in making velveteens. In the briar pipes there are 1,600 
employed in it. We have a national work force of 66 million. 

Mr. Simpson. I am talking about things like hydroelectric turbines, 
the big things that are necessary to the Nation’s security and it was 
testified by Mr. Reed that they cannot be made abroad to be de- 
pended upon in time of emergency. 

Mr. Tarr. I do not agree with that. The spare parts are in 
Canada and are available as other witnesses have testified. 

Mr. Srmpson. At one time one of the gentlemen told me that they 
had plants in Canada kept up by the foreign countries and they could 
bring in the parts. 

Mr. Tarr. That is right. 

Mr. Stmpson. They do not. I am not sure, but what you were the 
gentleman that was under that impression. 

Mr. Tarr. I stated it when I testified 3 years ago; I have it on 
very good authority and I am entirely willing to accept it, sir, and I 
would point out also, that so far as powerplant equipment is con- 
cerned, that most of equipment is produced and sold to American 
companies and that probably 85 or 90 percent of the total business is 
sales to American companies by American companies. 

The complaint of Westinghouse is certainly General Electric, not 
foreign competition. Westinghouse sold powerplant equipment in 
Japan, which is supposed to have the lowest wage rates of anybody. 

Mr. Stimpson. Do you object to the Japanese buying the best 
equipment they can buy? 

Mr. Tarr. No, sir, but I am telling you that they sold it there in 
competition with the Japanese electric or whatever the name of the 
company is, to Japanese for Japanese powerplant production. 

Mr. Stupson. I suppose you recognize that we made them a loan 
so that they would have the money to pay for it? 

Mr. Tarr. Certainly, sir, but then they still had the choice of 
buying their own and not having to use any foreign exchange at all. 

Mr. Simpson. Then, it was a case of getting our money if they 
would buy our equipment, which is all right, too. I always enjoy 
these discussions. We always come to such firm conclusions. 

Mr. Tart. I have in my statement something about the electrical 
industry that I did not read to you. 

Mr. Simpson. One other question and I am quite serious on this, 
as on the others. 

Mr. Tarr. I am serious all the way through. 

Mr. Simpson. When this existing law expires in June, there will be a 
vast area of authority in the hands of the President, which has not 
been used to reduce existing rates. Why do they want, if you know, 
this increase of authority to make further cuts? 

Mr. Tarr. I can tell you very readily, sir, there is a very specific 
answer which applies also to the length of the extension, and that is 
that the six nations in the European market are starting their nego- 
tiations almost immediately to set up tariff barriers against the 
outside world and eliminate tariff barriers within their own boundaries. 
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This negotiation will go on for the next 4% years. It is an extremely 
critical one for our trade, 14 percent of which goes to the six nations 
and 28 percent of which goes to the other 11 that may ultimately 
be included in this and for that reason it is essential that we should 
have some neogitating authority in order to make sure that we do 
not lose out because of these European developments. 

Mr. Stmpson. But we have a vast amount of authority which the 
President has not used. 

Mr. Tarr. Then he has been careful and I would say he has been 
properly careful, sir. 

Mr. Simpson. Because he has not enough to do it in that period 
in his judgment and in the judgment of most of those who have looked 
into it. 

Mr. Tarr. I cannot answer that as a technical matter because I 
am not an expert in that field. 

Mr. Stmpson. If he had used in certain areas the maximum as he 
has, any new draft of authority would permit further cuts in those 
areas where the maximum was used within the last 3 years. That is 
correct, is it not? 

Mr. Tarr. I have not looked at the language of the bill, sir. If it 
does that and you think it should not, then it can readily be corrected. 

Mr. Stmpson. Would you help me correct that? 

Mr. Tarr. I am not drafting the bill. I have never presumed to 
tell the committee how to draft a bill. 

Mr. Simpson. You have done pretty well if you have not presumed. 
You tell us all right. 

The CHarrmMan. Mr. Boggs will inquire, Mr Taft. 

Mr. Boaes. Mr. Taft, I noticed on page 1 that in your list of sup- 
porters you left out people like President Eisenhower, and Secretaries 
Weeks, Dulles, and Benson and Mitchell. They are supporters, I 
suppose, are they not? 

Mr. Tarr. Yes, sir. I assume that some of them at least are coming 
back here next week to tell you so. 

Mr. Boaes. You classified the United States Chamber, and the 
League of Women Voters, and the General Federation of Women’s 
Clubs, and others as being in the public interest 

Would you classify the President and the others as being in the 
public interest? 

Mr. Tarr. Certainly, sir. I was only trying to define the organ- 
izations that were associated with ours in supporting this legislation 
outside of Government. 

Mr. Boaes. This is not the first time that President Eisenhower 
as this program, is it? 

Mr. Tarr. No, sir. He ran on that platform in 1952. If Mr. 
Cenerazzo voted for him knowing that, he slipped. 

Mr. Boaas. I imagine some other people voted for him on that? 

Mr. Tarr. I am sure they did. 

Mr. Boaas. That does not include me, but some other people. 

Mr. Tarr. I might persuade you to be a Christian, Mr. Boggs, if 
you move north of the line. 

Mr. Boaas. I hope you do not persuade me to do either one of 
those things. With further reference to that book that you were 
reading from, that Mr. Simpson seemed to object to, [I do not know 
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who that professor is, but in the quotes that you gave us did you not 
quote the late Senator Taft? 

Mr. Tarr. That is not in the book. I got that quotation from a 
CBS broadcast, if you would like to have it. 

Mr. Boaas. You quoted from Senator Vandenberg? 

Mr. Tarr. Yes, sir. 

Mr. Boaas. And I think you quoted from one of the authors of 
the Smoot-Hawley tariff, did you not? 

Mr. Tarr. No. 

Mr. Boaes. Was it Senator Watkins? 

Mr. Tarr. Senator Watson. He may well have been an author of 
it; yes. 

Mr. Boaas. He was a Republican, was he not? 

Mr. Tarr. Oh, yes. 

Mr. Boaas. I think all the people you quoted were Republicans. 

Mr. Tarr. They were. I like to quote Republicans. 

Mr. Boaas. What they said was they were just confronted with 
pandemonium. Those are not their words. They are mine. 

Mr. Tarr. That is correct, Mr. Boggs. I promised the chairman 
that I would attempt to, in this testimony here, give you a better 
summary than I was able to give here in mineograph form and will try 
to do that for this committee and for the Members of Congress. 

Mr. Boaes. I am asking you now to philosophize a bit. Under 
what concept is it that would give us as a body of 435 people here in 
the House and 96 in the other body some superior knowledge in 
technical tariff and quota quetions? Would it not be logical to assume 
that our friends would be logrolling us all over the lot and that we 
would be deciding whether we got some concession from somebody 
else? The idea that there would be great wisdom as a result of this 
delegation to the Congress is just utterly silly? 

Mr. Tarr. Mr. Boggs, the conclusion that Mr. Schattschneider 
arrives at, and it seems to me thoroughly sound, is that it is impossible, 
literally impossible for the Members of Congress to know about these 
items, and that they end up, therefore, being almost forced, without 
any suggestion of improper influence or anything else, to consider 
every item on the same basis whether or not the facts about the industry 
really would sustain it if you went into it on a theoretical basis. So 
that they end up with things on there that really nobody is asking to 
have put on. 

It is impossible for them to go into those things and this book 
certainly demonstrates it. I started my connection with the tariff 
a long way back. I remember riding in a White House car on a hot 
evening out in Rock Creek Park while my father discussed with Senator 
Jonathan Bourne of Oregon the problem of the wool tariff under the 
Payne-Aldrich bill, so that I began a long way back with this kind of 
thing and it was brought back to my mind by reading this book, with 
some of the detailed descriptions of what is known on the outside, 
just a part from what may have gone on in the way of pressures 
behind the scenes. 

Mr. Boaas. In other words, what is proposed in the Dorn bill and 
these other proposals is just a regressive step. It is a step backward. 
It is nothing new. We have been up and down this hill, haven’t we? 
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Mr. Tarr. I think that is correct, sir, but I think there has been 
more effort to go back to that this year and in the last 2 years than I 
remember previously. 

Mr. Boaes. That is not what I mean. I mean that the proposal 
advanced in the legislation is not a new proposal. It is something 
that the Congress put up with for a long time and did not do very well. 

Mr. Tarr. That is right. I am sure it was the experience under 
the Smoot-Hawley Act that led the Congress to support the Reciprocal 
Trade Agreements Act in 1934. There were so many of them that 
had gone through it and they never wanted to see it again, 

Mr. Boaes. Do you feel that if we adopted these proposals we 
would have more of what some of the opponents have complained 
about; that is, more reciprocity, less quotas on the part of other 
countries, or less barriers to our commerce going in, or would not the 
inevitable be more of all that? 

Mr. Tarr. I think it is demonstrated, Mr. Boggs, that there would 
be more—by the experience between 1929 and 1939 as compared with 
the experience between 1945, 1946, and the present. In that first 
period there was a tariff wer continuing all the time with quotas and 
all the other kinds of restrictions put on. It was bad enough to start. 
with. 

As we got into the depression period, and especially as the Nazis 
‘ame in, and the bilateral agreements were made by them with various 
Latin American and other countries, this kind of restriction had to 
be met by retaliation and the result was that you had a period that 
cannot be described as anything but a trade-restriction war. 

Since 1946 there has been absolutely nothing of that kind. The 
tariff rates have either been held or reduced and the number of quotas 
so far as the foreign countries are concerned has gone down steadily 
since their original immediately postwar height of all items, so that 
they are at a very much lower point. 

Germany, which has always had the highest tariffs, has substantially 
reduced them, and in our own case, exce opt for quotas which we have 
increased since 1946, we have also gotten our tariff down considerably, 
so that the contrast between those two periods demonstrates the truth 
of what you are suggesting, that if you go back to the old one, there 
is no possible doubt that you will go back to that kind of a trade and 
tariff war. 

Mr. Boces. And with respect to the type of investment abroad 
about which Mr. Simpson was commenting—TI don’t know whether 
he was complaining about it or not—does not the lack of convertibility 
of currency and the imposition of these quotas make some of this 
type of investment essential, and if you again do what he suggests, 
in place of getting less of that, if it be an evil thing, it would seem 
to me that you would have more of it. 

Mr. Tarr. There is no question about that. The foreign invest- 
ments would be forced, because you could not get your goods through 
the walls of restrictions set up by those other countries. 

Mr. Bocas. In connection with the General Electric Co. testimony, 
I guess you are familiar with the fact that the General Electric Co. 
has about $2 billion in defense contracts and that General Electric, 
next to General Motors, I believe, has more Government contracts 
than any company in America. 
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The testimony that I saw before this committee showed that the 
total amount of foreign heavy electrical equipment sold in this country 
in the years complained about was 1 percent. 

Are you familiar with those figures? 

Mr. Tarr. I think that is correct. My recollection is that the 
imports were something like $4% million in the last year. 

Mr. Boaes. One percent of the total, and to me it is perfectly 
astonishing that one should come here and ask us to write specific 
language into the act to cover his case, where the amount of alleged 
injury is 1 percent. 

The Cuarrman. Mr. Boggs, I think it would be interesting at this 
point in the record to call attention to the fact that in the course of 
his testimony Mr. Reed pointed out, I think in answer to Mr. 
Simpson’s questioning of Mr. Reed, that even though the committee 
should not write into this bill the particular language which he sought 
to have us write in, he would still support an extension of this program. 

Mr. Curtis. Will the gentleman yield? 

The CuarrMan. Mr. Reed supported the program, Mr. Boggs. 

Mr. Tarr. Mr. Chairman, ] can give you the figures. 

Mr. Curtis. They cannot come in on the basis of injury at all. 
They made it very clear they were talking about national defense. 

Mr. Boaes. That is what I was talking about. I was talking about 
the national defense. I was talking about 1 percent. 

Mr. Curtis. I know, but they cannot claim injury. 

Mr. Boaes. The claim of injury would be utterly fantastic, just 
as fantastic as is the national defense argument, incidentally. 

Mr. Tart. I think it fair to say, Mr. Chairman, if I may, that 
although Mr. Reed has not done so, the Westinghouse committee 
and its officers have bitterly fought the trade agreements program 
even though their interest is the same as that of General Electric, 
which is primarily on the defense end. 

I have the figures here, Mr. Boggs. The production of this equip- 
ment was in 1956—that is powerplant equipment—in the United 
States over $2 billion. The exports were $92 million, or 4% percent 
of production, and the imports were $9 million, or one-third of 1 
percent of production. 

Mr. Boaes. Which, of course, confirms the statement that I made 
that to come in and ask for an injury determination, is, of course, on 
the face of it, palpably ridiculous and it is also likewise ridiculous 
on the national defense basis. 

It seems to me that so much of this business is locked up with this 
recession that is going on now; is that not a fact? 

Mr. Tarr. It has been, sir, yes. 

Mr. Boaes. Obviously if we got to selling fewer automobiles and 
fewer automobiles are on the road, it just means that there is less 
demand for gas and oil, and petroleum, and lead that goes into making 
the batteries, and steel, and all of the countless products that are 
involved. Is that not so? 

Mr. Tarr. Aircraft, automobiles, and nonelectrical machinery are 
three of the main sectors of unemployment. The fourth one also 
listed by the Federal Reserve Board was steel. 

Mr. Bocas. And none of those as far as I know suffer from import 
competition, do they? 

Mr. Tarr. No, sir, none. 
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Mr. Boaes. Those are the ones that are suffering most at the 
moment from the recession? 

Mr. Tarr. Yes. I would say textiles are, too, Mr. Boggs. Al- 
though they were not listed by the Federal Reserve Board in that 
statement, the textile industry has also been suffering. 

Mr. Boaes. When you attempt to apply this across-the-board pro- 
tection, is it not inevitable, particularly in the case of raw materials 
such as minerals and metals, that you must protect the inefficient and 
penalize the efficient? 

Mr. Tarr. Mr. Boggs, the lead and zine controversy would illus- 
trate this certainly. Lead and zinc were raised and held to a com- 
bined price of about 29 or 30 cents, during the period from about 1955, 
I guess, for the next 2 years, 1954 perhaps, and then during that period 
many of those who are now complaining were not able to produce and 
sell their lead and zinc either, because it would take perhaps 18- or 
19-cent zinc for some of those mines to be opened. 

The price has now gone down to I think 10 cents for zine and the 
combined price probably to not much over 20 or 21 cents. Under 
those circumstances St. Joe Lead and New Jersey Zine are both able 
to make a profit, even at that lower price, because they have higher 
grade ores to produce. The others are not. 

However, if the remedies that have been suggested were put on, it 
still would not help the high-cost mines under any circumstances and 
the only thing that it would do if it did actually raise the price, which 
I have great doubt of, would be to increase the profits already being 
made at the lower cost by New Jersey Zinc and by St. Joe Lead. 

This is what often happens, and I suggested it in my statement: 
The protection of this sort may help the tail enders but it may also 
give windfall profits to the more efficient producers. 

Mr. Boges. Was not one of the theories involved in the enactment 
of the Smoot-Hawley Act that the enactment of this legislation would 
rescue certain industries which were in trouble and would reverse the 
downward trend which was noticeable at that time and restore pros- 
perity, and is it not a fact that just the opposite happened, that these 
industries continued to decline and that none of them showed any in- 
crease in prosperity as a result of enactment of that legislation? 

Mr. Tarr. I would not quite put it that way, Mr. Boggs, actually. 
I was certainly against the Smoot-Hawley bill. I am against it now. 
I think it was a very unfortunate enactment, but I do not think you 
can blame the downturn on the Smoot-Hawley bill. 

I think there are other considerations. It certainly did not reverse 
the downtrend in any respect. I would agree with you if that is 
what you are asking me, yes, sir; it did not reverse the downtrend 
and I doubt if anything in the way of tariff increase or tariff reduction 
would do so in those circumstances. There are other considerations 
that lead to the depression that of course have been discussed at great 
length in other places. 

Mr. Bocas. In light of the current recession to which you refer in 
your principal statement, is it your feeling that the turn of our policy 
from a somewhat liberal approach to a much more protectionist a 

roach, as is proposed by some of the opponents of this program, would 
be helpful to the American economy, reflected nationally and inter- 
nationally, or would it be harmful? 
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Mr. Tarr. I would say that across the board it would clearly be 
harmful. So far as the specific harm, it would probably come by cer- 
tain actions which did have immediate effects as compared to certain 
other actions that might not in fact have any effect on foreign trade, 
but there is no question that since European countries are apparently 
holding up, and are not yet affected by any recession here in any 
serious way, it would be most unfortunate if we should do anythin 
that would prevent the continued sending of our exports there, with a 
the jobs involved, and that certainly could happen if you stopped 
buying in those European countries. 

That is why the proposal in connection with foreign aid for stopping 
all purchases in the foreign countries seems to me a great mistake. 
For instance, the distinguished Senator from Michigan suggested, I 
think yesterday or today, that there should not be any purchase of 
trucks in Japan for use in Japan by the military in connection with 
the military foreign aid. 

I would only point out that Japan buys from this country exactly 
twice as much in vehicles and machinery—that is one category—as 
we buy from them, so that if we start buying it here and shipping it 
there so that the dollars go here and do not go there, we sim ” give 
them the machinery and certainly they are going to lose employment 
in their plants, and they are going to have less dollars with which 
to buy our goods, and that goes right back to vehicles in Detroit; so 
it cannot work trying to get here everything you need abroad. Buying 
everything here inevitably will produce a reduction in our exports 
and that means in our export employment. 

Mr. Boaes. Thank you very much, Mr. Taft. 

The CHartrMan. Mr. Curtis will inquire, Mr. Taft. 

Mr. Curtis. Mr. Taft, I want to get a little clearer that interchange 
in regard to the testimony of the representative of the General Electric. 
I think the record will show that the case that you were trying tomake 
had nothing to do at all with injury. They made it very clear that 
they were not talking on that score at all. 

It was entirely a question of national defense as to whether or not 
in time of war these things would be available. 

Mr. Tart. I so understand, Mr. Curtis. 

Mr. Curtis. I think it is very important that that be realized. 

Mr. Tarr. I did point out, however, that in the case of Westing- 
house they have opposed the Trade Agreements Act because of their 
feeling growing out of the defense item on the other matter. 

Mr. Curtice. That could be of course. One thing I might say in 
regard to that that concerns me was the very fact that all the con- 
tracts that were let to foreign concerns on supplying turbines were by 
governmental agencies and apparently they cannot crack the private 
sector of our economy, which led me to wonder whether there was an 
arrangement. ‘There are so many different private power companies 
that I do not believe that there would be an arrangement, but what 
it did suggest to me was that maybe our procurement practices were 
being affected by other than economic reasons. 

Mr. Tart. I would not think so. I would think that the explana- 
tion of that would be that there are not very many situations in the 
electric-power industry, I think, where a company is starting some- 
thing which is completely new. 
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It is normally enlarging its existing facilities or, even if it is in a 
somewhat different location, it is building facilities which may have 
the same source of parts, the same source of services and so on, and 
therefore, if you have continuing companies that have been in business 
for a long time, you are much more likely to have them reluctant to 
take somebody other than the one whom they have been buying from. 

That is the reason that Westinghouse has a hard time to break in on 
General Electric in the same field. 

Mr. Curtis. It may be, but that seems peculiar. 

Mr. Tarr. That would be my own interpretation. I never have 
asked about it. I think it is an interesting point. 

Mr. Curtis. The main thing I want to dwell on is that you point 
out in your second sentence that this committee has noted that the 
witnesses appearing to support this legislation this time outnumber 
those who oppose it. 

I hope you are not presenting that as an indication that we are 
going to have an easier time getting this bill through in this particular 
Congress because I would say that the judgment of most of us and 
most observers,. Members of the Congress, even before the session 
started, was that we were going to have a very difficult time. 

Mr. Tarr. I was not suggesting that. I was simply pointing out 
that this is what has happened, and, while it is true that some part of 
this is because of our committee and some associated with us who 
have asked various businessmen who have always had an interest but 
never came down here before to come down and testify, I think it is 
therefore significant not of what the sentiment in Congress is but of 
what a more general sentiment among business is so far as the witnesses 
are concerned that came down. 

Mr. Curtis. I had no misconceptions about the congressional situa- 
tion. It is one observation that Congress tends to reflect pretty much 
the grassroots thing of the people, not so much the witnesses who 
might appear, because the arguments are the same, even though the 
people may change a little bit. 

One thing I want to point out is you mention the AFL supporting 
this, but AFL had a very definite change in their support because I 
asked them the question if they did not get these two provisions that 
they thought ought to be in there, one in regard to their proposed 
trade adjustment provision and another which I supported myself. 

Mr. Tarr. The AFL-CIO are strong supporters of the trade agree- 
ments program. They have also advocated a trade adjustment 
program. 

Mr. Curtis. I know, but the question posed to them was, ‘‘Suppose 
it is not going in. Do you still want to support the Reciprocal Trade 
Act?” and their answer was that they would cross that bridge when 
they came to it. 

I suggest that they were at the bridge right then, but that is a very 
significant fact. 

Mr. Tarr. I talked to Mr. Meany on a great many occasions. I 
certainly would not want to speak for him. I can only say thet I 
really think you had better wait until you do reach that bridge. 

Mr. Curtis. We are there, because the point was made right then 
and there that, if we were going to go into such a thing as the trade 
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adjustments proposals, which are an entirely new idea, we would 
have to go into that. 

We have legislation and this committee did not announce hearings 
on that subject, so that is why I suggest that we were at that bridge. 

Mr. Tart. I cannot speak for the AFL-CIO. 

Mr. Curtis. No, but I was pointing it out because you mention 
these people. Certainly the American Farm Bureau Federation 
quotas on many of their commodities. You have referred to the one 
group as being not selfishly motivated, but I think all Americans have 
some selfish interests. 

I hope they are enlightened, but, as far as I am concerned, this 
committee is interested in trying to find out what the facts and argu- 
ments are, not who appears. 

Mr. Tart. Mr. Curtis, Mr. Simpson insisted on putting in my 
mouth the words ‘‘selfishly motivated.” I have not put that in my 
statement. 

Mr. Curtis. I regret to say that it was there. I will read it to 
you and the implication is clear: 

It is foolish on the face to label as only selfishly motivated the AFL-CIO, 
the United States Chamber of Commerce * * * 

And then there could be only one purpose in putting that in, because 
the next group contrasts with these groups, you say. 

Mr. Tarr. I will stand on the contrast as it is stated here. I only 
put that in because—— 

Mr. Curtis. I regret it is there because I think we have a hard 
enough job trying to get into the facts of these cases without getting 
into who is for what and because of what. 

I am more interested in what the arguments and the facts are. 
There is one thing that you have pointed out and I was very much 
interested, as I always am, in your documentation that there had 
been no damage created to American industry. 

One argument you use is the argument that these people do not 
utilize the machinery of the escape clause. Many of them testified 
and there seems to be some basis for it that that machinery is so 
awkward and the results so unpromising that they do not utilize 
that. 

I would suggest that the sentiment that has grown up year after 
year in the Congress which can indicate only one thing, disturbance 
of the people at the grassroots level, is more indication that probably 
there is damage, or at least people think there is. 

I have suggested for some many years here that if there is damage 
or people think there is damage, the best thing you can do is to set 
up the proper machinery so it can be tested and it looks to me as if 
we have not had the proper machinery in the escape clause. I don’t 
know whether you were in favor of the escape clause in the beginning, 
but most of the people who now use it and refer to it most are saying 
that here is their opportunity, were the very people who opposed it. 

Mr. Tarr. I would only say that what you are really interested in 
here is what is the definition of damage, because it is claimed con- 
stantly by those who say they are injured, and certainly in a very 
large part of the cases, that the foreign imports have taken a larger 
proportion of the market than they used to have, even though those 
companies are moving very successfully still and increasing their sales 
in what they are doing. 
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Mr. Curtis. I regret to say that we have had some pretty detailed 
statements of specific damage. I would say damage is loss of jobs. 

Mr. Tart. Which ones are you thinking of? 

Mr. Curtis. I was thinking of the testimony in regard to clothes- 
pins, little business. 

Mr. Tarr. The clothespin manufacturers as a whole have steadily 
increased their production, although they have lost their proportion 
of the market. 

Mr. Curtis. However, the point is you have actually had the sole 
support of a community gone out. I am not going to review all these 
things because frankly my point is not the question of whether the 
damage is real or unreal. 

If it is unreal, as you say it is, then for heaven sakes let us establish 
the machinery so it can be brought out and these people at least feel 
that they have had their day in court or that you can point to the 
fact that they did have adequate machinery. 

Mr. Tart. In the case of clothespins, he did increase the tariff, and 
they did win their escape clause case. 

Mr. Curtis. And they were damaged, at least according to their 
testimony, but I want to get away from that specific thing and talk 
about procedures, because that is what I am concerned about. 

It is the feeling that the escape clause procedures are inadequate 
to get their case heard. It is the feeling of the witnesses and others on 
the peril point that when negotiations are made that they had no 
opportunity of having their case presented. 

I frankly know this, as a lawyer, as you are, that where we lose 
cases many times where we have had an opportunity to present them 
before the courts and feel we had a fair hearing, we can accept it. 
I am disturbed as a lawyer about these procedures that the Congress 
has set up or has failed to set up whereby industry, agriculture, labor, 
whoever, thinks that they are aggrieved have the opportunity of 
readily presenting their case. 

There is no question of the costliness involved in the present escape 
clause procedures, nor is there any question about how long and drawn 
out it is, and there is no question that a small business just cannot 
do anything about it unless he operates through a trade group, but 
many of them cannot even do that. 

I again come back to this other thing. People who before us were 
arguing for extension of reciprocal trade are the ones now who point 
up the fact that the escape clause is there and yet they are the very 
ones who opposed this being put in. That is why I ask you, Were 
you one who opposed the putting in of the escape clause provision? 

Mr. Tart. I was in the State Department when the voluntary 
escape clause was first put in the Mexican agreement. 

Mr. Curtis. How about the Congress putting it in? Were you 
opposed to that? 

Mr. Tarr. I don’t remember what year it was. If it was in 
1948 

The CuarrmMan. 1951, as I recall it. 

Mr. Tart. The escape clause was in sooner. The peril point was 
in in 1951, but I think the escape clause was in the Republican bill 
of 1948, if I am not mistaken. 

The Cuarrman. That was the peril point. 
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Mr. Tarr. Jt was the other way then. I didn’t testify in 1951, 
sir. I was quite occupied and running for Governor in Ohio at that 
stage. I was in the State Department when it was put into the 
Mexican agreement with my approval in 1943. 

Mr. Curtis. That was a bilateral agreement? 

Mr. Tarr. Yes, sir. That is where the escape clauses started. In 
fact, all the general provisions of GATT come out of specific bilateral 
agreements. 

Mr. Curtis. Let me ask this: You do favor the present escape 
clause? 

Mr. Tarr. I am willing to accept it, sir. Iam not asking to have 
it taken out. 

Mr. Curtis. You are not asking that it be improved? 

Mr. Tarr. I have no objection to that. I am for improving the 
procedure, certainly. I must say that one of the principal things 
that ought to be improved is the procedure in customs courts, because 
that keeps out more goods than the whole tariff put together in my 
book. 

Mr. Curtis. I would go along with any procedure as far as that 
is concerned. I think it is a cruel thing to set up what is supposed 
to be a remedy when your procedures clog you up so that you cannot 
get it. I don’t care which side is involved. 

Mr. Tarr. I have tried to get a foundation to provide the funds 
to make the kind of study of the procedure in the customs courts 


like those that have been made of the criminal courts, and I do favor, 
certainly, if anyone would put up the money, a study in escape clause 
proceedings, with a careful measurement of how long it takes from 


the time you file to the decision and attempt to determine whether it 
is the litigants or whether it is the Commission or who it is that slows 
it down. 

I think that would be very helpful, sir. 

Mr. Curtis. I appreciate your statement because I feel very 
strongly about that. 

Mr. Tarr. I do think the two ought to be put together. 

Mr. Curtis. I personally would go right along because I again say 
that whenever you set up what is supposed to be a remedy and then 
clog the procedure you are doing a cruel thing. 

I was very much interested and you did say you supported some 
sort of a trade adjustment provision. It seems to me that is a very 
cumbersome and unrealistic approach to the problem, and actually a 
tariff which would only reflect whatever differential there might be in 
the costs of the importing industry would be the easier way. 

Mr. Tarr. I am sorry [ cannot agree with your last statement on 
the basis of all the evidence that I have ever heard on the subject. Let 
me start with one. 

Mr. Robert O’Brien, who was for a long time a Republican minority 
member of the Tariff Commission, has testified before this committee 
in the past that he thought it was impossible to determine the difference 
between the cost of production at home and abroad. 

The National Electrical Manufacturers Association in 1954 made a 
study for that reason. Let me put it this way. It was the National 
Industrial Conference Board who did it for the NEMA. 

Mr. Curtis. It is not necessary to measure the exact cost. The 
differential need not be a complete equalization. A differential would 
attempt to evaluate what is the net difference in all of these things. 
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You have lightly pointed out the positive ones. You get better 
productivity out of more skilled labor, but I am simply arguing as a 
technician that if a tariff were imposed simply as a differential, not 
an equalizer, that would be a more liberal way of meeting the problem 
of unemployment as a result of import damage to industry which you 
say you want to do something about when you propose this trade 
adjustments provision. 

Mr. Tart. All I can say is I do not think that would do it because 
you have in all the cases certainly where you have that sort of an item 
in the tariff companies that have completely different costs among 
themselves. 

Mr. Curtis. We are talking about specifics. 

Mr. Tarr. Therefore you may be helping one and you may also be 
giving windfall profits to another which is operated more efficiently. 

Mr. Curtis. We are not talking about that. We are talking about 
one that is actually damaged. Let us take your case. You have recog- 
— by your proposal that we do put some in on a trade adjustment 
angle. 

You recognize that there are damages in a specific area. That has 
already been pinpointed. I am simply saying that it is a more liberal 
way of handling that to have that problem reflected in a tariff differ- 
ential than it is to go to the cumbersome machinery, and I might say 
you get into the economic implications of the Federal Government 
going into an area and deciding what that particular industry—people 
are going to refrain for and so forth, than you would if you utilize a 
tariff differential to meet that problem. 

Mr. Tart. I think you are not presenting what I would like as an 
adjustment proposition. 

Mr. Curtis. You referred to what Mr. McDonald suggested. 

Mr. Tart. I am referring to what Mr. Coleman presented to the 
Randall Commission, which is in our original booklet of reeommenda- 
tions, and this is not one which puts the Federal Government into any 
such thing at all. What it does is this: 

It simply gives assistance to local initiative in attempting to get 
new businesses in to replace or in attempting to permit a particular 
company on its own choice to transfer to another item or, if they wish 
to do so, to improve their own productivity. 

Mr. Curtis. Then just for the sake of this discussion, which cannot 
be comprehensive but just brief, you would not be approving’ the 
Forand bill, which the CIO-AFL have? 

Mr. Tart. I have not seen it. 

Mr. Curtis. It is the bill on trade adjustments which the CIO-AFL 
referred to in their testimony, and it followed out the original thinking 
as proposed by Mr. McDonald, I believe it was, who had a minority 
view. 

Mr. Tart. He did. 

Mr. Curtis. Having recognized that there is this damage, I simply 
raise the question, how is the better way to handle it, and I agree 
with the way you have described the quotas; I am fully in accord. 
I would say I think maybe you do agree that tariff is probably the 
most liberal of all the trade barriers. 

Mr. Tarr. Yes, I would certainly say so. I may say this was the 
Jong-time position of the American Tariff League until about the last 
3 years. 
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Mr. Curtis. I know, and I would say maybe the same thing would 
apply to the tariffs as a more liberal way of handling this eae of 
trade adjustment. 

There is one final thing I did want to comment on. I think that 
in your attack on the proposed Dorn bill, you have created a straw 
man. ‘There is nothing in there, nor does your statement of what the 
Dorn bill is, indicate that there is anything in there, that would have 
us go back to the Smoot-Hawley method of writing tariffs. 

Quite the contrary, your statement of his bill has the Congress in 
the position of reviewing, and the Tariff Commission doing essential 
functions along with starting out with a base from which we start, 
so I do not believe that your criticism has been directed against 
either the Dorn bill or any other bill. 

Mr. Tarr. What I say in my statement is this, Mr. Curtis, and 
what I said in addition to what is in the statement, because I realized 
that this point you are now talking about would be made. 

What I said was that if the Congress has to decide whether to pass 
on a complete restriction of the tariff made by the Tariff Commission 
and veto it or not veto it, I assure you that this will get the Congress 
into individual rates and individual groups of rates. Mr. Dorn, I 
understand, admitted that himself this morning in his testimony before 
this committee and that is my political judgment. I do not see how 
this Congress is going to possibly review a total revision of the tariff 
without getting into the individual rates. 

Mr. Curtis. Is it your interpretation of that bill that it calls for 
immediate revision? 

Mr. Tart. No, sir; but I am saying that if that bill is passed, there 
will be so many applications from those who feel that the present 
tariff rates, as reduced under the Trade Agreements Act, are too high 
that you will have many applications for revision of the position by the 
Tariff Commission. That is my political judgment about it. 

Mr. Curtis. In your statement on page 3, you say: The President 
under the present proceeding has to specify what he intends to 
negotiate. 

Mr. Tarr. He has the final say. In this case the Tariff Commission 
does. 

Mr. Curtis. I again say, you are putting it that Congress has to 
get in all this. I am saying that Congress is only in the position of 
maybe reviewing one or two, because right now you have your peril 
point proceeding where they do establish certain levels, and this is 
simply a question of review, not going back to the Smoot-Hawley 
tariff. 

I am not harping for this bill but I was disturbed in that I did not 
think your criticism was directed to the bill. I thought you were 
creating a straw man. I do not think anybody that I have heard 
wants to go back to the procedures of writing tariffs-in the Congress. 

Mr. Tart. I say to you, if you take it away from the President and 
you put it in the Tariff Commission with a veto in Congress, you are 
going to within 5 years have a complete revision of the tariff agree- 
ment by the Congress. 

Mr. Curtis. Leave the veto of the Congress out for the moment. 

Mr. Tarr. But it is in the bill. 

Mr. Curtis. I say for the moment leave it out so we can discuss 
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You presently have a situation under your peril point procedures 
where you do just that, except for the veto of the Congress, so I 
do not see that you are creating an entirely different picture and that 
is why I suggested that this was more in the nature of a strawman 
that you have set up to knock down. 

Mr. Tarr. Not in my judgment. I do not present strawmen 
if I can help it if I know it. 

Mr. Curtis. We will let the record show what it is. One final 
= You would not agree, I presume, that section 336 of that 

ariff Act of 1930, equalization of costs of production, should become 
part of the Trade Agreements Act? 

Are you familiar with that subject? 

Mr. Tarr. No, sir; I believe it absolutely impossible. 

Mr. Curtis. Yet, that is somewhat along the lines that were 
suggested by the AFL-CIO, that in the negotiations we get exactl 
what was set out there, try to find out what the economic differentials 
might be in regard to producing in this country and abroad. 

The importance of it lies in the fact that although you are advocating 
what you say is a free enterprise, you recognize that this country 
imposes many standards that are burdensome as far as cost is concerned 
for social reasons on our own producers. 

Mr. Tarr. I question that. I question whether they reduced 
productivity. I suggested that, on the contrary, they increase it. 

Mr. Curtis. Maybe they do, but aren’t you willing to examine into 
the economic facts, or shall we just take your conclusion? I think if 
you examine into them you will find in many instances they did, but 
certainly why do you want to disregard digging into them? 

Mr. Tarr. I am not asking anybody to disregard digging into them, 

Mr. Curtis. I am asking that they be included. 

Mr. Tarr. This is the first time that I knew that differences in 
cost of production were part of the discussion in negotiations. I am 
not saying they are not. It is the first time it has been called to my 
attention. It is a very interesting point. 

Mr. Curtis. That has been one of the troubles in my judgment, 
that they have not been, although I am happy to state it seems that 
there is going to be a change on that because I certainly think we are 
going to achieve one of the purposes of the Trade Agreements Act, 
which is to build up the economies of these countries abroad through 
our trade, that we had better adopt some consideration for fair labor 
standards, and, incidentally, that is spelled out very nicely in section 
336 of the Tariff Act of 1930. 

Those are economic factors that it seems to me you would want to 
have our trade negotiators go into and negotiate. 

Mr. Tarr. So far as the labor standards abroad are concerned, it 
is my opinion, and this is supported by the most competent labor 
people that I know, the only way you can do it is through the con- 
ventions of the ILO. 

I think that very great progress has been made in that way and I 
would say that in the countries which are our principal competitors, 
apart from Russia—TI am not talking about that; I am talking about in 
the free world—theirs are just as high as ours, and usually their taxes 
are almost as high, maybe higher. 

Mr. Curtis. I would say that the progress under ILO, although 
there has been some, is not very fast and the proposals originally were 
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presented, of course, that GATT was to be part of that mechanism, 
because it was felt that trade could be an important factor in doing 
that and yet, the position that you take is that as far as trade is 
concerned, we continue to ignore them. 

Mr. Tart. I am not suggesting we ignore them, sir. I am saying 
that trade in itself raises those standards. As it is doing in the United 
States in the difference between various regions, they gradually raise 
the standards. 

Mr. Curtis. Would you object to incorporated in the Trade Agree- 
ments Act a provision that calls attention to these various standards 
so that they are proper subject for discussion in our negotiations? 

Mr. Tarr. I would say this, sir: that if you are talking about some 
sort of incentive which thereby reduces the restriction, whatever it 
may be, based on the improvement in those standards, this is utterly 
unworkable. 

If you are saying that you want to put in there that they should 
discuss that and they should attempt to raise those standards in 
other countries, that I would be for. 

Mr. Curtis. That is one step that is possible; incentive would be 
another. I have actually proposed incentive, but regrettably they 
have not been discussed up to date and I am happy to hear you say 
you think they should be discussed. 

I think section 336 of the Tariff Act, section 2A, does not really 
have more than that, to require that those things be paid attention to. 

Mr. Tart. I think, Mr. Curtis, you do not take into account the 
utter absence of any adequate statistics in other countries which are 
required to be furnished the Government or which are available in 
any other way in order to compare costs of production abroad and 
at home. 

Mr. Curtis. I might say I do take into consideration that because 
I have been one of the main stimulants for getting these economic 
statistics that these foreign countries produce evaluated. Our Joint 
Economic Subcommittee on Statistics has just recently completed at 
my request a survey of international statistics and the valuation of 
them under U. N. I think considerable work is being done, so why 
not encourage that instead of taking this ostrich approach? 

Mr. Tart. I am not taking a negative attitude. I am just saying 
if you are trying to arrive at methods by which you are going to 
increase restrictions or that interfere in any way with the general 
process of the Trades Agreements Act, I am against them. 

If it is a question of getting more information on improving and 
increasing international trade, I am certainly for it. I know some- 
thing about the statistical operation because my daughter is a labor 
economist. She made the first study of cost-of-living statistics in Italy 
and in Greece about 10 years ago, and I know that they have been 
considerably improved. 

That was under the mutual security program. 

Mr. Curtis. Here is the point: I think you must recognize that 
everyone is in favor of more trade, even the people you call protec- 
tionists. They think there are various ways to get more trade. 
I disagree with them, but I certainly think that the surest way of not 
getting more trade is not examining into these various proposals such 
as I suggested here. 
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I say examine into it and find out if it will. I suggest this: The 
opposition that has developed to the Reciprocal Trade Act has come 
about through the failure of those who have promoted it to look into 
these criticisms, and I would not just pass them all over as if they are 
the result of selfish people who don’t understand their own business, 
I suggest they do know their business and I suggest the important 
thing is to find out what is really i in their craw and what is really 
disturbing them, what economic factors lie at the base of this ching: 
but ignorance is not going to solve it. 

Mr. Tarr. Mr. Curtis, I talked at great length to the chemical 
people. I have talked before them. I have never had an answer to 
the presentation I made 3 years ago. I never had an answer tothe 
presentation which is repeated here, and, if you remember, they have 
a $24 billion industry and they exported $1.4 billion, I think, last year. 
Chemical imports are only $277 million, and they have stated on a 
number of occasions to me at least that only really competitive items 
are in the synthetic organic field and that doesn’t amount to much 
over $22 million in imports. 

I just don’t understand the position they take on foreign trade. 
The only explanation I can give is that they were brought up as 
protectionists and they won’t change until they die. 

Mr. Curtis. I don’t think you listened too carefully to what they 
said, because they break it down just exactly like what was presented 
on the legal industry, to pass off their statement as if it were on the 
basis of damage when actually it was on another basis. 

I have suggested, and I don’t know that I am right, that the real 
problem in the chemical industry lies in the fact that under modern 
technological development our patent laws don’t adequately protect 
the amount of money you sink into research and development. It 
is a complicated theory, but the more I review it the more I think 
it is. However, I am satisfied that those gentlemen do know their 
business. I know they are not isolationists, because they have 
many plants abroad and they have the ability to build some pretty 
substantial industries. 

When I find it is not only chemicals, but other industries and men 
who do see beyond their nose, I don’t like to pass that off as their 
being blind. I would like to rather think that there is something 
serious involved in there that we better dig into and find out what 
it is, even if they don’t know it themselves. 

Mr. Tarr. I think it is clearly a question of competition. Phthalic 
anhydride is one of the ones in this category that I just mentioned. 
When they were forced to change they did. 

Monsanto built a semi-automatic plant and they cut the price 
from 66 cents a pound down to 22 cents a pound, but they didn’t do 
it until they were forced by imports to do it. 

There is another one, which is anhydrous ammonia, which cost 
something like $70 a ton before the war. T hey were ’ pushed into 
a modern European process that got the price to $30 a ton during the 
war and they pushed it right back up to the old price of $80, $85 a 
ton afterward. 

Mr. Curtis. And in many instances they solved the problem by 
just building their own in a foreign country. 
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I am talking about some problems having been solved by building 
their plants abroad which may or may not be in the best interests of 
this country. 

Mr. Tarr. I think it is in the best interests of this country, certainly. 

Mr. Simpson. I just have hopes of getting the last word, Mr. 
Taft. 

Mr. Tarr. The committee always has that privilege, Mr. Simpson. 

Mr. Simpson. I even have my doubts about that, but I do want to 
refer to that nice company back in Ohio that makes the pottery 
birdhouses that look like flower pots with shallow domed roofs. Then 
you say the item has done much, much better than expected. The 
company advised me that they have spent $20,000 advertising the 
birdhouses to date and they have only sold $10,000 worth. They 
don’t feel too good about it. 

Mr. Tarr. You have quick methods of communication, Mr. 
Simpson. 

Mr. Simpson. That is all. 

The CuHarrMan. Mr. Taft, I know you are somewhat exhausted 
because you have been on your feet now for better than 2 hours. We 
appreciate very much your coming to the committee and being with 
us today and giving us the benefit of your views and the very fine 
manner in which you have responded to the questions. 

Thank you, sir. 

(The following material was submitted to the committee:) 

Natronat MACHINE Toot BurLpeErs’ ASSOCIATION, 
Cleveland, Ohio, April 4, 1958. 
Hon. WitsuR D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Sir: In testimony before your committee on Friday, March 22, 1958, Mr. 
Charles P. Taft challenged certain statements I made to the committee on 
March 12, 1958. I must take personal and industrywide exception to Mr. Taft’s 
remarks, and I ask that this letter be inserted in the record immediately following 
his testimony. 

Mr. Tafi’s statements 

I am especially concerned by Mr. Taft’s statement that I made “direct mis- 
representations” about the statistics for machine-tool exports and imports. 
Mr. Taft says that my “misrepresentation”’ of the import statistics was “perhaps 
unconscious.” But he characterizes my statement about the export statistics 
as a “direct misrepresentation which can hardly be unconscious.” 

Actually, I made no misrepresentations, conscious or unconscious. As I shall 
show in detail, I used sound statistical data and made valid estimates from that 
data. Mr. Taft, on the other hand, has used incorrect figures and drawn improper 
conclusions from other figures. 

Machine-tool exports 


Mr. Taft’s attack upon the figures I used for machine-tool exports was as 
follows: 

“On page 4, Mr. Myers says: 

“*The export picture is no more favorable than the import picture. There 
was a time when machine-tool exports accounted for around 30 percent of the 
entire United States production. But in recent years the proportion has been 
about 10 percent, and there is no sign of any improvement.’ 

“This is again a direct misrepresentation, which can hardly be unconscious. The 
exports of machine tools in 1957 was 19 percent of production. Since production 
was down over 1956, exports were obviously a favorable factor in counteracting 
the domestic drop. Production for 1957 was down 20 percent from 1956, but 
exports were up 28 percent.”’ [Italic added.] 

There are two machine-tool statistical centers in the United States that compile 
and publish export-production percentages. They are the Metalworking 
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Equipment Division in the Department of Commerce and the statistical depart- 
of the National Machine Tool Builders’ Association. The latter maintains a 
constant liaison with the governmental statistical agencies, and it literally lives 
with machine-tool figures. In my judgment it has come as close as possible to 
overcoming the admittedly complex statistical and reporting problems in this 
area. My report was based on its records. 

I have checked back with officials of the Metalworking Equipment Division, 
and they assure me Mr. Taft’s export percent of 19 percent for 1957 is inaccurate 
and unsupported. They further state that the NMTBA methods and procedures 
used in arriving at an export percentage of 10.7 percent for machine tools (cutting 
type) in 1957 are correct. The Metalworking Equipment Division arrives at 
an export percentage of 12 percent for 1957 because it uses a broader definition 
of ‘machine tools” than that adopted by the association. 

My testimony was based on the National Machine Tool Builders’ statistics for 
cutting-type machine tools. This was because the statistics for forming types 
have only recently become reliable, and I was talking in terms of trends that go 
back several years. When I testified before the committee, I had the following 
table before me: 


New machine tool exports (metal cutting types), 1951-57 


Total industry Foreign Percent foreign 
shipments 
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The machine tool industry is extremely complicated and the various types of 
statistics which can be compiled are manifold. It is almost impossible for a person 
who is not a specialist to weigh and properly evaluate all facets. If he is not 
careful, he ends up by comparing apples with oranges. This is what Mr. Taft 
must have done in calculating the percentages he gave to this committee. 


Machine tool imports 


Mr. Taft’s attack on my testimony about machine-tool imports was as follows 
“TI do not like to attack individual witnesses before this committee, but 
must do so in the case of my fellow townsman, Mr. J. Herbert Myers. I am basin® 
my remarks on his mimeographed statement as distributed March 12, 1958 

On page 3 he said: 

“*Imports from Europe are much more important today than they were in the 
postwar years when European machine-tool builders were rebuilding their factories. 
Not many years ago, imports accounted for only a small fraction of domestic 

roduction. Today, they amount to 30 percent, and perhaps more in certain areas. 
he picture is not uniform throughout the industry because some machine-tool 
builders face more foreign competition than others.’ [My italic.] 

“This statement as typed is a direct misrepresentation, perhaps unconscious. 
The imports of machine tools in 1957 were 4 percent of domestic production and 
in 1956 2 percent, not 30 percent.” 

Mr. Taft’s percentages appear to represent the relationship between total 
imports into this country and total United States production as reported by the 
Department of Commerce. The percentages appear to be mathematically correct, 
but they are statistically misleading. In citing them to this committee, Mr. Taft 
has not taken account of three very important factors. 

In the first place, his figures for United States production include both general- 
purpose and special machine tools. By special machine tools, I mean the large 
automated transfer machines used in the automobile industry, the equally large 
skin and spar milling machines used in the aircraft industry, and machines of a 
similar character designed for the production of specific articles. General-purpose 
machines are the basic machine tools such as engine lathes, turret lathes, redial 
drills, shapers, milling machines, grinding machines, and sawing machines. 
Foreign machine-tool builders have not yet been able to ship special machines into 
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the United States market in any significant quantities, and their competition with 
domestic builders in this country is limited almost exclusively to general purpose 
machines. So before a meaningful ratio of imports to domestic production can 
be calculated, special machines must be eliminated from the denominator of the 
fraction. Mr. Taft has not taken this into account. 

Nor did Mr. Taft take into account the difference between consumer price and 
tariff value. In order to bring the figures into focus, it is necessary to appreciate 
that the Department of Commerce import figures he is using represent the tariff 
value of the foreign machines while the production figures with which he compares 
the import figures are based on the price of United States machines. ariff 
value usually represents the price at which the machines are offered in the country 
of origin. This is always less than the price at which the machines are sold in the 
United States because to the tariff value must be added import duty, transporta- 
tion, ocean freight, insurance, importers’ charges, distributors’ sales and service 
commissions, and profits. Tariff value is also very much less than the price of the 
United States machines which the foreign machines will replace. For example, 
in the recent Air Force request for quotations I described to the committee, the 
tariff value of the foreign shapers was about $112,000 while the average price of 
the United States builders was about $300,000. So for comparative purposes, 
import statistics must conservatively be multiplied by two (three in the case of 
shapers) in order to obtain a figure which can be used in a calculation involving 
the price of United States machine tools. Ouly in this way is it possible to arrive 
at comparative machine-tool units. 

Mr. Taft was also talking in terms of 1956 and 1957 domestic production. As 
I explained to the committee, 1958 production will probably be less than half of 
1956 and 1957 production. But there is nothing whatever to suggest that machine- 
tool imports are falling off. Even according to the figures Mr. Taft is using, they 
increased 50 percent in 1956 and they increased an additional 50 percent in 1957. 
Our foreign competitors are saturating their other markets and they are directing 
an unparalleled sales effort at the United States market. 

When I said that today machine tool imports amount to 30 percent of produc- 
tion, I was speaking in terms of general purpose cutting type machines, not spe- 
cials. I was adjusting tariff value to price. And I was talking about projected 
1958 imports and production. In rereading my statement I can see how this may 
not have been altogether plain. I am glad of this opportunity to clarify my 
position. 

Incidentally, I mentioned to the committee that the association was in the 
proeete of making a survey of the imports of certain general purpose machines. 

can now report that a specific count survey of radial drills is virtually complete. 
It covers imports for 1957 and indicates very plainly the industries that are using 
foreign machines, the precise machine type, the foreign builder’s name and the 
country of origin. 

According to the survey, 340 radial drills were imported into this country during 
1957. Domestic production was 705. So the import ratio was about 48 percent. 
Actually, a survey of this kind is bound to lead to understatements of the import 
ratio. It is practically impossible to locate every radial drill that was imported in 
1957. If reported machines yield a ratio of 48 percent, the actual ratio is some- 
what higher. 

Now here is what is happening to the United States production of this extremely 
important machine tool. As compared to the 340 radial drills imported in 1957, 
we exported a mere 52 of which only 19 were new. The others were used or 
rebuilt. |Our exports have dwindled to this very low figure from former exports 
of 489 units in 1947, 584 units in 1946, 380 units in 1945, 354 units in 1939, 230 
units in 1938, ete., This is a dangerous situation and needs immediate corrective 
action if we are to retain a strong national defense base. 

There is no reason whatever to believe that there is anything special about the 
radial drill situation. Foreign radial drills are not markedly better or worse than 
other foreign machines. The price differential in favor of foreign radial drills is 
no more than the differential that is found in the lathe, the milling machine, the 
shaper, or the other general-purpose machine tool markets. The import ratio of 
radial drills at 48 percent in 1957 proves what is happening or what may soon 
happen to our production, exports and imports of the most basic general-purpose 
machine tools. What has already happened to the radial drill, has or will cer- 
tainly happen to other machine tools if conditions are not remedied promptly. 
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The machine tool industry and the ‘industrial revolution around the world” 


Mr. Taft’s remarks include the following statements: 

“Machine tools depend on exports. Surely they will participate in the indus- 
trial revolution around the world. Even while they complain of imports from 
Europe, they are selling Europe more than any other spot. 

* * * * * * * 


“Machine tools are the basis of industrial economic growth in any advanced, 
or indeed advancing country. We are facing an industrial revolution around the 
world well beyond the 19th century. Do these machine tool builders propose to 
share in that with energy and imagination? Or are they going to forget all the 
magic of free enterprise abroad and chew over the smaller pie in the United States?” 

Of course the machine tool industry is “‘selling Europe”’ to the best of its ability 
The point, which Mr. Taft misses, is that European trade barriers make this 
selling very difficult. In the area of general purpose machines it is virtually 
impossible. So manufacturers of general-purpose machines have a very small 
export market. But these same manufacturers face stringent competition from 
foreign machine tools in their own domestic market. The foreign trade barriers 
are higher—very much higher—than our low tariff wall. 

As T testified; the machine tool industry is not asking for any subsidies or any 
other special governmental assistance. It proposes to share in the “industrial 
revolution around the world”’ with all the energy and imagination at its command. 
It hopes that through its efforts it can put more and better goods within the 
reaches of the world’s peoples. Meanwhile, it is mindful of its duty to provide an 
adequate base for defense production. It believes that the laws dealing with 
reciprocal trade should provide a means whereby it can achieve these ends. 

Respectfully, 
J. Hersert Myers. 


STATEMENT IN RE ReciprocaL TRADE AGREEMENTS EXTENSION ACT, AS 
AMENDED, Firep spy MaAssacHusetts FIsHERIES ASssocIaTION, INc., THOMAS 
D. Ricz, Executive SECRETARY 


Mr. Chairman, members of the committee, my name is Thomas D. Rice, 
executive secretary of the Massachusetts Fisheries Association, Inc. The as- 
sociation is the spokesman for 90 percent of the wholesale fish producers and 
processors in Greater Boston. 

We have been waging a losing battle against the one-sided trade policy of the 
United States since the end of World War II. Its effect upon the commercial 
fisheries of this country has been disastrous. There are four major fishing areas 
throughout the country that contribute substantially to the industrial life of the 
Nation. 

(a) New England. 

(b) Northwestern section of the United States. 

(c) Southwestern section of the United States. 

(d) American States bordering the Gulf of Mexico. 

The first three named are suffering serious losses in invested capital, business, 
and employment, due to the unrestricted campaign waged by the present ad- 
ministration to expose domestic industries to the pressures and inequities of 
free trade. The situation in New England is more serious than in other areas. 
Hence my remarks are of concern solely to that area. I wish to make it clear, 
at this point, that we have never advocated total restriction of imports. There 
is need of them in our domestic economy, but the need should be governed and 
regulated in accordance with their impact upon the economy of our domestic 
industries. We are just as much aware of the position of the United States 
Government with respect to world conditions as are the proponents of free trade 
who have appeared before your committee during the last several weeks. Like 
other commonsense citizens, we are cognizant of the international tensions and 
crises that have forced upon this country the role of defender and protector of 
nonsatellite countries against communism. We are spending huge sums of money 
to bolster the economies of big and little nations. American citizens and 
American industry have poured billions of dollars into the United States Treasury 
in support of our foreign policy. We have done so, with confidence that what 
our leaders were doing was necessary to preserve and establish true principles of 
democracy and the right of nations throughout the world to govern themselves 
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But, it hasn’t worked out that way. The American public has been woefully 
disillusioned and completely dissatisfied with our position at this moment in the 
field on international affairs. The United States, in trying to establish demo- 
eratic understanding between nations has lost rather than made friends. We 
have been scorned, ridiculed, and rebuffed. We have been preyed upon and vic- 
timized by nations interested only in our dollars and not in our political phil- 
osophies or our friendships. 

It’s time we devoted some attention to the doctrine of self-preservation. A 
nation is no stronger than the components that make the nation. In our case it 
is not the behemoths of industry that underwrite the costs of our foreign policy, 
it is the overwhelming majority of small industries. The Federal Government has 
overlooked one very important fact in pursuance of its present foreign trade 
policy. In the course of helping to restore the economies of depressed nations it 
has forgotten a prior and sacred obligation to our own deomestic industries. 
Instead, they have been traded away without regard to the hardships suffered 
by invested capital, labor, or by the economy of local civic communities. 

’ Officials of the administration, in trying to enlist public support of the reciprocal 
trade program, have stated repeatedly “‘no domestic industry will be placed in 
jeopardy by the trade agreements program. The escape clause procedure con- 
tained in the Reciprocal Trade Agreements Extension Act, as amended, offers 
adequate protection for any industry that is injured or threatened with injury 
because of imports.”’ Yes, indeed. There was an escape clause procedure de- 
scribed in the act, but it has never been invoked when and if it threatened to dis- 
turb the pattern of trade negotiations with a foreign country or threatened to 
disrupt the economy of a foreign industry. The escape clause has, however, the 
force and effect to correct an inequitable condition, but it has never been imple- 
mented. No one knows it better than the members of the New England ground- 
fish industry. In their name I most vehemently oppose the present practice of 
allowing the State Department, the administrative staff of the White House and 
the President, to veto recommendations submitted by the United States Tariff 
Commission. It is a power that lies solely with the Congress and should be 
restored to Congress. The American people delegated to the Legislature the right 
to determine tariffs, establish rates of duty, and to negotiate trade agreements, 
but Congress has allowed itself to become the victim of power politics engineered 
by economic theorists within the executive branch of the Government, 

The New England ground-fish industry filed four petitions with the. United 
States Tariff Commission in the last 10 years. The first was turned down by a 
majority of the Commission members, the second died because of a tie vote. 
The third was a 3-2 decision recommending relief; it was turned down by the 
President. The Tariff Commission finally agreed, after hearing the fourth peti- 
tion, that the industry was threatened with extinction and recommended unani- 
mously that the industry be granted the relief it so sorely needed. The Com- 
mission’s recommendations were again vetoed by the President. The excuses for 
setting aside the last two decisions were about the weakest examples of White 
House logic that have ever been published. The evidence of injury inflicted on 
the domestic industry met all the requirements necessary to invoke Government 
action under the escape clause, but the administration was too much concerned 
with the welfare and progress of foreign commercial fisheries to pay any attention 
to the plight of our own domestic industry. We were told ‘‘You must remember, 
we can do nothing to disturb relations with our close friends abroad. See if you 
can find root solutions to your problems.” 

The administration could effectively silence those who are so strongly opposed 
to the proposed Trade Agreements Extension Act, as amended, by showing an 
honest intent to abide by the recommendations of the Tariff Commission when it 
has determined that a domestic industry has been injured by imports. The 
intent should be included as part of the preamble of all bilateral and multilateral 
trade agreements. It should be clearly defined that the United States is ready to 
negotiate trade agreements between itself and other countries; that such agree- 
ments shall be negotiated on the premise that no American industry will be un- 
justly penalized by any of their terms and conditions. 

Implement the escape-clause procedure, show our domestic industries that it is 
more than a grouping of meaningless words and phrases. If the administration 
would do this, there would be little opposition to the acceptance of the proposed 
trade ayreements extension bill now before your committee. 
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COMMITTEE FOR A NATIONAL TRADE Pottcy, INc., 
Washington, D. C., April 10, 1958. 
Hon. Wriisur D. MILts, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. Mitts: Mr. J. Herbert Myers of the machine tool builders was kind 
enough to send me a copy of his letter to you of April 4, referring to my testimony 
before the committee on March 22. . 

This letter, in substance, proves the correctness of the two major points I made 
about Mr. Myers’ testimony on March 12. There were misrepresentations and 
this first one had to be conscious: y 

I. Mr. Myers said on page 4 of his prepared statement of March 12: ‘But in 
recent years the proportion [of exports to United States production] has been about 
10 percent and there is no sign of any improvement.” [My italic.] 

In the new letter of April 4, Mr. Myers says: ‘‘When I testified before the com- 
mittee I had the following table before me * * *: 





United States Foreign 
production shipments 
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These figures speak for themselves and completely support my position. The 
table covers metal-cutting types only, but even here—using his own figures—the 
percent of improvement in the value of foreign shipments in 1956 was 16 percent 
and in 1957, 10 percent more. The ratio of exports to production was higher in 
1957 than in any one year since 1952. In my testimony, I referred to all machine 
tools and said (which Mr. Myers does not challenge) that: ‘‘Production for 1957 
was down 20 percent from 1956, but exports were up 28 percent.” 

Mr. Myers challenges my figure of 19 percent as the ratio of exports to produc- 
tion in 1957, and he refers to the assurance given him by the Department of Com- 
merce that the percentage I used is “inaccurate and unsupported.’ He then 
immediately points to the 10.7 percent figure as the correct one. But Mr. Myers, 
in using the 10.7 percent, identifies it as referring only to cutting types. Again, 
my 19 percent referred to all machine tools, and he does not challenge my overall 
figures which, incidentally, were obtained from the same Department of 
Commerce. 

Il. Mr. Myers said on page 3 of his prepared statement, with no apparent 
reference to any limited category: ““Not many years ago, imports accounted for 
only a small fraction of domestic production. Today, they amount to 30 percent, 
and perhaps more in certain areas.” 

I replied that this was a direct misrepresentation, ‘‘perhaps unconscious,’ 
since imports were 2 percent in 1956 and 4 percent in 1957. 

Mr. Myers now says: “When I said that today machine-tool imports amount 
to 30 percent of production, I was speaking in terms of general purpose cutting 
type machines, not specials * * *. And I was talking about projected 1958 
imports and production. In rereading my statement I can see how this may not 
have been plain. I am glad of this opportunity to clarify my position.” 

III. Mr. Myers thus makes much of the varied types of production of machine 
tools. This is obvious to anyone who knows anything about the business. But 
it is one business, which contributes in varied ways to the modern age of elec- 
tronics and unbelievably small tolerances. Many other industries are equally 
varied—chemicals and electrical machinery, for instance. For discussion of 
general principles, obviously it is fair, and no evidence of ignorance and naivete, 
to refer to the totals for the industry. The burden of explanation and justifica- 
tion is upon the one who picks out one segment. 

IV. Mr. Myers complains of restrictions abroad (April 4 letter, p. 7), although, 
in spite of his complaint about European trade barriers and competition, Europe 
is still his biggest export market. Those restrictions exist through currency con- 
trols in the major European markets because we do not buy enough of their 
products. Every foreign machine tool sold here, like every Volkswagen, British 
bicycle or Swiss powerplant installation, makes it easier for Mr. Myers’ members 
to sell their products in Europe. Does he propose to get rid of those currency 
restrictions by putting on more trade restrictions in the United States? It looks 
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as if he wants all European barriers off, and all his selected United States barriers 
increased; that is, to have his cake and eat it too. 

V. Mr. Myers in one breath says, “‘the machine-tool industry is not asking for 
any subsidies or any other special governmental assistance.’”’ In the next breath 
he says, “laws dealing with reciprocal trade should provide a means whereby it 
can achieve an adequate base for defense production.”’ But nothing helps more 
to strengthen the industry than competition. 

Why in the world is this industry, which proposes, as Mr. Myers says, ‘‘to share 
in the industrial revolution around the world, with all the energy and imagination 
at its command,” joining with the producers of gingham, cheap violins, umbrella 
frames, safety pins, bicycles, garlic, and domestic zine to make us an isolationist, 
protectionist America in trade and business? 

Sincerely yours, 
CHARLES P. Tart, General Counsel. 

The CuatrMAN. The next witness is our colleague from Florida, 
the Hon. Robert L. F. Sykes. 


STATEMENT OF REPRESENTATIVE ROBERT L. F. SIKES, OF 
FLORIDA 


Mr. Sykes. Mr. Chairman, I do not appear in opposition to the 
extension of the Reciprocal Trade Agreements Act, if a reasonable 
modification can be had. I could not, however, vote for the extension 
of this act in its present form. I think it extremely important that a 
new concept of reciprocal trade be written into this year’s bill. 
American industry is feeling the pinch of foreign competition very 
keenly and many American pl: ints are destined to be closed and many 
more American workmen to be forced out of employment if the present 
program is reenacted without change. When the livelihood of our 
own people becomes so obviously affected, we in the Congress must 
take such steps as are within our power to protect their interest. 

[ still believe in the original purpose and intent of the Reciprocal 
Trade Agreements Act. But, I note that the Constitution states 
very clearly that Congress shall review the decisions of the Tariff 
Commission. By the simple process of restoring to Congress this 
power, which now is vested in the President by law, the reciprocal 
trade program can again become a good thing. 

It is my opinion that the efforts of this Nation to be helpful to its 
neighbors throughout the world is being taken advantage of by other 
nations under the guise of the Reciprocal Trade Agreements Act. 
The State Department, in its zeal to further good will and to assist 
in world progress, has, I fear, lost sight of the dangers which are 
inherent in the present act to American economy. Certainly it is 
not intended that the United States should carry the entire load of 
world affairs. We are not economically able to do so. We haves 
already done far more than our share. 

I have noted the effect of low wage competition from abroad on 
business in community after community across the Nation. If the 
act is continued in its present form, there will inevitably be increased 
imports of the products of cheap labor abroad’ that will mean more 
business failures and increased unemployment at a time when we 
cannot afford it. A case is made by advocates of the present Re- 
ciprocal Trade Act for the flow of American goods abroad. Actually, 
these exports may or may not be affected by the modification of the 
Trade Agreements Act which is proposed. But, in any event, the 
exporters who benefit are localized; the American industries which are 
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adversely affected are nationwide. The truth of the matter is we 
have built up serious foreign competition for our own producers very 
largely with American dollars, American know-how, and American 
sponsorship. But, we cannot continue to support this for elgn com- 
petition out of our own pockets to the detriment of our own people. 

I have expressed my general interest in this matter. I have also 
a specific interest. 

1 have the honor to represent the Third District of the State of 
Florida. I have a number of plywood and veneer plants in my dis- 
trict that are being seriously affected by the ever-increasing imports 
of foreign plywoods. Supplying those plants are numerous loggers, 
truckers, and timberland owners. The impact of the imports is 
affecting these companies and their employees, and their suppliers. 

The crux of the unfortunate situation lies in the fact that foreign 
producers, and I am speaking primarily of Japan, pay their workers 
such very low wages that they can market their product in this country 
and undersell our domestic producers again and again. 

To illustrate the damage done by foreign companies, may I cite a 
few statistics? Imports in 1951 counted for but 7 7 percent of the 
domestic consumption with Japan taking 1 percent. Today, im- 
ports account for 52 percent of domestic consumption and Japan is 
furnishing 42 percent. When the hardwood plywood industry, or 
indeed any American industry, suffers the loss of over one-half its 
markets, its position becomes untenable. 

The economy of the country is now, it is well recognized, in a de- 
pressed state. We in the Congress are talking about all manner of 
relief. What manner of relief then is necessary for the hardwood ply- 
wood industry, relief which in turn will help the loggers, truckers, and 
the timber growers? The answer is simple, it is the establishment of 
quantitative quotas. As has been said many times, in and out of 
Congress, the Japanese have instituted voluntary quotas since 1956 
and as has been proven, the Japanese have flagrantly violated these 
so-called quotas since their inception. It has been suggested that an 
increase in duty on plywood imports would save this industry, and this, 
too, is not true. With a labor cost in Japan of $4.17 per ‘thousand 
square feet as opposed to a labor cost in the United States of $38.50 
a thousand square feet, a tariff of 100 percent might be imposed and 
the Japanese would still undersell our producers in our own markets. 
It has been suggested that the industry turn to the Tariff Commission 
once again as it did in 1955, but this would be useless. Only quotas 
will save our industry and ‘the President has publicly stated many 
times that he will not approve Tariff Commission recommendations 
for quotas on industrial products. 

It is time that Congress took a good hard look at this grave situa- 
tion which is facing not only the American hardwood plywood in- 
dustry, but many other industries as well, and then reassert through 
legislation its control over the Tariff Commission’s decisions. And, it 
should write into law a strong provision for the establishment of im- 
port quotas for injured American industries that must have them. 

I advocate and support measures to return the regulation of our 
foreign commerce to the Congress, including amendment of the 
escape clause of the Trade Agreements Act, so that it will provide: 

That all recommendations of the Tariff Commission be submitted 
to the Congress for approval or disapproval instead of the President; 
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that any such recommendations by the Tariff Commission with re- 
spect to import quotas and duties shall be final and become operative 
until disapproved by Congress; and that there should be set forth ex- 
plicit guidelines to govern decisions of the Tariff Commission with 
respect to the establishment of duties and import quotas. 

| want to thank you, Mr. Chairman, for this opportunity to appear 
before your honorable committee today. 

The CuatrMaANn. The committee will adjourn until 10 a. m. Monday. 

(Whereupon, at 4:55 p. m. the committee was recessed, to reconvene 
at 10 a. m. Monday, March 24, 1958.) 
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MONDAY, MARCH 24, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Noble J. Gregory presiding. 

Mr. Grecory. The committee will come to order. 

The first witness this morning and the only witness for the morning 
is the Honorable C. Douglas Dillon, Deputy Under Secretary of State. 

We are glad to have you, Mr. Dillon, and you are recognized. 


STATEMENT OF HON. C. DOUGLAS DILLON, DEPUTY UNDER SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED BY 
CHARLES W. ADAIR, JR., CHIEF, TRADE AGREEMENTS AND 
TREATIES DIVISION; AND STANLEY D. METZGER, ASSISTANT 
LEGAL ADVISER FOR ECONOMIC AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Ditton. Mr. Chairman, I welcome this opportunity to appear 
before the Committee on Ways and Means. 

I am here to present, on behalf of the Department of State, addi- 
tional information in support of the President’s proposals for the 
extension of the reciprocal trade agreements legislation. 

I intend to deal with certain questions which have arisen in the 
course of the committee’s hearings and which are of vital importance 
to our international economic relations. 

First, it has been asked: Of what use is the trade agreements 
legislation in countering the threat of international communism? 

Second, it has been asked: What relationship is there between the 
creation of the new Economic Community in Western Europe and 
the trade agreements legislation that makes it necessary for us to 
extend the legislation for a period of as long as 5 years, thus departing 
from past practices? 

The answers to these questions lie at the heart of the legislative 
proposals you are now considering. I would like to take them up 
in order. 


I, RECIPROCAL TRADE AND THE SOVIET ECONOMIC OFFENSIVE 


It is evident that the safety, freedom, and welfare of the American 
people will depend upon their ability to meet and overcome the threat 
presented by international communism. 

This threat exists not merely because the Soviet leaders have stated 
over and over again their determination to install the Soviet Com- 
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munist system throughout the world. Such a declaration of purpose 
could be ignored or treated lightly if there were no visible means to 
carry it into effect. But the threat is real because the Soviet leaders 
now possess a large reservoir of physical power with which to imple- 
ment their objectives. 

International communism now has nearly a billion people under its 
domination. The gross national product of the Soviet bloc, including 
Communist China, is of the order of $280 billion a year. About $175 
billion of this annual amount is produced in the Soviet Union. The 
rate of economic growth of the Soviet Union is now about 7 percent 
a year, which compares with a growth rate of about 4 percent a year 
for the United States. 

The industrial growth of the Soviet Union is especially noteworthy. 
It is growing at a rate of about 10 percent a year, which compares 
with a rate of about 4 percent a year for the United States. Industrial 
output in the Soviet Union is now about $68 billion a year, which 
makes the Soviet Union the second greatest industrial power in the 
world. By 1963—that is to say, 5 years from now—1its industrial 
production may reach a figure of over $100 billion. The Soviet Union 
achieves these growth rates by depriving the Russian people of the 
consumer’s goods and the better living standards that would other- 
wise be theirs. The Soviet leaders are ruthlessly sacrificing the im- 
mediate welfare of their people so as to increase the physical assets 
under their control. 

Since World War II the United States and its Allies have been 
chiefly concerned over the Soviet military threat, which arises from 
the existence of large Communist military forces and the willingness 
to use them wherever the defenses of the free world are weak or un- 
certain. This threat continues, but it has now been broadened to 
include an economic threat as well. Within the last 4 years the 
Soviet bloc has launched a large-scale offensive directed at the coun- 
tries of the free world. 

Soviet bloc economic assistance to less-developed countries outside 
the bloc has risen from zero in 1954 to a total of $1.6 billion by the 
end of 1957. This assistance is being extended in the form of long- 
term loans, bearing low rates of interest, which are tied to the use of 
Soviet bloc industrial equipment and technical personnel in develop- 
ment projects within the los developed countries. The repayment 
provisions of these loan agreements usually permit the debtor coun- 
tries to make repayment in the goods which they have available for 
export as an alternative to payment in convertible currencies. 

Soviet bloc trade with countries outside the bloc has also risen 
rapidly in this period. The exports of the bloc to the free world as a 
whole increased from $1.8 billion in 1954 to about $3.2 billion in 1957, 
a gain of 80 percent, and bloc imports from the free world increased 
in about the same degree. 

The pattern of the Soviet trade offensive in the less developed 
countries stands out even more clearly. The total trade turnover 
of the Soviet bloc with the less-developed countries of the free world 
amounted to $840 million in 1954. In 1957 it was probably double 
that figure—an estimated $1.7 billion. There were 49 trade and 
payment agreements between the bloc and these countries at the end 
of 1953. By the end of 1957 there were 147 such agreements, an 
increase of 98 over the 4-year period. 
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The economic assistance activities of the Soviet bloc clearly con- 
tribute to an expanding bloc trade program. As Soviet loans and 
credits are drawn down by the recipient countries imports into these 
countries from the bloc will tend to increase further. And as these 
countries begin to pay off their financial obligations to the bloc, 
which they are usually allowed to do in goods, their exports to the 
bloc will also tend to increase. 

The economic basis of the Communist trade and aid drive lies in 
the fact that the bloc’s industrial growth is enabling it to supply in 
increasing quantities the capital equipment and siamidéatione goods 
which many free world countries must import; and in the fact that the 
bloc is able and willing to accept in return many kinds of raw materials 
and foodstuffs which free wedi countries have for sale and for which 
they sometimes have difficulty in finding markets. 

Now, there is nothing wrong with trade or aid as such. The ques- 
tion is rather the purpose to which the Soviet trade and aid programs 
are likely to be put. The Soviet leaders have made it abundantly 
clear that that purpose is political. What they are aiming for is to 
create economic dependence upon the Soviet bloc, to spread Commu- 
nist economic ideology, to weaken and disrupt economic relations 
among free world countries, and to pave the way for ultimate Com- 
munist political domination. In 1955 Mr. Khrushchev told a group 
of visiting United States Congressmen that “We value trade least for 
economic reasons and most for political purposes.’ 

A few weeks ago I made a detailed statement before the Senate 
Foreign Relations Committee on the Soviet economic offensive in the 
less-de ‘veloped countries. This statement was based on a full study 
of this subject which is now in preparation in the Department of 
State and which should be available shortly. If the committee so 
desires, my statement can be made available for the record of these 
hearings. 

How should the United States defend its natural interests in the 
face of this Soviet economic offensive? Should it attempt to match 
Soviet trade deals by itself engaging in selecting barter arrangements, 
state trading, and other forms of economic w arfare aimed specifically 
at frustrating Soviet economic moves? 

The answer to that question is clearly ‘‘No.” The economic 
challenge presented by the Soviet bloc is not one of this deal or that 
deal. Fundamentally, it is not a question of whether the Soviets or 
ourselves gain in one market or another. On the contrary, the Soviet 
economic challenge runs to the whole of the basic economic ‘philosophy 
of the United States on which our foreign economic policy rests. It 
is, in short, a challenge which asserts that the economic system based 
on free, competitive enterprise which we espouse will not succeed in 
commanding the continuing support of the people of the free world, 
and that the Communist economic system will prove its superiority. 

There is only one way to meet the Soviet economic challenge which 
is compatible with the preservation of our political institutions and 
our national ideals. That way is to make sure that our system based 
on concepts of economic freedom and competitive enterprise is given 
the chance to work. If we will do this, there can be no doubt as to 
which system will win out in the long run. It will be ours. 

Now, it is often said that the trade-agreements program is a symbol 
of international trade cooperation among the free world countries. 


” 
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It is much more than that. It is a working instrument through which 
a large number of the most important trading countries outside the 
Communist bloc have achieved great progress in reducing barriers to 
trade within the free world. 

When the free world is menaced, as never before by an overall 
economic, political and military threat from international communism 
it is essential that this process of opening up the channels of trade 
which link the economies of the free world should not grind to a halt. 

Trade is economically important to the United States. It is vital 
to most of the other countries of the free world. Exports account 
for 16 percent of the total economic output of the United Kingdom. 
For Belgium and some other countries of Western Europe the per- 
centage is even higher. For the people of Japan trade makes the 
difference between well-being and starvation. For the less developed 
countries, exports of raw materials and foodstuffs to the markets 
of the free world are the primary means by which they can obtain 
the machinery and equipment which they must have for their economic 
development. 

If the governments of the free countries cannot satisfy the basic 
economic needs and aspirations of their people through growing trade 
within the free world, they will be compelled to turn more and more 
to trade with the Soviet bloc. 

It may be asked whether we have not already done enough. But 
the Soviet challenge is a dynamic one. It will not be met by a stand- 
still policy on our part. Our great strength lies in the productivity 
and vitality of the competitive enterprise system which today prevails 
throughout most of the free world. Unless we permit our free enter- 
prise system to work fully and freely we will be shackling ourselves in 
the face of the dangerous and powerful economic offensive of the Soviet 
Union. This explains why the President’s proposals are so vital to our 
foreign policy in the continuing contest with Soviet imperialism. 

This brings me to my second question, namely, the European 
Common Market and its relationship to the legislation before you. 


Il. TRADE AGREEMENTS LEGISLATION AND THE EUROPEAN COMMON 
MARKET 


The United States, Western Europe and Japan are the three great 
industrial centers of the free world. A complex network of trade 
relationships connects these areas with one another and each of them 
with the less industrially advanced countries of Latin America, Asia, 
the Middle East, and Africa. Following 1929 this trading system 
broke down under the combined impact of the depression and the 
emergency of extreme economic nationalism. Since those days the 
system has been gradually rebuilt. Once again we have a significant 
degree of integration among the free world economies so that develop- 
ments within 1 of the 3 industrial centers can seriously affect the rest 
of the structure. 

The creation in Western Europe of a European economic com- 
munity which will merge the economies of Germany, France, Italy, 
Belgium, the Netherlands and Luxembourg is therefore of great 
significance to international trade as a whole and to the economies of 
the many countries which depend upon such trade. The European 
Economic Community, which was established by the Rome Treaty of 
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March 1957, embraces a population of 160 million people. The total 
gross national product of the six member countries amounted to $140 
billion in 1956. The imports of the six countries from the rest of the 
world, excluding trade among themselves, amounted to $14 billion in 
1957, which was over $1 billion larger than the total import trade of 
the United States. The 1957 imports of the six from the United States 
alone amounted to $3.1 billion during 1957. Taken together the 
Common Market countries are a close second to Canada as a market 
for our exports and they account for approximately one dollar in every 
six of our total export trade. 

The European Economic Community, when fully established, will 
have completely free trade within the community and a single uniform 
tariff on imports into the community from other countries. 

It is the height of this tariff that is of conern to other countries, in- 
cluding the United States. I believe that other witnesses have 
already testified that we have assurances through our participation 
in GATT that the Common Market tariff will not be higher on the 
whole than the average of the separate national tariffs previously in 
effect, and that increases in national tariffs necessary to arrive at a 
community tariff will be matched by equivalent decreases. These 
are valuable safeguards which will help to assure satisfactory trade 
relationships between the European Economic Community and other 
GATT countries. 

Yet what is often lost sight of is the impact of the elimination of all 
tariff barriers within the community. By creating a single market 
roughly comparable in size to the American market, European manu- 
facturers will be able to expand production and so to cut their costs. 
This will inevitably lead to trade adjustments which will affect, with 
more or less severity, the exports of other countries to the Common 
Market area, depending on the height of the common tariff. The 
only way to ease these adjustments is to reduce the level of the external 
tariff of the Common Market below the average of present rates 
provided for by GATT. ‘To take a single illustration: 

It will be a great deal easier for an American exporter of sewing 
machines to France to face the new competition created by duty-free 
entry into France of Italian sewing machines if the tariff which the 
American exporter has to pay is only 6 percent instead of 12 percent. 

The United States and other exporting countries therefore have a 
direct and important economic interest in obtaining reductions in the 
rates of the proposed Common Market tariff which are of particular 
concern to their export trade. Such reductions can, of course, be 
obtained only through reciprocal tariff negotiations. 

There is a further important consideration. Whatever the level of 
the Common Market tariff is to be, its general nature will be settled 
within the next 4 to 5 years. Any reductions which the United 
States and other countries may seek, even on areciprocal basis, will be 
much harder to obtain if the Common Market area has already be- 
come accustomed to the operation of a higher tariff. The best 
chance we will have to achieve the reductions that are important to 
our export trade will be to negotiate them before the new tariff has 
become solidly established. 

It is primarily for this reason that the President has requested a 
5-year extension of the Trade Agreements Act. In order that here 











2648 RENEWAL OF TRADE AGREEMENTS ACT 


should be no doubt as to the relationship between these negotiations 
and the request for a 5-year extension I should like to explain it in 
some detail. 

First, let me describe the procedure and time table for the estab- 
lishment of the Common Market. Then I will explain how United 
States negotiations would fit into these procedures and this time table 
during each of the 5 years for which the trade agreements authority is 
being requested. 

The procedure to be followed in forming the European Common 
Market may be envisaged as two separate but substantially simul- 
taneous series of tariff adjustments, one internal and the other 
external. 

With respect to the internal tariffs, that is, the duties which the six 
countries now apply on their imports from each other, those are to be 
gradually reduced until they are entirely eliminated and complete 
free trade exists within the Common Market. 

The first step in reducing these internal tariffs will be taken next 
January 1, when internal duties are to be reduced by 10 percent from 
their present height. On July 1, 1960, there will be a second 10 per- 
cent reduction and by the end of 1961 the reduction of internal tariffs 
will reach 30 percent. By the end of 1965 it will reach 60 percent and 
reductions will continue in stages with the complete elimination of 
internal tariffs being scheduled for the end of 1972 at the latest. 

After the first of next year, therefore, goods produced within any 
Common Market country will have a steadily increasing advantage 
within the rest of the Common Market over American and other free 
world goods. 

With respect to external tariffs, that is to say the second of the two 
series of tariff adjustments, the plan is as follows: 

Step 1 will be to establish a proposed, and I underline the word 
“‘proposed,”’ external tariff for the Common Market as a whole. This 
would be a single uniform set of tariff rates applying to imports into 
any of the six countries just as the United States tariff applies to im- 
ports into all customs districts of the continental United States. For 
purposes of simplicity I will call this the target common tariff. 

The rates of duty to be provided for in the target common tariff 
are to be determined partly by a formula established in the Rome 
Treaty, partly by schedules specifically provided for in the Rome 
Treaty itself, and partly by negotiations among the six countries. 

For those rates to be established by formula, the method used is 
that of a simple arithmetic average. To take an example: There are 
now separate tariffs for ball bearings in the Common Market—a rate 
of 6 percent in Benelux, one of 28 percent in France, one of 15 percent 
in Germany and one of 25 percent in Italy. These four rates are 
added together and the sum total is divided by four, yielding a 
Common Market rate of 18 percent. 

The negotiations for the target common tariff will take some time 
to complete. The European Ecsusinase Community has informed us 
that they expect to have the entire target tariff available for examina- 
tion sometime during the latter part of 1959. 

The second step in the procedure for establishing the external tariff 
of the Common Market will be to test the target tariff which I have 
just described against the rules and criteria provided for in the 
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General Agreement on Tariffs and Trade, taking into consideration 
the views of other countries, including the United States, toward 
whom the Common Market countries have assumed GATT obliga- 
tions. 

In examining the target tariff proposed by the Common Market 
countries, the other GATT countries will want to be satisfied on the 
two main points: 

They will want to assure themselves that the target tariff is not on 
the whole higher or more restrictive than the separate tariff schedules 
previously in effect. 

They will also want to be sure that wherever a Common Market 
country, in adjusting to the new single tariff, intends to increase 
the duty on a product on which it has granted a tariff concession, 
there is adequate compensation in the form of a duty reduction else- 
where in the tariffs of the countries forming the Common Market, 
either on the same product or on a product of equivalent interest to 
them. 

I wish to reemphasize at this point that neither the United States 
nor any other GATT country has the right to insist that the Common 
Market countries reduce the general level of the Common Market 
tariff. They can only insist that the general level not be higher or 
more restrictive than the present average level and that increases 
on concession items be matched by equivalent decreases. 

We come now to the third step, during which the external tariff 
of the Common Market begins to be epsled and begins to have an 
effect on the actual flow of trade. 

This third step is to be taken on January 1, 1962, when the Rome 
Treaty requires that the first concrete measures to put the Common 
Market tariff into effect must take place. On that date member coun- 
tries will be required to eliminate 30 percent of the difference between 
their individual national tariff rate and the new Common Market rate. 

Thereafter, over succeeding years, similar adjustments will be 
periodically made, some upward and some downward in the different 
countries, so that by January 1, 1973, at the latest, a single uniform 
tariff around the whole of the Common Market will be achieved. 

The timetable which I have described means that the customary 
3-year extension of the Trade Agreements Act would not enable the 
United States to participate in reciprocal tariff negotiations with the 
Common Market during its formative period. If the act were to be 
extended for only 3 years it would expire before negotiations could 
be completed. Under such circumstances it would be unwise to enter 
into them at all. 

It may be useful to an understanding of this point to outline the 
negotiating steps that would be followed by the United States during 
each of the 5 years for which the authority 1s being requested. I have 
here a chart on which the members of the committee can observe the 
various negotiating steps for each of the 5 years 1958-63. If the 
committee so desires we will be glad to have this chart reproduced in 
a form suitable for inclusion in the printed record of the hearings. 

Mr. Grecory. Without objection, Mr. Dillon, that will be included 
in the record. 

(The chart referred to follows:) 
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Mr. Ditton. During the first year, from June 1958 to June 1959, 
we would seek the agreement of the Common Market countries and 
of other GATT countries to hold a general round of tariff negotiations 
which would include reciprocal tariff concessions by the Common 
Market countries below the level of the common tariff which would 
otherwise prevail. It would not be possible to reach international 
agreement to hold such negotiations unless the other governments 
concerned were sure that the United States possessed adequate 
bargaining power for the full period required for these negotiations. 

During the second year, we would receive the completed proposed 
common tariff—that is to say the target tariff to which I have alread 
referred—and undertake our analysis of it so as to be sure that it 
met the requirements of the GATT and so as to determine what 
concessions we would want to request in order to best preserve our 
export markets. During the latter part of this second year, that is to 
say during the first half of 1960, we would begin our final preparations 
for negotiations, including the issuance of a public notice of intention 
to negotiate and the holding of public hearings on the items on which 
we might be prepared to grant concessions, 

During the first part of the third year, that is, between June 1960 
and January 1961, we would complete our own preparations, and lists 
of requests for concessions would be exchanged among all participating 
countries with a view toward starting active negotiations by January 
1961, if at all possible. This would be a very tight schedule to meet 
but every effort must be made to complete negotiations prior to the 
entry into force of the first tariff adjustments toward the new Common 
Market tariff on January 1, 1962. Previous general tariff negotiations 
at Geneva in 1947 and at Torquay in 1951 took about 7 months to 
complete. In view of the complexity of the negotiations with the 
Common Market, in which every concession granted by the Common 
Market will require prior agreement among the 6 governments 
concerned, we must count on at least 1 full year of negotiations. 

Thus, allowing no time whatsoever for slippage, the earliest possible 
date for completion of these negotiations will be January 1, 1962, a 
full 3% years from the expiration of the present act. A far more 
realistic date would be June 30, 1962. We are asking, in addition, for 
a fifth year to June 30, 1963, in order to provide a safe margin for the 
delays that will inevitably arise during the course of the negotiations. 

For these reasons, Mr. Chairman, it is the firm conviction of the 
Department of State that an extension of this legislation for a full 5 
years is necessary if tariff negotiations are to be conducted with the 
European Economic Community, thereby advancing American 
economic interests and those of the free world as a whole. 

Mr. Gregory. Thank you, Mr. Dillon. I am inclined to believe 
that there might be some questions. 

Are there questions? 

Mr. Eseruarter. I have no questions at this time. 

Mr. Gregory. Mr. Machrowicz will inquire. 

Mr. Macurowicz. I want to compliment you upon a very fine 
statement. 

I would like to ask you one question. Would you say that one of 
the serious economic problems that faces the free world today is the 
present economic recession in this country which has already had 
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some adverse repercussions on the world raw material prices and on 
the foreign exchange positions of some of the underdeveloped countries? 

What would be the effect of a movement toward trade protection- 
ism at this time in the light of the present recession? 

Mr. Ditton. You are quite correct, sir, that the present recession 
could have a very serious effect on other countries. I am not certain 
that there is any indication that the recession in the United States 
has so far directly affected them. The decline in basic commodity 
prices is a worldwide phenomenon that actually predated the onset 
of recession here in the United States. However, anything that 
would make this recession more serious would be very difficult indeed 
for these underdeveloped countries that rely on trade for their sales 
of their basic materials so that they can purchase the materials they 
need to keep going. 

It would also be very serious for us because it could start a vicious 
spiral of the same sort which occurred in the 1930’s which would lead 
to an intensification of our own difficulties. 

Mr. Macurowicz. I would like to refer to section 350 (a) of the 
Trade Agreements Act, as amended, which sets forth the declaration 
of purposes and I would like to ask you whether, in the light of your 
testimony, you are satisfied with the wording of that section or 
whether you feel that the objectives which you set forth should be 
taken into account more clearly in this declaration of purposes. 

Mr. Ditton. We examined that declaration of purposes with 
considerable care before sending up our administration proposals 
and we felt that the declaration was adequate and we were satisfied 
with it. 

Mr. Macurowicz. That is all, Mr. Chairman. 

Mr. Grecory. Mr. Reed will inquire, Mr. Dillon. 

Mr. Rexp. Mr. Dillon, are you opposed to the Common Market? 

Mr. Ditton. No, sir. We are strongly in favor of the Common 
Market. 

Mr. Rerp. In fact, I believe you say it is a free-trade area, is 
that right? 

Mr. Ditton. Within the Common Market when it comes fully into 
being, it will be a complete customs union. There will be no tariffs 
at all within it. There will be one common tariff surrounding it, in 
the usual terms, a full customs union. 

Mr. Reep. Is that any different from the principle under which 
our country is organized under the Constitution? 

Mr. Dition. It is exactly the same. 

Mr. Reep. That is what I thought. In other words, the reason 
that we have a protective system in this country is to protect our 
free-trade area. 

Mr. Ditton. Within this country it is to protect our industries 
from unfair and serious competition which may injure them, that is 
correct, and that is the same reason that the Common Market would 
presumably have tariffs of their own. 

Mr. Reep. Then you would think that this Common Market 
would be very much to our advantage? 

Mr. Ditton. We think it is. We would like to have tariffs within 
the Common Market as low as possible for those items which we 
export and have been exporting in the past to that area so that we 
will be able to continue in fair competition. 
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Mr. Reep. You want to drive our tariffs down for the next 5 years? 

Mr. Dutton. In obtaining concessions that would be of value to our 
exports we would naturally have to make reciprocal concessions of 
our own and it would be a question of weighing whether the concession 
we made was equivalent in value to what we gained for our exporters 
in the Common Market area. 

Mr. Resp. With the Common Market in operation, are not the 
chances that much will be relieved in the way of import competition 
into this country? 

Mr. Ditton. When the Common Market is in operation, I would 
expect that the Common Market area would develop into a stronger 
economic area which would presumably be able to produce industrial 
goods cheaper than they are now able to and which would furnish us 
with greater competition abroad and possibly even greater competi- 
tion here. 

Mr. Reep. That is all. 

Mr. Greeory. Mr. Eberharter will inquire. 

Mr. Esernarter. Mr. Dillon, I think you made a very fine 
opening statement. 

On this question of Common Market is there any doubt in your 
mind that that will be a strong economic factor in the world conditions 
in the future? 

Mr. Ditton. I think it will be a very strong factor and it is probably 
the most important thing that has happened in the world economic 
picture in recent times. It should be very strong. 

Mr. Eseruarter. The main purpose of the Common Market is to 
reduce trade barriers between the countries affected. 

Mr. Ditton. That is correct; to eliminate them. 

Mr. Espernarter. To eliminate them in the final analysis and to 
make them stronger. Do you think that that makes it more impera- 
tive that we develop in this country a system that can compete with 
the Common Market and more important that we take part in GATT 
and OTC and a renewal of this reciprocal trade-agreements program? 

Mr. Ditton. | think that is correct, sir. I do think we already 
have a system that is very effective and can compete effectively with 
the Common Market, but I think it is vitally important that we 
cooperate with them and join in things like the GATT and like the 
OTC, so that these two giant economies do not go into opposition and 
try to develop on a bilateral basis. We want to keep our multilateral 
liberal trade standards flying in the world. We think that that is by 
far the best for our own economy and also it is our own system. It is 
the difference between that and the bilateral trading system which 
the Soviets use. 

Mr. Eperuarter. | just cannot help but think, if you will pardon 
me for expressing my opinion, that the very fact that this Common 
Market was instituted makes it more imperative that we renew this 
trade-agreements program so that we have a method of competing 
with them and continuing our very valuable exports in a very impor- 
tant area. Is that a correct statement? 

Mr. Ditton. I am in full agreement with that; yes, sir. 

Mr. Epernartrer. Thank you, Mr. Dillon. 

Mr. Gregory. Mr. Simpson will inquire, Mr. Dillon. 

Mr. Simpson. Mr. Chairman. 
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Mr. Dillon, would you be kind enough to tell us what your position 
is with the Department of State? 

Mr. Dititon. I am Deputy Under Secretary of State for Economic 
Affairs. 

Mr. Simpson. With respect to the legislation before us, do you 
view this legislation as a weapon in our fight against the spread of 
communism? 

Mr. Diiuon. Yes, sir. I do. 

Mr. Simpson. I would like to talk first with respect to the subject 
which you have discussed last, the European economic area. Have we 
encouraged the development ‘of that community? 

Mr. Diiuon. Yes, sir; we have. 

Mr. Srupson. We have reciprocal-trade agreements presently with 
s»ach of the countries involved, have we not? 

Mr. Ditton. We are bound to them through our multilateral agree- 
ments in the GATT. We have agreements with all of them. 

Mr. Stupson. We are bound to them and they are bound to us? 

Mr. Ditton. That is correct. 

Mr. Simpson. When they create this European Economic Com- 
munity, do they violate the provisions of their agreement with us 
presently existing? 

Mr. Ditton. No; they will not. 

Mr. Simpson. Why not? They raise duties in some instances, do 
they not? 

Mr. Ditton. The GATT agreement provides that a customs union 
can be created and that, in the creation of a customs union, the over- 
all incidence of duties of the union shall be no higher than the general 
incidence of duties of the countries becoming members. That does 
not apply, however, necessarily to individual rates. 

Mr. Simpson. That is, we do not have a firm assurance from these 
countries under the GATT that the rates are permanent. Rather, 
one of the possibilities was that there might be a customs union 
created which could result in an increase of the duty for which 
concession was made on our part called reciprocal at the time the 
agreement was entered into. 

Mr. Ditton. That is correct. There would also have to be an 
equivalent reduction or adjustment that we would be satisfied—not 
they—that we would be satisfied was equivalent. 

Mr. Simpson. But that for which we pay so far as a reduced rate is 
concerned by the reciprocity that we worked out is in fact not per- 
manent. 

Mr. Drtuon. It is permanent in the sense that we would obtain a 
similar concession but it might be either in another product or the 
concession might be coming from another country, another part of 
the area, because, as in this ball-be varing case that I cited, the incre: use 
in the tariffs in Belgium would be compensated by reductions in 
tariffs in France which were higher. 

Mr. Srupson. Yes. Perhaps they do not buy the ball bearings in 
some country where the rate 1s reduced. 

Mr’ Ditton. It happens in that example that we sold more ball 
bearings to France with the high tariff than we did to Belgium with 
the low tariff. 

Mr. Simpson. Why did we want this European Economic Com- 
munity? Was it for the purpose of increasing our exports? Is that 
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the basic reason? Where we now sell, I understand, about $3 billion 
worth of goods into the countries that comprise the European eco- 
nomic market, my question is, Was the purpose of our encourage- 
ment of its creation so that we could sell more goods? 

Mr. Ditton. The primary purpose was not that; no, sir. 

I think the primary purpose was political because we believed that 
this would give the necessary political strength, and the economic 
strength that would flow with that, to the countries of Europe which 
would enable them to stand up better together against the Soviet 
threat, and that would reduce some of the burden of armaments that 
are now on us for helping thse countries. 

We also thought it would lead to greater overall prosperity in those 
countries in the long run which would gradually increase our trading 
opportunities with them, but that was not the primary reason. 

Mr. Stmpson. The primary reason was that they might become 
stronger economically and politically? 

Mr. Ditton. That is right. 

Mr. Simpson. Would you enlarge upon that. Do you mean by 
becoming more self-sustaining, less dependent upon the outside 
world? 

Mr. Ditton. Not only that but also that this economic unity is 
leading toward a greater degree of political unity. They have set up 
in Europe now a common assembly in which representatives of the 
various countries meet and do not consult on a country basis but 
rather on an across-the-board party basis. 

We felt that that was very necessary and useful in strengthening 
Europe and putting an end once and for all to the division of Western 
Europe so that they could stand up to the Communist threat. 

Mr. Srupson. Does that not mean that they should among them- 
selves become less dependent on the outside world from their point of 
view, that they should manufacture machine tools and automobiles 
and refrigerators and all that sort of thing? Does it not mean that 
they should become less dependent on the outside world for chemicals, 
that they should in fact become a community as nearly self-sustaining 
as the United States? 

Mr. Ditton. I think that is correct, but I think that the history 
shows that as a community develops economic power, standards of 
living increase. They do not become self-contained. Their trade 
grows. We have a great trade now and theirs would be the same. 

Mr. Simpson. Can we agree that our economic policy should not be 
to break down their efforts to become economical y self-contained? 

Mr. Dinton. We can agree wholeheartedly on that, sir; yes. 

Mr. Simpson. So that, with respect to their intention to set up 
heavy industries abroad, it might be presumed that we would encour- 
age them to do that rather than discourage them? 

Mr. Driuon. I think they already have those industries but we 
would encourage them to be strong. 

Mr. Srmpson. Presently, for example, they have quotas and they 
have license requirements, and so on. Before some of our heavy 
industrial products may be shipped in they must get permission. Do 
you anticipate that that should be removed or continued in our efforts 
to build a strong economy in this new community? 





2656 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Ditton. The only quotas which are in force in Europe now in 
this community are based on balance-of-payments reasons rather 
than on tariff or protection reasons. 

Mr. Simpson. I would not question your word on that. To me 
that means that they are hunting an excuse. You have given this as 
areason. I think that they want to manufacture machine tools and 
I do not criticize them when they deny the right for an American 
manufacturer to freely ship machine tools. T hey buy other products. 

Mr. Ditton. That is correct, but a big place where there are quotas 
now is France. She has very real balance-of-payments problems. 

Mr. Srmpson. I will not disagree on that. 

Now, may I ask this question: In determining that original target 
tariff, do we assist in preparing that? 

Mr. Ditton. No, sir. 

Mr. Simpson. Have we anything to do with that? 

Mr. Dition. No, sir. When it is completed they will furnish it 
to all the other members of the GATT and they have told us that that 
will be ready in the latter part of 1959. It does not go into effect 
until January 1962, so that we will have about 2 years to look it over 
and negotiate with them to be sure that we agree that it was fairly 
conceived. 

Mr. Stmpson. Whether we agree to it or not? 

Mr. Dituton. We will have 2 years to discuss and to study it to be 
sure that we feel that it was fair as far as United States exports are 
concerned and to begin negotiations. 

Mr. Stmpson. But they determine it themselves? 

Mr. Ditton. They are subject to their obligations in the GATT 
to have it fair. Now if, when they submit it, we feel it is not fair and 
is discriminatory and does not follow the rule laid down in the GATT 
that the general incidence should be no higher than the previous 
combined tariffs, we have the right to take this to the GATT and, 
if the majority of the countries there agree with us, the Common 
Market countries would be obliged to adjust their schedule accor- 
ingly. 

Mr. Simpson. There must be some area of discretion on the part 
of those six countries in determining that target tariff. 

Mr. Ditton. They do it all in the first place and then after that it 
is a question of review to assure everybody else that it is fair. 

Mr. Stmpson. Yes. If a Yankee trader were involved in that area 
certainly if he knew what concessions the United States Congress had 
already expressed itself as being willing to give up, Mr. Dillon, he 
would adjust that target level high enough to allow for that possible 
concession by the United States and yet retain the protection which 
is necessary, would he not? 

Mr. Ditton. They might like to but they are bound to create a 
tariff irrespective of what we do that is no higher than the average of 
their present tariffs. 

Mr. Simpson. Yet, sir, you tell us that it is vital that we give the 
authority right now and tell the rest of the world what we are willing 
to do and do it now for a period of 5 years. 

Mr. Diiuon. I think that is correct, because I think we want to 
obtain a situation where certain tariffs that cover things in which our 
export trade is deeply interested be lowered to a rate that is lower 
than the average tariff would be and the only way we can obtain that 
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is by negotiation. Otherwise the increased competition within the 
Common Market which, as you say, is fine because it strengthens the 
whole market, will on the other hand seriously affect our exporters and 
we feel that we can achieve a balance there where our exporters are 
not that badly hurt by reducing certain tariffs. 

Mr. Stmpson. I would think we would be much smarter to wait 
until they had given this target and then say what we might be 
willing to do. Otherwi ise a smart Frenchman or Italian interested in 
setting the level would, I think, suggest a level for the target which, 
if reduced by a concession of 25 percent to the United States, would 
still give him protection. 

I am emboldened to say that because in the past they have made 
concessions to us one after another only in one way or another for 
withdrawing. I do not criticize them for that because I know that 
in the final analysis they are looking after their own countries but it is 
a little rough for us to lay our full concession out on the table 5 years 
ahead, even ahead of the time that they make this rate, and then to 
argue that we do it for our own protection. I would rather hold our 
gun unloaded until they level their rates and then make an offer for 
concession. 

Mr. Diuuon. Of course, in giving this authority to the executive 
branch, if the Congress should so do, that does not mean that all 
rates would be reduced by 25 percent by along shot. Past experience 
indicates that the last time when approximate sly 15-percent authority 
was given we only used 4 percent. 

There are peril-point procedures and all sorts of things of that 
nature of which this committee is well aware which would prevent us 
from using that across the board so that the Common Market country 
would have no idea of what we would be able to do in advance of our 
actual negotiations. 

Mr. Simpson. Mr. Dillon, in some areas did we use the full amount 
of the three 5-percent authorities to cut tariffs? 

Mr. Dituon. On some specific items; yes, sir. 

Mr. Simpson. Have you any means of telling us in what proportion? 

Mr. Ditton. We can give you complete statistics on that. The over- 
all average was about 4 percent but I do not have it in my head. 

Mr. Srupson. Can you tell me whether it included such items as 
have been coming before the committee, and I am sure that, without 
my spelling them out, vou are familiar with the people that are 
criticizing the fact that they have too low protection today. 

Are some of those items in which they were given the three full 
5 percent reductions within the last 5 years? 

Mr. Ditton. I would have to check on individual items but | 
would doubt that we gave reductions in any of the sensitive items. 

Mr. Simpson. Well, where the 15 percent has been used, under the 
new bill there would be authority to make further cuts of five and five? 

Mr. Ditton. That is correct. 

Mr. Simpson. Even these industries, which today are alleging 
injury and where injury has been proven to the satisfaction of the 
Tariff Commission, under the new bill could be subject to further 
cuts, could they not? 

Mr. Ditton. Presumably not, sir; because whenever the Tariff 
Commission finds there would be serious injury, obviously a peril 
point would be set at that place so that there would probably not be 
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any further cuts. The industries on which cuts were made, the 15 
percent cuts, I would imagine that many of them might well be 
industries that have not complained and in which further cuts could 
be made. 

The decision as to where to make those further cuts would be based 
on peril point investigations by the Tariff Commission and the over- 
all ability of certain industries to stand lower rates. 

Mr. Simpson. Yes, sir. Now, I have another line of questioning 
for just a few minutes. We were told by Secretary Weeks that he has 
been named chairman of a new committee. 

Mr. Dixon. Yes, sir. 

Mr. Simpson. Whom does he replace? 

Mr. Ditton. He does not replace anybody because this committee 
is a totally new committee. 

Mr. Simpson. It is in between the President and the Trade Agree- 
ments Committee? 

Mr. Ditton. That is correct. It was set up last fall. It was es- 
tablished as a committee entitled ‘““The Trade Policy Committee.” | 
think you have the testimony as to who the members are. 

Mr. Stmpson. Yes. 

Mr. Dutton. They have to be Cabinet level or at least presidential- 
appointed-level members who do the actual work in that committee. 

Mr. Srwpson. I would like the record to show whether this new 
committee is taking from the Department of State some of the 
authority that the Department of State had before the creation of the 
committee. 

Mr. Ditton. I do not think that the primary purpose of establish- 
ing this committee was to take authority away from anyone or give it 
to anyone. I think it serves a very real and useful purpose. It recog- 
nizes the growing interest of the Department of Commerce in our 
overall trade picture and it also provides, on a regular basis, a method 
and a practice whereby our industrialists in the country or people 
throughout the country can be sure that all of these escape-clause 
matters and all instructions for future tariff negotiations will be con- 
sidered personally around the same table at a high level by presiden- 
tially appointed representatives of the various departments. 

In the past the various departments have always looked at these 
same matters. They always have considered them. As far as I 
know—certainly in the Department of State—they were always con- 
sidered at a high level, but the recommendations, whatever they might 
be, were then coordinated informally. But there was not fr equently 
an organized opportunity to sit down and have a face to face con- 
frontation between high-level members of Government of the different 
departments interested in this matter. I have found these meetings 
very useful for that reason. 

Mr. Simpson. The answer then, I understand, isno. That is to say, 
there will be no change in the procedure under which the agreements 
have been made which is brought about by the creation of this new 
committee? 

Mr. Ditton. I think there will be a change in that. Just as I de- 
scribed, there will be this high level consideration around the table 
which I think is a very useful thing and should have been adopted long 
since. 
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Mr. Srmpson. I do not know whether I have to spell it out. Will 
the same people do the negotiating? Will the Department of State 
have the complete authority with respect to the negotiations with 
regard to tariffs and duties and so on? 

Mr. Ditton. The negotiating team will be headed by the Depart- 
ment of State but it will operate under instructions from the President 
which will have been passed on by this Trade Policy Committee and 
the Trade Policy Committee is always available as the negotiations 
proceed to give its advice so that it will give advice on any major 
matters. Obviously, on details of the negotiations covering months, it 
cannot handle those and those will be handled by a delegation on 
which there are representatives of the various departments, but that 
delegation will, as in the past, be chaired by the Department of State. 

Mr. Stmpson. If then they do influence the decisions, I ask you 
what happened. Was something done wrong in the past or why are 
they changing it? 

Mr. Ditton. I think that nothing was done wrong in the past but 
[ think there was an omission in two senses: First, there was not this 
opportunity regularly created for presidential-appointment-level 
officials from the various Departments to consult together around the 
same table on these important items where they might be controverial 
and, second, it clearly indicates to American industry so that they 
can be well aware of the fact that their problems are getting such high 
level consideration. 

Mr. Simpson. I have just one other area and then I shall be finished. 

Has the Department of State taken steps to develop this idea of 
voluntary agreement on the part of the foreign countries to make 
agreements amongst themselves which would have the effect of limit- 
ing exports to the United States? 

Mr. Ditton. We do not go around promoting such voluntary 
agreements but wherever a country wants to make such an agree- 
ment, we feel that it is something that should be taken into con- 
sideration and is an important factor in the protection that may be 
available to our producing industries in this country. 

Mr. Simpson. By that “do you mean that we can expect and we 
can anticipate in the future that, in addition to our esc ape clause, 
in addition to our section 7, in addition to the President’s rights to 
impose quotas and so on, in addition to all of that something new is 
being added which is that, if a foreign country charged with. export- 
ing too much from abroad to the United States sees fit to write to 
the Department of State and ask the Department of State to help 
them work out a voluntary agreement among their own nationals 
affecting the exports from that country to the United States that our 
Department of State will go into that kind of a negotiation? 

Mr. Ditton. In most of these cases they are not Teally negotiations 
at all. The controls are established by the country concerned on its 
own cognizance. They usually follow situations where imports have 
grown too rapidly and are affecting our industries and where other- 
wise tariff action would have to be taken. These countries have then 
decided that it is in their own interest to reduce imports, cut them 
back drastically, in some cases 50 percent, and they do so. 

The Department of State and the other Departments of the Gov- 
ernment take cognizance of that. It is not merely the Department 
of State. By cutting back their exports, these countries have re- 
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duced the threat of injury and the fact of injury to our domestic 
producers. 

Mr. Stmpson. Yes, but why do you not come to the Congress? 
Why do you not come to your own people and get certainty under such 
a situation instead of going to the foreign national who, having made 
a voluntary agreement, provides nothing upon which the American 
producer can build up his capital investment or plan his future be- 
cause what the foreigner does voluntarily he may undo, of course, 
unless in your negotiations or discussions you provide some way to 
put the screws on, do you? 

Mr. Ditton. No, but the way to put the screws on, to use that 
phrase, is the fact that if a foreign country does not live up to its 
agreement then presumably escape-clause action would follow and 
tariffs would be raised. 

Mr. Stmpson. I call that putting on the screws. What you are 
saving in effect is that the Department of State is saying, “If you 
fellows don’t get together and voluntarily limit these imports, our 
laws will operate. We will go to Congress.” 

It seems to me that Congress should be the body that you would 
come to and you would build a lot more confidence in the economy 
if you do it that way. 

From what vou have told me, I see no limitation whatever upon 
any item, any country, at all times in the future utilizing this means 
first and then our country going to the extent we did in the flatware 
case here a week or two ago and saying, paraphrasing, “Because the 
Japanse may effect a voluntary agreement affecting exports of flat- 
ware into the United States, we are going to wait and see.” 

What we are lacking there is the certainty which business is entitled 
to. Can you not agree with me that we ought not to encourage these 
voluntary agreements made by foreign countries? 

Mr. Ditton. We do not particularly favor voluntary quotas or any 
quotas. However, when a country does take such action it does 
reduce the imports into the United States and therefore the danger to 
the American industry. 

In the flatware case the Japanese reduction was nearly 50 percent 
from the rate at which they had been exporting to the United States 
immediately before, and, as I understand, what the President said in 
essence was we will wait in view of this new consideration which has 
come into the picture since the Tariff Commission studied the matter 
and see if these imports from Japan are actually reduced 50 percent. 
If they are, then additional protection is not needed because your 
market is not being invaded. 

Mr. Stmpson. Of course, the foreign countries only do it under 
pressure of fear of what the President would do. 

Mr. Dron. I think that is probably true. 

Mr. Stmpson. We ride along and take half a cake by way of 
protection. I hope it does not go too far. 

In this matter on which we are working I am advised that if we 
utilize the full 25 percent cut, it would affect $250 million or $300 
million worth of trade. I am basing that upon something I read 
some time ago that, if we did not have any duties at all, we would only 
allow about a billion dollars more imports to come into the country 
and I believe Dr. Piguet made a suggestion of that nature. 
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Do you have any figures that would show how much the volume of 
business would be affected if we utilized all this requested authority? 

Mr. Ditton. We have no such figures. We might be able to 
produce them. 

Mr. Stmpson. We ought to know that because, basically, we ought 
to know how it will affect our economy because we are getting money 
from those imports today. 

Mr. Ditton. Well, across the board the difficulty is, as this com- 
mittee is aware, that we have this peril-point provision which would 
override in many cases and we do not know what the peril points 
would be until the Tariff Commission has set them, so that it is 
difficult to know how much you could reduce. 

Mr. Stmpson. I would like to know whether we are talking about 
something here which will affect trade by $200 million or half a billion 
dollars or more if we utilize this thing. Do we not have an estimate 
on that? 

Mr. Ditton. We do not have right now. We can see if we can 
get anything. It would be very difficult because there is not only the 
peril point. ‘There is also the question of what equivalent concessions 
we can get from other countries. If they do not give concessions we 
do not make concessions. 

Mr. Stmpson. It seems to me that it is a mighty small item with 
which to fight statism as Russia will exercise it. 

What leads you to think it will work inasmuch as we have made 
these great cuts in the past 20 years in our rates and today allegedly 
we have more barriers than we used to have? 

We are having some more put on by this European Common 
Market. We have so little remaining and we have Russia growing 
stronger all the time’ 

What leads you to think that cutting duties is the way to fight 
oe as she seeks to take the economic market of the world and does 

admittedly by the use of a states power? 

fs Dion. In the first place, I do not think that we necessarily 
are getting more barriers. 

The Common Market should by its creation reduce barriers by 
making that area stronger in its balance of payments and these 
quotas for that purpose would no longer be allowable. 

As to the use of this against the Soviet Union, it is just the basic 
challenge as to whether free enterprise not statism can stand up to 
the Soviet challenge of an entirely different sort of bilateral govern- 
ment to government dealings. We feel that it can. I think that, 
while the amount of decreases under the authority that we are talking 
about actually putting into effect over the next years—if we get this 
authority—w ill be small compared to American industry. I think the 
simile given by the Secretary of State when he was here earlier in the 
proceedings has great importance here. The other countries in the 
world are looking to see whether we will maintain our general policy 
of believing in freedom of trade or whether we will begin to close the 
door, as he put it, and, if that latter should be the case, they would 
be likely to come to accept the Soviet basic theory that maybe state 
trading is the only way in which they can see their future salvation. 

Mr. Stmpson. It seems to me that we are using a .22 when we ought 
to be using something bigger and you do use something bigger in the 
other sections of your justification. 


SS ORD Ac IRR oe 








2662 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Ditton. Yes, the foreign-aid program, the mutual security 
program is a very important part of this thing. 

Mr. Stmpson. Tell me this. Is the Department of State’s interest 
in this matter basically political or is it economic? 

Mr. Ditton. The Department of State’s interest in this matter 
is both political and economic. It is political because of the impact 
on some of the foreign countries concerned. It is economic because 
we feel that the best interests of the United States economically will 
be served by the greatest freedom of trade that we can promote in 
the world and I think that that has been the history under the rules 
of the game as we have been playing it in these last few years. 

Our overall export-import trade has grown to heights we have never 
seen before and it has been very beneficial for the American economy. 

Mr. Simpson. To the extent that it is political and to the extent 
that that would control the final action on an escape clause procedure 
and would result in unemployment in the United States, is it proper 
to lay that political burden on the shoulders, figuratively speaking, 
of the unemployed in that industry here as contrasted with having 
that burden borne by all the taxpayers? 

Mr. Ditton. That is a matter of very fundamental policy that 
could only be determined by the Congress and the President of the 
United States. However, when the President makes a decision in 
the national interest, he has to evaluate it. Again as the Secretary put 
it, and I could not improve on his words: If there is a major foreign 
interest involved and only a minor difficulty in the United States 
we would feel that it would be perfectly proper to put the weight in 
favor of the national interest abroad. On the other hand, if it was 
only a minor national interest abroad and a major domestic problem 
here we would feel that the weight should be in favor of the domestic 
problem. 

Mr. Simpson. Do I understand that you think Congress should 
attend to that matter? 

Mr. Ditton. No, but I think that if there is une mployme nt gener- 
ally that comes under the purview obviously of the Congress. "They 
may provide for it in any one of a number of ways. 

Mr. Smupson. Well, would you favor amendment to the bill under 
which Congress assures that where the Tariff Commission does show 
the injury and where the national security is not involved that the 
relief automatically be given to the injured? 

Mr. Ditton. No, sir. I would not because I think that the bill as 
it is now constituted, leaving final authority in the President to deter- 
mine whether he agrees with the facts as represented by the Tariff 
Commission, whether he draws the same inferences from them and 
whether he feels that the remedy suggested is correct, is the proper way 
to handle the matter; that in so doing I am quoting the sense at least 
from the report of this committee in 1955. 

Mr. Simpson. Mr. Dillon, thank you very kindly for bearing with 
me. I apologize for taking so much time. 

Mr. Grecory. Mr. King will inquire. 

Mr. Kina. Mr. Dillon, the Administration, as I understand, had 
informal negotiations leading to the imposition of export quotas on 
Japanese exports of cotton te xxtiles to this countr y. Would such action 
offer promising results with respect to other products, for example, 
tuna? 
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Mr. Ditton. The Japanese Government, not only in cotton textiles 
but also in this stainless steel flatware case, came forward themselves 
and proposed a voluntary export quota. They could presumably 
apply it to tuna as well as they could to anything an As I under- 
stand the case, the Tariff Commission has now got a very detailed 
study of the overall tuna industry under way and when those facts 
and figures are available in the near future we will know more about 
what is necessary and what the threat may be. 

Mr. Kina. Incidentally, Mr. Dillon, that is almost precisely what 
| was told by Secretary Dulles the last time this bill was before the 
committee for extension. Do you really feel or know that study is 
being given to the tuna problem now? 

Mr. Driton. I understand that there is a very serious study under 
way in the Tariff Commission on this whole problem. 

Mr. Kina. Do developments in the cotton textile field suggest the 
advisability of more extensive use of the commodity agreement method 
of dealing with the foreign trade problems generally? 

Mr. Ditton. Well, I think that this Japanese quota business was 
necessary because Japanese exports were concentrating in certain 
particular areas and were coming in and flooding those particular 
rather small segments of our industry here and resulting in a situation 
where they might put those small segments totally out of business. 
| think that that was the reason for the Japanese quota action. I am 
not aware of many other areas where similar imports are affecting 
similar small segments of the industry. 

The overall problems of the cotton textile industry as a whole, 
taking it across the board, are only related in a small way to imports 
because imports are only a very small percentage of the overall cotton 
textile sales in the United States. 

Mr. Kina. I was pleased with your statement, particularly be- 
cause my correspondence and questions generally by members of this 
committee have cast some doubt or question as to the advisability 
of the extension for such a period of time as 5 years, and I think, 
whether one would be for or against extension, your statement has 
spelled out the need for that period of time as no one else has pre- 
viously spelled it out, to my knowledge. 

That is all, Mr. Chairman. 

Mr. Grecory. Mr. Mason will inquire. 

Mr. Mason. Mr. Dillon, for quite sometime now we have been 
cooperating through GATT with other GATT countries in an effort 
to lower tariff laws and tariff rates, have we not? 

Mr. Ditton. That is correct. 

Mr. Mason. And in many instances when we have, through GATT, 
made these arrangements and these concessions we have lowered 
our tariff and they have lowered their tariff, and many countries, if 
not most, have then put on licenses, and quotas and other things 
which are much more drastic, to keep out our imports to those 
countries. That is quite true, is it not? 

Mr. Ditton. The story on that is that a number of European 
countries in particular, and also the underdeveloped countries, but 
particularly the European countries, had extreme balance-of-payment 
problems after the end of the World W ar, and, as such, they had to 
license practically all of their imports. Nothing moved freely. 
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After the creation of the GATT, we worked in the GATT not only 
for lower tariffs but also for vetting rid of these quotas, and the 
record will show that we have had considerable success. 

As of the first of this year, something like 62 percent of the total 
trade of this European area was totally free of any quotas against 
dollar imports, which is a considerably higher figure than it had been 
earlier. And in the few months that have passed the figure has gone 
somewhat higher still because there has been further liberalization 
in Denmark and also in Germany. 

Mr. Mason. The liberalization, however, has occurred only in 
those countries where their so-called dollar balances have improved 
considerably. Is that not right? 

Mr. Ditton. That is correct. They have adequate dollar balances 
so that they don’t need to put in these balance-of-payment restric- 
tions. 

Mr. Mason. If, through GATT after this Common Market has 
gotten going and established itself, we make agreements with these 
Common-Market countries and we further lower some of our tariffs 
in exchange for theirs, what guarantee do we have that this Common 
Market will not put up licenses and quotas and such things to protect 
themselves against our exports? 

Mr. Duton. The GATT, of which they are members, provides 
that they can only put such quotas into effect for balance-of-payments 
reasons, which furthermore, are supposed to be of a temporary nature. 
When the reasons that brought that about come to an end, they are 
supposed to get rid of the quotas. 

We feel that the strengthening of the European economy as a 
result of the creation of the Common Market will lead to a situation 
where there will be very little, if any, excuse for such balance-of-pay- 
ment restrictions continuing in effect. 

Mr. Mason. Mr. Dillon, the general thesis in your paper, as I got 
it, was that, because Russia produces half what we do—$175 billion, | 
believe you said, to our $350 billion—and because Russia exports 
about $3 billion, or a litthe more, and we export $19 billion, one-sixth 
or one-seventh of what we do, we ought to get pretty worried about 
this competition from Russia for world trade, and, so, we ought to 
extend this Reciprocal Trade Agreements Act for 5 years and make 
further concessions and so forth. Was that not the general thesis 
of your paper? 

Mr. Ditton. That was the general thesis of it with respect to the 
problem of the cold war. 

The amount of exports that the Russians have now in total trade is 
naturally based on their situation today. We have to keep in mind 
statements by the Russian leaders, Mr. Khrushchev and others, that 
this is the weapon they intend to use to try and disrupt the free world 
alliances and the free world situation, and they certainly are trying to 
do their best, particularly in the underveloped areas. 

Mr. Mason. And we ought to get pretty well frightened because 
they are going to use their $3 billion or $4 billion exports as against 
our $19 billion. Is that it? 

Mr. Ditton. Their exports are subject to considerable growth. 

Mr. Mason. Are not our exports subject to as much growth as the 
Russians’? 

Mr. Ditton. Provided we renew the Reciprocal Trade Agreements 
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Mr. Mason. Now I have it. 

That is enough, Mr. Chairman. That is enough. 

Mr. Greeory. Mr. Byrnes will inquire, Mr. Dillon. 

Mr. Byrnes. Mr. Dillon, do you contemplate any other general 
negotiations other than that contemplated in connection with the 
Common Market problem? 

Mr. Ditton. That would be the only general negotiation, but all 
of the members of the GATT would take part in that negotiation. 
So it would not solely deal with the Common Market problem. But 
that would be the crux of the problem. 

Mr. Byrnes. In other words, the continuation of authority and 
the extended authority is asked for primarily to put us in a bargaining 
position in connection with negotiations primarily arising out of the 
Common Market situation? 

Mr. Ditton. I should think that is the main reason. 

In addition, we have to have authority to handle problems that may 
arise from time to time as a result of escape clause actions. 

Mr. Byrnes. I understand that. I am talking about negotiating 
concessions and making concessions and using additional authority 
that arises out of the need that will come about by a general negotiation 
arising out of the Common Market problem. 

Mr. Ditton. That is correct. 

Mr. Byrnes. As [ understand it, you do not actually get into any 
general negotiations until the third year, and you do not even con- 
template being i in the position to sign an agreement until the fourth 
year. I think you said in January, 1962 some time. 

Mr. Ditton. Some time during the fourth year we hope to be able 
to sign the agreement. 

Mr. Byrnes. The early part of the fourth year between June and 
January? 

Mr. Ditton. About the middle of the fourth year or the latter 
part of the fourth year of our extension period. 

Mr. Byrnes. Yet I understand you are asking in one case for a 
5-percent rate reduction to be put into effect in early stages for a 
5-year period. Do I gather then that we can depend that really you 
would only be using about 15 percent instead of 25 percent? 

Mr. Driton. The time has no connection with that because, the 
way the bill is drawn, none of the authority for reduction expires until 
the bill expires. 

Mr. Byrnes. | get it. In other words, you could make an agree- 
ment in 1962 which would not become fully effective until 1967. 

Mr. Dituon. That is correct. 

Mr. Byrnes. Let me ask this about this Common Market situation: 
As I understand it, the general understanding is that the Common 
Market duty that will result will be not in excess of the ave rage duty 
that has been applied by the countries? 

Mr. Ditton. That is generally correct. 

Mr. Byrnes. In determining that average do they give any con- 
sideration to weighting the duty of a particular country based on the 
volume of imports into those countries? 

Mr. Driton. As I explained, this Common Market treaty is a very 
complex treaty. 

I do not know whether anyone here has the document, ‘This thick 
document I have in my hand is the treaty. Some of these things will 
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be negotiated, but the basic idea is an arithmetic average, not a 
weighted average. That is the idea of the countries which have made 
the Common Market. 

That is not necessarily the criterion that the other countries in the 
GATT will follow. We aren’t bound to accept that, and if we feel 
that a weighted average on the overall basis is better for us, we could 
maintain that point of view in negotiations that we will have. 

Mr. Byrnes. You can use any criteria you want whether you 
approve or disapprove of what they present to you, but I am just 
inquiring as to what they are going to present and the rule that they 
are following is just an arithmetic average. 

Mr. Ditton. Their treaty on the whole provides for an arithmetic 
average. 

Mr. Byrnes. Each country is given the same relative weight? 

Mr. Ditton. Yes, but 1 would like to make clear that when you 
talk about each country, there are only four countries for that purpose, 
because the Benelux is already a customs union, and that counts as one. 

Mr. Byrnes. Yes, but then, with regard to each of the other three, 
and including Benelux, there is no difference between the weight given 
to the duty, for instance, that Italy has and the duty that France has? 

Mr. Drution. No. 

Mr. Byrnes. Is that not just automatically going to give rise to 
some real problems in determining whether the new duties do not 
upset completely duties that have previously been negotiated and on 
which we have made concessions? 

Mr. Ditton. I think that is a very real problem. That is one 
reason why this negotiation with the Common Market countries, 
when it comes, will be complex and long drawn out. 

I think you have touched on a very important fact. In some cases 
it may not make much difference. In other cases it may make a very 
great deal of difference, and it will have to be looked at in each item. 

Mr. Byrnes. I can appreciate the complications, and realize that 
does extend it, but I also wonder where it is going to generally leave 
this country in connection with protecting the concessions that have 
already been made. I have not looked into the matter in detail, but 
it would just seem to me that the country with the lowest duties in 
these areas is probably the country that has been the biggest importer 
of that item based on the need of the country. 

Mr. Driton. That is not necessarily true, because a case is this 
ball-bearing item where the lowest duty was Benelux and the highest 
duty was rance, and France turned’ out to be the biggest importer 
from us. I do not know why, but that is the fact. 

Mr. Byrnes. As | say, |] have not looked into the details. 

For instance, the things that we need the most we have on the free 
list, generally speaking, and your duties go up based on your relative 
dependence upon imports. 

Mr. Dition. Certainly that is true with raw materials. 

Mr. Byrnes. Yes. If that generality would hold true in this 
Common Market area, what you are going to have is a duty that is 
going to be higher in the country that is normally an importer than 
the duty that that country is presently maintaining against the 
commodity. And then also the country that we probably negotiate l 
a reduction of some kind with and whom we have given a conces- 
sion—— 
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Mr. Diuton. This thing is a real problem. It was so recognized 
at the last GATT meeting which had on its agenda the preliminary 
consideration of this proble m, and all the other members of the GATT 
made it perfectly clear that they would not accept an arithmetic 
average, as such, as proof that thoes rates were fair and had not 
actually been increased, And, when it comes to negotiations, 
they will be very complex eaten 

Mr. Byrnes. In this Common Market agreement there is more 
involved than just a matter of lowering duties between the countries 
that are common members of the market, is there not? 

Mr. Ditton. There are a great many more things involved, yes. 

Mr. Byrnes. In other words, they found out that they had to make 
some regulations with respect to freer flow of workers. 

Mr. Dixon. Freer flow of workers and capital in the areas. 

Mr. Byrnes. And convertibility of currency. 

Mr. Ditton. That will come. That is not part of it, but there 
undoubtedly will have to be some individual arrangements or some 
future arrangements to cover that, or it wouldn’t work. 

Mr. Byrnes. Did they not de termine that these other things had 
to be done in the context of seeing what progress could be made 
really as far as the freer exchange of goods is concerned? 

Their basic objective in the first instance was a common 
trade market as far as goods was concerned, was it not? 

Mr. Dituon. That is correct, and they found out as they studied 
the matter that that would be very difficult unless they had social 
security legislation, for instance, that was generally similar in the 
different countries. 

Mr. Byrnus. The reason I am posing these questions is that it 
seems to me this attempt in this Common Market demonstrates the 
fallacy of an attempt to just put everybody on a free-trade basis 
without recognizing that there are some other common situations 
that must be levelled off as between the nations of the world before 
you can ever look to that even as a good economic principle. 

Mr. Dituion. That is very true, and any move in that way has to 
be done only very gradually and with great care. That is why the 
Common Market takes 15 years to go into effect. 

Mr. Byrnes. Yet I have the impression that there are a lot of 
people who have appeared before this committee who have thought 
there was only one problem and that was the problem of reducing 
duties and everything else takes care of itself, and I think we have 
here in the problem that these European countries have discovered 
in trying to create this Common Market the basic problem that exists 
as far as we are concerned or any other countries are concerned in 
trade ee 

Mr. Ditton. I think that is correct, and I think we have always 
tried to take that into account in the Department of State. 

Mr. Byrnes. Let me ask you something about these voluntary 
agreements. Has the State Department been participating in these 
negotiations or is it the Commerce Department primarily, or is it a 
joint participation? 

Mr. Diuuon. I think it is more or less joint. 

As I said, they aren’t really negotiations. There have been talks 
to indicate what we felt was necessary to protect our industries, and 
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in these talks both"the State Department and Commerce Department 
representatives have talked with the Japanese, which is the area that 
has been most important. 

Mr. Byrnes. Apparently there are some delicacies involved;in this 
as to whether we call them agreements, whether they call them nego- 
tiations, understandings or what we call them, but I think that is 
basically more a matter of diplomatic niceties than it is actuality. 
However, the State Department does participate in the discussions 
and so forth that lead up to any final action? 

Mr. Ditton. That is correct. 

Mr. Byrnes. Let me ask you why is there the feeling that our 
country should wait until there is an actual escape-clause hearing in 
the process, and possibly even wait until there has been an escape- 
clause finding before we even enter into these negotiations? Or why 
do we wait until the other country asks and initiates the idea of 
sitting down and having some discussion about it? Why do we wait? 

Mr. Dition. Some of these things arise very rapidly. In the most 
recent case—the stainless-steel flatware—the increased imports from 
Japan came about very suddenly. 

Mr. Byrnes. There was a problem in that at least a year ago. 

Mr. Ditton. Something like a year ago. 

Mr. Byrnes. Yet we have waited until pretty much just recently 
to actually sit down and do some talking about it. 

Mr. Driuon. I think it was last October that the Japanese first 
put into effect their voluntary restriction on that item. That was 
several months before the Tariff Commission decision and before the 
final White House decision. 

Mr. Byrnes. I just cannot understand why the Department of 
Commerce and the State Department cannot anticipate some of these 
problems that are being created, and move immediately before they 
get to be full-blown problems from which it is very difficult to retreat, 
and try and make it clear to the other countries what they are doing, 
and encourage them to take some corrective action at an early stage. 

Mr. Diiton. Of course, the difficulty depends on the facts of each 
case, but the Tariff Commission seems to feel that it needs 9 months 
to carry out an inquiry to find out whether injury from imports really 
is serious, and then, in the majority of cases that have been filed with 
the Tariff Commission, their finding is negative. 

So I think that indicates some of the difficulties in jumping to a 
quick conclusion. All situations are not so acute that you can see 
them right away. 

Mr. Byrnes. You can see them developing. You can see the 
problem coming, and you could see it for the last several years in the 
tield of plywood imports, in advance, and yet the attitude is that you 
have to wait until the Tariff Commission has gone through a whole 
escape-clause procedure and has come up with a decision. 

I cannot understand why our Government has to sit back and wait 
instead of anticipating some problems and taking corrective action. 
I was just wondering whether there was any real reason why they 
cannot do it. 

Mr. Ditton. I think the main reason is that we want to be certain 
the danger from the imports is serious, because it is a serious matter 
to have these quotas imposed, whether they are volunatry or not. 
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Mr. Byrnes. Yes; but the Trade Agreements Act provides for 
prospective action, too; the threat of injury. I do not know why 
you cannot be just as concrened about the threat of injury, and en- 
courage some kind of voluntary agreement or voluntary quotas or 
whatever else you might have in mind in such an agreement. 

Mr. Ditton. Where the situation is clear and there is not doubt as 
to facts, there is no reason why we could not do so. 

Mr. Byrnus. In the textile agreement has the President issued any 
regulations governing the entry or withdrawal from the warehouse of 
the commodities covered by that agreement? Are quotas imposed 
by that agreement? Do you know? 

~Mr. Ditton. I am not aware of any; no. I think it is just volun- 
tary control by the Japanese. I don’t think we have taken any action. 

Mr. Byrnes. That is another thing I cannot understand about 
that agreement. It seems to me it is the part about all these volun- 
tary agreements that makes them rather unsatisfactory to the people 
in this country who are affected directly, and it is the reason why it 
creates suspicion among a lot of people as to what they are worth, 
because there is nothing that this country does by way of enforcing, 
and they are completely left to the mercy of the other country. 

Mr. Ditton. What has been done is that the Department of Com- 
merce—I think they can give you full information and details of 
this—has put into effect, with the cooperation of the Department of 
the Treasury and customs people, a much more detailed and accurate 
system of keeping track of the entries of these various types of goods 
into the United States, whereas before they were sort of lumped 
together and it was hard to divide them. Now we do get facts so 
we can see that the Japanese are living up to this agreement. 

Mr. Byrnes. The reason I am particularly concerned about it 
with respect to the textiles is that there is authority in the law, in 
section 204 of the Agricultural Adjustment Act, and the Agricultural 
Act of 1956 authorizes, in the case of agricultural commodities and 
textiles and textile products, the President to initiate agreements 
such as this and then to, as part of it, issue regulations governing the 
entry and withdrawal, which thus give us some policing power over 
the agreement once it was entered into. I thought maybe you would 
tell me why you did not use section 204 in connection with the textile 
agreement. 

Mr. Ditton. I am informed that negotiations on this thing took 
place before that section was enacted into law. 

Mr. Byrnes. If it was, that is a very good answer. 

In other words, it would be your thought that if a new agreement 
were to be entered into or something they could use, then use sec- 
tion 204? 

Mr. Diuuon. It could be available. 

Mr. Byrnes. Would you say any thing like 204 would be advisable 
for other than the limited items that are listed under 204 which are 
agricultural products and textiles and textile products? 

Mr. Ditton. We have never felt that it was in our overall interest 
to encourage the use of the quotas. There are things which have to 
be used from time to time, but we have never favored anything that 
seemed to encourage that. 

Mr. Byrnus. Your have no way of enforcing the quota which has 
now been established by the Japanese as far as flatware is concerned? 
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Mr. Ditton. No way of enforcing it except to check at the end of 
the year to see whether or not they have lived up to it; and, if they 
don’t, then we have escape-clause action. 

Mr. Byrnes. However, at the present time this is a substitute for 
following the determination of the Tariff Commission? 

Mr. Driton. That is correct. 

Mr. Byrnes. It seems to me it would be more effective as a substi- 
tute if there was some participation that we would have as for the 
enforcement of it. 

Mr. Ditton. We have no reason to believe that the Japanese 
Government would not live up to the agreement. 

Mr. Byrnus. They put a voluntary quota on plywood at one time, 
and it lasted until they changed their minds, which was pretty quick. 

That is all, Mr. Chairman. 

Mr. Grecory. Mr. Sadkak will inquire, Mr. Dillon. 

Mr. Sapuak. Mr. Dillon, unfortunately, by the time they get down 
to me, I have to strike out many of the questions I have prepared, 
and I hope I will not be repetitious, but I want to develop a few facts 
which may be helpful to me and, I hope, also to the committee. 

You maintain that we must exercise world leadership in reducing 
tariff restrictions, and I presume that is the reason why in this bill 
you ask for an additional 25 percent more to be taken off in 5-percent 
cuts over a 5-year period. Since we have already reduced tariffs, 
I think by two-thirds of all but 415 of more than about 3,200 cate- 
gories, would you say that our leadership has been followed? 

Mr. Ditton. Yes; the general indications are that the tariffs of 
other countries have decreased in about the equivalent amount. 

Mr. SaptaKk. Which of our present tariffs do you think are keeping 
out more foreign imports? 

Mr. Ditton. I would not be able offhand to give you specific items 
that I think should be reduced. That is a subject which depends on 
our full range of procedures including the Tariff Commission’s 
peril-point findings, to arrive at. 

Mr. Saptak. Then I come down to what kind of a yardstick we 
should use, and in a way I am probably repeating what Mr. Simpson 
and Mr. Byrnes already touched on, because I am tremendously 
interested likewise in these voluntary agreements, and very definitely 
in the one which has been accepted in the stainless-steel flatware, 
which affects my district very vitally. 

During the course of our hearings—lI believe it was Thursday and 
Friday—there was a Mr. Erwin of the American Cotton Manu- 
facturers Institute, if I remember correctly, and I believe it was also 
corroborated by Mr. Sullivan of the Northern Textile Association, 
and they alluded to the voluntary agreement by the Japanese on 
velveteens. But, notwithstanding that voluntary agreement, a very 
large factory—the Merrimack factory—closed down. 

I am tremendously interested as to how we are going to enforce, 
since you already admitted there was no enforceability of the vol- 
untary agreement of the Japanese in the stainless-steel flatware, how 
much stainless-steel flatware will be brought in or has been brought 
in since the time of the imposition of the voluntary quota. Until 
such time as they start to observe them, «t might be in the millions, as 
I think one of the American manufacturers now manufacturing in 
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Japan admitted here last week, and it might have been a week ago 
Friday. 

If we get to the point where they have now agreed to 5.5 million 
dozen and they said if we do not include in that self- imposed quota 
the some . million dozens that have been sneaked in here since 
November 1, I just do not know what is going to happen to our 
industry. aon even if we take and impose some quota a year from 
now, I cannot foresee anything but a complete loss of that industry 
and the work of those people i in the industry. 

Mr. Ditton. That is a very serious problem of voluntary quotas. 
[t has generally been the same thing whenever any quota is applied, 
whether voluntary or mandatory, that people attempt to beat the 
quota by importing a relatively large amount of goods before it goes 
into effect, and just the way in which to handle retroactively those 
imports is a difficult problem. But certainly it must be taken into 
account, and it should be in any future quotas or the way they fill 
those future quotas. 

Mr. Saptak. What it tends to do is to discourage some of those 
American manufacturers who are injured or have the threat of in- 
jury. It dissuades them from going to the Tariff Commission and 
using the machinery which is provided for them, and, as some have 
further testified in the course of these long hearings, they just threw 
in the towel because they foresaw, even if there was a favorable recom- 
mendation by the Tariff Commission, that that would not get any- 
where. The exporting nation feels that just before a quota would be 
imposed and some action would be taken on the basis of recommenda- 
tion of the Tariff Commission they can come in and have a negotiation 
and get away with it, and the effect upon our domestic economy, 
domestic manufacturers and workers, I think, is very demoralizing. 

Let me go on a little further. You maintain we must bolster the 
economies of other free nations, and we must do this by opening up 
more volume in domestic markets. Do you specify which particular 
nations we want to help in that respect? 

Mr. Ditton. I was talking primarily about our general overall 
policy, that multilateral freer trade throughout the world is the way 
to do business rather than on these governmental state-controlled 
bilateral deals. 

There are plenty of countries I could name, which I did earlier, 
which depend very heavily on world commerce. The United King- 
dom and Japan are two good examples. Japan is a vitally important 
nation to us politically in the world. It is the bastion of the free 
world against the Communists on the other side of the Pacific. They 
have 90 million people packed into an area the size of the State of 
California, and they do depend on foreign trade. 

Incidentally, they buy from the United States—at least, they did 
last year—more than twice what they sold to us. They are a very 
good export market for the United States. 

Mr. Saptakx. When do we decide that we have had adequately 
bolstered their economy? What is the cutoff date, the cutoff time, 
or the cutoff base? 

Mr. Dition. I would put it the other way around, that we are in 
favor of the maximum amount of free trade that we can establish 
without serious injury to our own domestic interests, and when we 
hit the point that there is really serious injury, certainly in the present 
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law and the law we are asking to be renewed, it is not proposed that 
we cut tariffs beyond that. That is why we have the peril-point 
procedure built into the law. 

Mr. Sapiak. You devoted a large part of your paper this morning 
to the economic offensive of the Communists, and I think we go 
back to the time when the first reciproal-trade agreements were put 
into effect, some 24 years ago. I think we were talking about that, 
and I think that was, simultaneously and coincidentally, the year 
that we recognized the U.S. S. R. We have had difficulty with them 
ever since. Therefore, you conclude that we must reduce our tariffs 
and increase our trade with the free nations. Will you tell me just 
what the Communist economic offensive consists of? 

Mr. Ditton. Its primary objective is at the moment a political 
objective. It strikes at the underdeveloped and, you might say, 
uncommitted areas of the free world. It consists of a combination of 
offers of assistance and aid plus trade offers, and there is added to it 
the sending of a lot of technicians and the training of these people in 
the U.S.S. R. , and I think it is clear the end result at which they aim 
is to convince these countries that the w ay they can best prosper, 
these newly developing underdeveloped countries that are trying to 
get a better standard of living for their people, is by adopting the 
Communist system and tying their commerce in with that of the 
Soviet Union. 

Mr. SapitaKk. However, Mr. Dillon, is it not fundamentally gen- 
erally conceded that what they are doing is what we have always 
termed here foreign aid? Is that not what they are actually doing? 

Mr. Dition. That is correct. They are doing it in a slightly dif- 
ferent form. But they are really only copying the program which we 
had in effect for some years earlier. 

Mr. Sapuak. Is it our policy now to prevent the Communists from 
so trading with these other countires? Is that why you want to do 
something i in this particular bill? 

Mr. Ditton. No; we don’t tell other countries that they cannot 
accept aid from the Communists, or should not. We don’t make any 
attempt to do that. We do make an attempt to show them that we 
are as interested in their problems and far more interested in their 
basic problems than the Communist countries are, and we attempt to 
show them that the attractive and best way to build up their econ- 
omies is by democratic, free-enterprise ways. ‘This reciprocal-trade 
program is one aspect of that. 

As I think Mr. Simpson pointed out, the mutual security program 
is, in that particular area, equally vital. 

Mr. Sapuiak. Do you not think in those underdeveloped countries 
that actually what the Communists want to get is something they 
do not presently have? Is that not basically what they want to do? 

Mr. Ditton. The something they want is the people of that 
country. I think they eventually want to take over those countries. 
I don’t think it is primarily aimed at getting the raw materials from 
those countries, because in the case, for instance, of Kgypt and Syria, 
they took large quantities of Egyptian cotton and Syrian cotton which, 
presumably, they didn’t need themselves because they turned right 
around and dumped some of it on the European market. 

Mr. Sapuak. Mr. Dillon, is there any way our policy can try to 
obtain these goods in those countries by the lowering of tariffs so 
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that they would send them here rather than sell them to the Com- 
munists? 

Mr. Ditton. | don’t think that those types of goods enter into the 
problem very much because the raw materials that we are talking 
about are either materials which we have an excess of, such as the case 
of cotton, or they are metals or minerals which do not have any high 

tariffs presently existing. 

Mr. Sapuak. I come to my concluding question on the European 
Common Market. 

With respect to the type of goods which they manufacture or make 
there, and you say you want to make agreements with them, would 
not the nature of those products be pretty much like the kind that is 
manufactured in New England? Therefore, by any agreement that 
you might make, the New England area could be expected today to be 
the one most harmed or threatened with harm from increased fore eign 
imports? 

Mr. Ditton. I wouldn’t think it would be entirely the New England 
area. Western Europe is a very highly industrialized region of the 
world; next to the United States probably the most highly industrial- 
ized, and the types of things they produce are not only things they 
have produced in New England but are the things that are produced 
throughout all our industrial region, such as the great Middle Western 

regions. Steel, automobiles and things of that nature would be 
equally as important as the specific products that are produced in 
New England. They would be largely manufactured products, 
though. 

Mr. Sapuak. It would be a plausible deduction to say that in large 
measure, since the goods that would come in are of that nature, that 
you concede are made in New England, being a very large industrial 
area, that effect would be more dir ectly upon them ‘than it would be 
upon other areas of our great country. 

Mr. Ditton. It would have a greater effect upon industrial areas 

of our country, yes. 

Mr. Sapuaxk. Mr. Dillon, I do not think I ought to ask the next 
question, but I will because I have a number of inquiries about it. 
It is not directly connected with the Trade Agreements Act, as such, 
and I have no desire to make any attack upon the employes of the 
State Department, but here a week or so ago there was a picture in 
the Washington News, and it was a picture of small cars, and it said 
there were two lots set up particularly for small cars—I presume 
foreign cars imported from foreign countries—and one fellow said 
to me, ‘‘Sadlak, you ought to find out about these American ambassa- 
dors who go to other countries. When they get ready to come 
back home the *y bring back these cheap cars and they probably are 
making good relations with other countries, and therefore you have 
more returning to the foreign countries that are doing a good job, 
and you have more and more areas of those cars. Ordinarily I sell 
automobiles. I think maybe one of them could buy an American car 
when he comes back here, but I cannot combat that competition.” 

Mr. Ditton. The comment on that is I think that the reason for 
the small cars here in Washington is not necessarily that, although 
they may have had experience driving them, but is the fact that 
they are so much easier to park and to handle in the traffic that we 
now have in this great metropolis. 
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I think it is the same thing that has led Rambler cars, produced by 
American Motors, to be the only cars which are selling more this 
year than they were last year, in a period of decline in the motor 
industry. I don’t think it is particularly because they are foreign. 
It is just because they are small. People like small cars now. 

Mr. Sapiak. Is it not getting to be rather a touchy thing with ms any 
people who have been engaged in manufacturing automobiles? 

When Mr. Machrowiez, who was first to be recognized, asked 
you questions, I was definitely sure that he was going to ask you about 
these small cars. 

{ have no further questions. 

Mr. Grecory. Mr. Curtis will inquire, Mr. Dillon. 

Mr. Curtis. | have about 11 points that I want to try and get 
some answers on. 

First, the general question: Is tariff revenue perfectly acceptable 
under the GATT theories and also our reciprocal trade agreements? 
Do we still get about $700 million—I just checked it—from tariff 
revenues? 

Mr. Ditton. Yes. There is no reason that you cannot put in a 
tariff for revenue purposes. 

Mr. Curtis. In fact, it might be a source of additional revenue. 
As far as policy is concerned, if it only had the revenue impact, 
there would be no policy against it? 

Mr. Ditton. Yes. ‘There is no reason why you cannot have a 
tariff, or tax, for revenue; that is correct. 

Mr. Curtis. The second thing is it always distresses me when 
these matters are presented to us, as I regard it, when we have an 
incomplete presentation and history be a it. On page 5 you 
present the history of the Reciprocal Trade Act and mention the 1929 
breakdown of our trade and the extreme caalem nationalism, and 
then you say since those days we have gradually rebuilt, completely 
ignoring the fact that the Reciprocal Trade Act was in effect for some 
6 years before the war, and then the war resulted even though we 
had that policy, and then there was the tremendous impact of war 
which broke up the British Empire and we had even more resurgence 
of nationalism. 

I did not bring this out to get in a discussion other than to say 
I do not believe we still have had presented to this committee an 
accurate story of the economic effects and the political effects of the 
Reciprocal Trade Act, and I do not think it can be defended or pre- 
sented on that incomplete basis and the basis upon which it has been 
presented in the past. 

That was more for comment. I have one other comment and then 
I want to go to some questions. 

It is equally disturbing to me to see an incomplete presentation 
made of the situation of Russia. 

[t is perfectly true Russia’s rate of growth has been considerable, 
but the base from which they are growing is so much smaller than 
the United States that the absolute ‘growth i is still in our favor. 

The only thing I am pleading for is let’s keep this thing in perspec- 
tive to see just what we are up against rather than, as I regard it, ¢ 
presentation like this, creating Russia as a big bugaboo and as if 
those who do not recognize her as a threat need to be spurred into it 
by that sort of presentation. 
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Third, as a question, it is true, is it not, that the European Common 
Market has excluded agricultur al products? Is that correct? 

Mr. Ditton. There are special provisions for agricultural products. 

Mr. Curtis. Those provisions pretty much exc clude them, do they 
not? 

Mr. Ditton. How do you mean exclude them? 

Mr. Curtis. Exclude them from the Common Market arrangement. 
Are they not similar to our section 22 of the Agricultural Adjustment 
Act and other agreements in GATT which exclude the trade in agri- 
cultural products from these requirements of eliminating quotas, and 
so forth? 

Mr. Dition. They have special procedures for them that are very 
complex, that are in this treaty. We would be glad to give you, for 
the record, a paper on them. But they are not totally “excluded by 
any means, and the basic idea now between the countries of the 
Common Market and the United Kingdom, which is trying to nego- 
tiate this free trade area arrangement with the Common Mar! ket, 
that the United Kingdom w ants to do just what you suggest, exe bake 
agricultural products entirely, and the Common Market countries 
have so far not accepted that. 

Mr. Curtis. I had understood that there were others besides 
Great Britain that wanted to, and I had thought—that is the reason 
I asked the question—that they had more or less concluded that they 
would not attempt to include agricultural products in their agricul- 
tural Common Market setup. 

Mr. Dition. They are included in the Common Market setup, but 
on a special basis, and I would be glad to furnish you that. 

Mr. Curtis. Yes, I think it w ould be of interest. 

(The above-mentioned material is as follows:) 


ExcerPtT From Treaty EstTaBLisHING THE EvRoPEAN Economic CoMMUNITY 
AND CONNECTED DOCUMENTS 


TITLE II, AGRICULTURE 


Article 38 
The Common Market shall extend to agriculture and trade in agricultura 
products. Agricultural products shall mean the products of the soil, of stock- 
breeding and of fisheries as well as products after the first processing stage which 
are directly connected with such products. 

2. Save where there are provisions to the contrary in Articles 39 to 46 inclusive, 
the rules laid down for the establishment of the Common Market shall apply to 
agricultural products. 

3. Products subject to the provisions of Articles 39 to 46 inclusive are listed in 
Annex II to this Treaty. Within a period of 2 years after the date of the entry 
into force of this Treaty the Council, acting by means of a qualified majority vote 
on &@ proposal of the Commission, shall decide as to the products to be added to 
that list. 

4. The functioning and development of the Common Market in respect of 
agricultural products shall be accompanied by the establishment of a common 
agricultural policy among the member states. 

Article 39 
The common agricultural policy shall have as its objectives: 

(a) to increase agricultural productivity by developing technical progress 
and by ensuring the rational development of agricultural production and the 
optimum utilisation of the factors of production, particularly labour; 

(b) to ensure thereby a fair standard of living for the agricultural popula- 
tion, particularly by the increasing of the individual earnings of persons 
engaged in agriculture; 

(c) to stabilise markets; 

(d) to guarantee regular supplies; and 

(e) to ensure reasonable prices in supplies to consumers. 
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2. In working out the common agricultural policy and the special methods 
which it may involve, due account shaJl be taken of: 

(a) the particular character of agricultural activities, arising from the 
social structure of agriculture and from structural and natural disparities 
between the various agricultural regions; 

(b) the need to make the appropriate adjustments gradually; and 

(ec) the fact that in Member States agriculture constitutes a sector which is 
closely linked with the economy as a whole. 


Article 40 


1. The Member States shall gradually develop the common agricultural policy 
during the transitional period and shall establish it not later than at the end of 
that period. 

2. With a view to achieving the objectives set out in Article 39, a common 
organisation of agricultura] markets shali be effected. 

This organisation shall take one of the following forms according to the products 
concerned: 

(a) common rules concerning competition; 

(b) compulsory coordination of the various national market organisations; 
or 

(c) a European market organisation. 

3. The common organisation in one of the forms mentioned in paragraph 2 may 
comprise all measures necessary to achieve the objectives set out in Article 39, in 
particular, price controls, subsidies as to the production and marketing of various 
products, arrangements for stockpiling and carry-forward, and common ma- 
chinery for stabilising importation or exportation. 

The organisation shall confine itself to pursuing the objectives set out in Article 
39 and shall exclude any discrimination between producers or consumers within 
the Community. 

A common price policy, if any, shall be based on common criteria and on uni- 
form methods of calculation. 

4. In order to enable the common organisation referred to in paragraph 2 to 
achieve its objectives, one or more agricultural orientation and guarantee funds 
may be established. 

Article 41 


In order to permit the achievement of the objectives set out in Article 39, pro- 
vision may be made within the framework of the common agricultural policy for, 
inter alia: 

(a) an effective coordination of efforts undertaken in the spheres of occupa- 
tional training, research and the popularisation cf rural economy, which 
may involve projects or institutions financed jointly; and 

(b) common action for the development of the consumption of certain 
products. 

Article 42 


The provisions of the Chapter relating to the rules of competition shall apply 
to the production of and trade in agricultural products only to the extent deter- 
mined by the Council within the framework of the provisions and in accordance 
with the procedure laid down in Article 43, paragraphs 2 and 3, due account being 
taken of the objectives mentioned in Article 39. 

The Council may, in particular, authorise the granting of aids: 

(a) for the protection of enterprises handicapped by structural or natural 
conditions; and 
(b) within the framework of economic development programmes. 
Article 43 

1. In order to formulate the guiding lines of a common agricultural policy, the 
Commission shall, upon the date of the entry into force of this Treaty, convene a 
conference of Member States, with a view to comparing their agricultural policies 
by drawing up, in particular, a statement of their resources and needs. 

2. The Commission, taking due account of the work of the conference provided 
for in paragraph 1, shall, after consulting the Economic and Social Committee 
and within a period of 2 years after the date of the entry into force of this treaty, 
submit proposals concerning the working out and putting into effect of the common 
agricultural policy, including the substitution of national oargnisations by one of 
the forms of common organisation provided for in Article 40, paragraph 2, as well 
as concerning the putting into effect of the measures specially mentioned under 
this Title. 
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These proposals shall take due account of the interdependence of the agricultural 
questions raised under this Title. 

The council, acting during the first two stages by means of a unanimous vote 
and subsequently by means of a qualified majority vote on a proposal of the Com- 
mission and after the assembly has been consulted, shall issue regulations or di- 
rectives or take decisions, without prejudice to any recommendations which it may 
make. 

3. The common organisation provided for in Article 40, paragraph 2, may, under 
the conditions provided for in the preceding paragraph, be substituted for national 
market organisations by the Council acting by means of a qualified majority vote: 

(a) if the common organisation offers to Member States which are opposed 
to this measure and which possess a national organisation of their own for 
the production concerned, equivalent guarantees regarding the employment 
and standard of living of the producers concerned, due account being taken 
of the time factor in respect of possible adjustments and of necessary speciali- 
sations; and 

(b) if such organisation ensures for exchanges within the Community 
conditions similar to those existing in a domestic market. 

4. If a common organisation is created for certain raw materials at a time when 
no common organisation yet exists for the corresponding processed products, the 
raw materials concerned which are used for processed products destined for export 
to third countries may be imported from outside the Community. 


Article 44 


1. In the course of the transitional period and to the extent that the progressive 
abolition of customs duties and quantitative restrictions between Member States 
may result in prices likely to jeopardise the achievement of the objectives set out 
in Article 39, each Member State shall be permitted to apply to certain products, 
in a nondiscriminatory manner and in substitution for quotas, to such an extent 
as shall not impede the expansion of the volume of trade provided for in article 45, 
paragraph 2, a system of minimum prices below which imports may be: 

temporarily suspended or reduced; or 
made conditional on their price being above the minimum fixed for the 
product concerned. 

In the second case, the minimum prices shall not include customs duties. 

2. The minimum prices shall not be such as to lead to a reduction of exchanges 
existing between Member States at the date of the entry into force of this Treaty 
and shall not be an obstacle to a progressive expansion of such exchanges. The 
minimum prices shall not be applied in such a manner as to be an obstacle to the 
development of a natural preference between the Member States. 

3. Upon the entry into force of this Treaty, the Council, acting on a proposal of 
the Commission, shall determine objective criteria for the establishment of mini- 
mum price systems and for the fixing of such prices. 

The criteria shall, in particular, take account of average national costs of pro- 
duction in the Member State applying the minimum price, of the situation of the 
various enterprises in relation to such costs and of the need for promoting both 
the progressive improvement of agricultural operations and the adjustments and 
specializations necessary within the Common Market. 

The Commission shall also propose a procedure for revision of these criteria in 
order to take into account and accelerate technical progress and in order progres- 
sively to approximate prices within the Common Market. 

These criteria and the procedure for revision shall be determined by means of a 
unanimous vote of the council in the course of the first 3 years after the date of 
the entry into force of this Treaty. 

4. Until the Council’s decision takes effect, Member States may fix minimum 
prices on condition that they previously communicate them to the Commission 
and to the other Member States in order to enable them to submit their comments. 

As soon as the Council has taken its decision, Member States shall fix minimum 
prices on the basis of the criteria established under the conditions mentioned 
above. 

The Council, acting by means of a qualified majority vote on a proposal of the 
Commission, may correct the decisions taken if they do not conform to the criteria 
so determined. 

5. From the beginning of the third stage and in cases where it has not yet been 
possible in respect of certain products to establish the above objective criteria, 
the Council, acting by means of a qualified majority vote on a proposal of the 
Commission, may modify the minimum prices applied to these products, 
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6. At the expiry of the transitional period, a table of minimum prices still in 
force shall be drawn up. The Council, acting on a proposal of the Commission 
by means of a majority of nine votes in accordance with the weighting provided 
for the Article 148, paragraph 2, first subparagraph shall determine the system to 
be applied within the framework of the common agricultural policy. 


Article 45 


1. Until the substitution of the national organization by one of the forms of 
common organization provided for in Article 40, paragraph 2, the development of 
exchanges in respect of products for which there exist in certain Member States: 

provisions designed to guarantee to national producers a sale of their 
production, and 
a need of imports, 
shall be pursued by the conclusion of long-term agreements or contracts between 
exporting and importing Member States. 

Such agreements or contracts shall be directed toward the progressive aboli- 
tion of any discrimination in the application of these provisions to the various 
producers within the Community. 

The conclusion of such agreements or contracts shall take place in the course 
of the first stage; due account shall be taken of the principle of reciprocity. 

2. With regard to quantities, such agreements or contracts shall take as their 
basis the average volume of exchanges between Member States in the products 
concerned during the three years preceding the date of the entry into force of this 
Treaty and shall provide for an increase in that volume within the limit of existing 
requirements, due account being taken of traditional trade currents. 

With regard to prices, such agreements or contracts shall enable producers to 
dispose of the agreed quantities at prices progressively approximating to those 
paid to national producers in the home market of the purchasing country. 

This approximating of prices shall proceed as steadily as possible and shall be 
completed not later than at the end of the transitional period. 

Prices shall be negotiated between the parties concerned within the framework 
of directives drawn up by the Commission for the implementation of the preceding 
two subparagraphs. 

In the event of the first stage being extended, such agreements or contracts 
shall continue to be carried out under the conditions applicable at the end of the 
fourth year after the date of the entry into force of this Treaty, while the obliga- 
tions to increase quantities and to approximate prices shall be suspended until 
entry on the second stage. 

Member States shall avail themselves of any possibilities offered to them as a 
result of their legislative provisions, particularly as regards import policy, with 
a view to ensuring the conclusion and carrying out of these agreements or contracts. 

3. To the extent that Member States require raw materials for the production 
of goods destined for export outside the Community in competition with producers 
in third countries, such agreements or contracts shall not be an obstacle to im- 
ports, for this purpose, of raw materials coming from third countries. This 
provision shall not apply if the Council decides by means of a unanimous vote to 
grant the payments necessary to compensate, in respect of imports effected for 
this purpose, on the basis of such agreements or contracts, for the excess price 
paid in comparison with the delivery prices of the same supplies obtained on the 
world market. 

Where in a Member State a product is the object of a national market organi- 
sation or of any internal regulation with equivalent effect, either of which affects 
the competitive position of a similar production in another Member State, a 
countervailing charge on entry shall be applied by Member States on this product 
when it comes from the Member State where such organisation or regulation 
exists, unless that State levies a countervailing charge on exit. 

The Commission shall fix the amount of these charges, to the extent necessary 
to reestablish the balance; it may also authorise recourse to other measures of 
which it shall determine the conditions and particulars. 


Article 47 


With regard to the functions of the Economic and Social Committee in the 
application of this Title, its agriculture section shall be at the disposal of the 
Commission with a view to preparing the conclusions of the Committee in accord- 
ance with the provisions of Articles 197 and 198. 
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Mr. Curtis. If we are to go ahead in our negotiations with the 
Common Market countries would we be utilizing the GATT machin- 
ery in these negotiations ? 

Mr. Ditton. Yes, the negotiations would be conducted by the coun- 
tries which are members of the GATT. 

Mr. Curtis. One thing I think needs to be put in the record here. 

Why did not this administration, in proposing extension of the 
Reciprocal Trade Act, ask for the authority to enter into OTC? 

Mr. Ditton. The reason for that is that such a request is already 
before the Congress; has been for some time, and is still there. And 
we still support that. 

Mr. Curtis. There would be no objection from the standpoint of 
the administration if OTC were included in this reciprocal trade 
extension ? 

Mr. Ditton. We felt that they were two different subjects and that 
both should be treated on their merits. The basic one is the Recip- 
rocal Trade Agreements Act. ‘The OTC provides the mechanism for 
better enforcing the provisions of the GATT so that we can see that 
the concessions that we get are fully lived up to. There would be no 
objection if the Congress really wanted to pass them both at once, but 
we thought that might be an extra burden, and we weren’t asking for 
that. 

Mr. Curtis. The reason I raise it, in the hearings on the OTC, when 
the committee attempted to look into GATT, many of the witnesses 
argued, and I think with some reason, that it w ould be better to go 
into the GATT itself and its setup at the time when we consider ex- 
tension of the Reciprocal Trade Act. 

I think you cannot separate the two, and any attempt to do so is, i 
my judgment, at any rate, just deception. 

‘Mr. Dion. No. The OTC is of no use whatsoever unless we con- 
tinue our Reciprocal Trade Agreements program of which this legis- 
lation is an essential part. 

Mr. Curtis. I was wondering, in light of the Russian threats to 
conduct trade wars, whether we need more flexibility in our trade 
agreements act in or ‘der to cope with this. I will illustrate, if I may. 

The most-favored-nation clause means that, of course, if we deal 
with a particular nation and we might have a situation vis-a-vis 
Russia, we are hampered perhaps in dealing with them on an indi- 
vidual basis because whatever agreement we make with them auto- 
matically become available to all other nations. 

Has any thought been given to a possible amendment which would 
give more flexibility in the most-favored-nation provisions to take 
care of that special treatment ? 

It came to my attention as a result of the Icelandic case or situation, 
although, after reviewing it, I understand it was not actually in- 
volved inthe case. But it ‘could have been. 

Has any thought been given to that, or is there any need for making 
some of these tools more flexible ? 

Mr. Ditton. We feel that the most-favored-nation principle is a 
basic one to our whole trade policy and is of advantage to us, and we 
do not recommend that it be departed from. 

The only departure from it is that we do not grant most-favored- 
nation treatment to the members of the Soviet bloc. 
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Mr. Curtis. How would you handle an individual case then ? 

Mr. Ditton. We handle these other individual cases through other 
means at our disposal, to wit, the mutual security program. 

Mr. Curtis. However, why cannot we do it with trade? That is 
my point. It is a healthy thing, is it not, to do it with trade, if we 
can ¢ 

Mr. Ditton. I think it would be very complex if we ever went back 
to the system which this would gradually lead into of having separate 
bilateral negotiations and different rates of tariff with all the coun- 
tries of the world. 

Mr. Curtis. That is not what I said. It would not be anticipated. 
This is solely a question of when you are confronted with a specific 
case, an ad hoe situation, where Russia is trying to move in a par- 
ticular area, probably for a short period of time—one other example 
would be the situation in the Sudan—whether or not you might for 
these emergency situations have some sort of a provision w here you 
could have a moratorium of section 22 of the Agricultural Adjust- 
ment Act so that you could cope with that situation. 

It seems to me it would be a much healthier or better—I am not 
reaching any conclusions—way of doing it than through the mutual 
security. 

If we are going to have an economic war with Russia it would be 
good to have additional tools in our inventory, I think. 

Mr. Ditton. That is something that certainly deserves serious 
study. I have not yet seen any proposal that would carry such a 
thing into effect that you are concerned with, but I can well see how 
it might be of assistance on occasion. 

Mr. Curris. I think if we are going to face this with Russia we 
ought to start taking a look at the tools we have and see whether 
they are flexible enough and whether or not they do meet this threat, 
and these are just a couple of areas. I think that the same review 
could be made of other areas. 

Mr. Ditton. That is correct. 

Mr. Curtis. I have been disturbed that there have been no sugges- 
tions for rewriting the national security amendment. The testimony 
seems to have been pretty generally that on both sides of the question 
there is misunderstanding. Many people think it is a superescape 
clause, and others have argued that because of its cumbersomeness it 
is not really adequate in the event that you did have an actual security 
situation arise. 

I happen to know—lI think it is pretty common knowledge—how 
that was written. It was not written with very much thought, and 
certainly this committee never had an opportunity of going into it, 
and I was wondering whether or not the administration is ‘taking a 
position in regard to that and whether they would welcome a review 
of the methods by which that has been written, to rewrite it to accom- 
plish the objectives which it was supposed to have, which is not a 
super escape clause but is in the event we have a national security 
problem arising. 

Mr. Ditton. We would certainly welcome a review of how this 
section has worked since it was put in effect 3 years ago. 

I think that our position generally has been that. it provided 
flexibility and was adequate as written. So, therefore, we did not 
propose any change. But I am sure that the Administration, as such, 
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would cooperate with your committee in any review of how that has 
worked. ‘That is not primarily a detailed, specific problem for the 
Department of State. Our main interest is that this clearly not be 
treated as you said it was not, as a superescape clause. 

Mr. Curtis. It has been. That has been the trouble, and, as I under- 
stand it, many of our so-called friends abroad, friendly nations abroad, 
have made complaints about that. Has not the State Department seen 
any of those complaints? 

Mr. Ditton. We have received a number of complaints, but mostly 
they were fears that this clause would be used as a super escape clause, 
and I think the fact has been that so far the ODM has not used it as 
such, and the reports and actions they have taken have calmed the 
fears of these other countries abroad. 

Mr. Curtis. Is that not the same argument used, though, in regard 
to the escape clause, that it is not so much what has been done under it 
but the uncertainty that it creates? That is the argument I have heard 
from these importers in the United States domestic market. 

Mr. Ditton. That is what I say. 

We would welcome a review of the thing by your committee. 

I think that the fears have been somewhat mitigated because this 
was a new thing and the countries abroad were looking to see how it 
would be handled, and they now see that it is being handled in a w ay 
which has calmed their original fears. 

Mr. Curtis. It seems to me that trade thrives from the domestic 
economies, not from the procedures for handling trade, and the pro- 
cedures for handling trade are only significent as they contribute to 
or cut down the growth and stability of these domestic economies. In 
fact, that is the very discussion I think Mr. Byrnes was bringing out, 
in the difficulties in these common markets with these various differ- 
ences in these countries on social legislation, minimum wage laws and 
so forth. 

We had in the Tariff Act of 1930 a provision, which is still in the 
law, ine identally, headed “Equalization of Costs of Production.” It 
in section 336 (a) of the Tariff Act of 1930, which spells out one method 
of attempting to correct these various matters, which they retroactively 
have to do with the growth and stability of these domestic economies, 
and yet there seems “to have been in the past in our negotiations on 
trade treaties little consideration given to this matter. 

Is there a change in the attitude on that, or would you say that my 
presentation of that as being an attitude is inaccurate? 

Mr. Dixon. I do think that the strength of basic economies is obvi- 
ously the basic thing that makes trade possible. Also, the way you 
handle it is equally important. 

Mr. Curtis. Your ball-bearing case, which interests me, is a case that 
the way you handle it does not make too much difference. It is mainly 
the demand of that particular sort for a product and their ability to 
pay for it. They are going to get something some way even though 
you have a cumbersome system. 

Now to streamline the system would be helpful, of course. 

Mr. Ditton. That is absolutely correct as long as we are operating 
under this free enterprise and generally free system of trade, but if 
you reverse that tendency, then I think the way one operates comes 
into play. 
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Mr. Curtis. That is why I mentioned these various social laws and 
the costs of production that are affected by these social laws, because 
if we are talking about a free competetion system, you certainly pay 
attention to these differentials. 

Mr. Ditton. That is correct. 

Mr. Curtis. That is why I said it seems to me we have not been 
paying attention to these differentials. 

Mr. Dixon. I think we do pay attention to them in all our Tariff 
Commission actions. 

Mr. Curtis. I am talking about our negotiations. 

Mr. Dron. The same thing. The peril point comes first there. 

Mr. Curtis. However, when it comes to the negotiating, I have 
interrogated witnesses in the past on this in the State Department, 
and they are not the subject of discussion. I remember one statement 
about 2 years ago when I asked the State Department official in charge 
of it whether he considered these things, and he said, “Yes, we con- 
sider them.” 

I said, “Do you discuss them ?” 

He said, “No, we don’t.” 

I said, “Well, how do you consider something you do not discuss?” 

I still do not know how he did, although he had a pretty long answer 
to that. 

Mr. Ditxon. I think I can answer that. It is the same question in 
a different form that I had a little earlier. 

We feel that we should have as much freedom of trade as our Amer- 
ican industries can handle without serious danger. The costs of items 
that enter in the United States are composed of a lot of things; not 
just labor cost, but a lot of other things, and, instead of bargaining 
and looking only at the local labor cost, we do it the other way around. 
We look at what would be competition that would be injurious to 
American industry, and we don’t go below that level. 

We have one additional thing. We do believe in fair labor stand- 
ards generally, and, so, therefore, it is part of our basic policy that 
we do not make concessions and that we do talk about cases where 
labor standards in the industry concerned may be below the general 
standard in that particular country and where unfair labor practices 
may exist in that partic ular country. 

Mr. Curtis. I hope that is the case, but if our purpose is to build up 
the foreign trade—and I think it should be—it seems to me we should 
go astep beyond that and utilize the desire of these people to come into 
our domestic market and sort of encourage them to raise their wage 
standards. 

It seems to me it is a very proper matter for negotiations. The State 
Department position hi id been, again under questioning by myself, 
that we would be interfering in affairs of the foreign country if we did 
that. 

Mr. Ditton. I think that is correct. 

Mr. Curtis. I would rather interfere that way than some of the ways 
in which we are not interfering. 

Mr. Dixon. I don’t think we do interfere, but, in that way, we 
would be favoring the setting of salary scales by governments, which 
I certainly think is not in accord with our basic economic position. 

Mr. Curtis. Oh, no. We have an economic wage law, $1 an hour, 
which is the national minimum wage law. I hope ‘most countries will 








RENEWAL OF TRADE AGREEMENTS ACT 2683 


come around to that point of view. That is not an unusual situation. 
I honestly believe it is about time that our negotiators review some of 
the social legislation that affects our domestic producers and find out 
just what it 1s, what the purpose is, how much it amounts to in the way 
of cost, and whether it really does develop the economy of this country, 
because if we develop our economy, I suggest that probably will help 
in developing the economy abroad. 

Mr. Diton. Countries abroad, particularly in the European areas, 
have pretty advanced social legislation, fully comparable to our own. 

Mr. Curtis. We could pursue that, but all I will say is this: I think 
if we get into it you will find the net result is as I have described it: 
the Fiat worker goes to work on a bicycle because he cannot afford to 
buy a car, and it 1s only his ability to buy what he is producing that is 
going to build the domestic markets. 

But all I am saying is whether it should not be the subject of dis- 
cussion in our negotiations, 

One other question that has been gone into; so all I want to do is 
point it up. 

I was a little disturbed about your answer in regard to the creation 
of the Trade Policy Committee. I actually thought, and I do think— 
in fact, I am going to take the floor in the House and support this—it 
was by transfering the basic power and authority for making trade 
policy and by naming as chairman the Secretary of Commerce, taking 
it out of the State Department and putting it in the Department of 
Commerce, the theory being that these are essentially economic mat- 
ters—once we get our economics straight we can fit our diplomacy to 
the economics, and we should not try to fit economics to diplomacy 
because, frankly, economic laws are those that we cannot very well 
repeal any more than we can repeal the laws of gestation. 

I think that the Secretary of Commerce himself, when he was up 
here, testified that this is a field in which there is a joint interest. 

This is not transferred primarily to the Department of Commerce 
as against the Department of State, but we both continue to have an 
interest in it. However, it is quite clear—and I did not mean by 
anything I said to not give that impression—that this indicates the 
importance that we attach to the domestic economic impact of all these 
matters by putting the Secretary of Commerce in the position of chair- 
man of this interagency committee. It seems to me that it places the 
emphasis on economics. And, of course, diplomacy is important in 
these things, very important in my judgment. 

But I think the way we best handle diplomacy is dealing with the 
facts of life and getting our diplomacy so that it is not vice versa, and 
it was not done vice versa, but in the minds of many Americans it was 
anyway. 

Mr. Duon. That is correct. I don’t think it has been, but that is 
why I said one of the real purposes for this was to show the facts, 
that it is primarily handled on an economic basis. 

Mr. Curtis. One final matter, and this has been gone into by Mr. 
Byrnes. 

To me, these volutnary agreements are quite disturbing and par- 
ticularly the fact that Japan has made voluntary agreements in re- 
gard to tuna, I believe, and flatware, and yet the Congress put into 
the Agricultural Act in 1956 a specific provision so that the Executive 
could, through a foreign country, have voluntary quotas set up in 
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areas of agricultural products and textiles. If that authority was 
necessary to put in the act, under what authority have we been work- 
ing with Japan through the State Department or how ever in setting 
up these quotas on things that are not included? 

Mr. Dizon. We don’t need any authority because these are volun- 
tary actions on the part of the Japanese to restrict their exports. 

Mr. Curris. Did we not enter those negotiations? They did not 
just do it on their own accord, did they ? 

Mr. Dirton. They did it on their own accord. 

Mr. Curtis. Were we not in discussion with them ¢ 

Mr. Ditton. Yes. I am not trying to say we were not in discussion 
with them, but there was no signed agreement between the two Gov- 
ernments that they will do something and that we agree that that is 
adequate. So, therefore, we did not need any spec ifie authority ; just 
a unilateral action on their part, entered into after they had talked 
with us to find out what problems their apne) imports were cre- 
ating here, and, therefore, what would be necessary for them to do 
unilaterally to alleviate those problems. 

Mr. Curtis. What about the textile situation? Was than an 
agreement ? 

Mr. Drton. No. That was the same unilateral thing. 

Mr. Curtis. When did Japan issue their order on that? 

Mr. Dirxon. I am informed that it was issued some time in the 
fall of 1956, but that the discussions had been going on since the 
spring and e: arly summer of that year. 

Mr. Curtis. The law came in effect then before the Japanese made 
such an agreement ? 

Mr. Ditx1on. I thought that was 1956. 

Mr. Curtis. It was. I thought you said that in the fall of 1956 
they entered their order. 

Mr. Ditton. Yes. 

Mr. Curtis. So the law was in effect probably around July or 
August or probably earlier. 

Mr. Ditron. Yes, but discussions had been well underway on the 

other basis prior to that law. 

Mr. Curtis. Do you think it would be well if the Congress should 
formalize this provision more, so that we know just what we are doing 
in this area rather than leaving it on this very informal had hard-to- 
follow basis? 

Mr. Ditxon. These voluntary quotas, as we have said, are a new 
development. We haven’t much experience with them and we are not 
sure it is something that we want to encourage generally all around 
the world. 

Mr. Curtis. I do not either, and the thing that disturbs me is that 
the power to do these things is in the Congress, and unless the Con- 
gress delegates the power to the Executive does not have the power. 

I am one that wants to give the Executive power necessary to do 
the job. But when I find the Executive goes ahead and, through some 
devious—and I will use that adjective—route, does things and the 
Congress has not set up the machinery for it, I am against that. 

Mr. Ditton. We do avs the authority which you set up, though, 
which could be used in the case of textiles. In these other items, we 
have, as has been pointed out, no congressional authority to reach 
such agreements. They are unilateral actions. 
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Mr. Curtis. I think it is probably a good technique. 

Why would it not be well for the Congress to say what the 
Executive has done is a good idea ¢ 

Mr. Ditton. It might be. 

Mr. Curtis. One other thing. 

Another aspect of the quotas is the situation we find in regard to 
oil. There is a little different setup, as it is not a foreign country, but, 
because these oil companies that are doing the importing happen to 
be American-owned or controlled companies, there has been a very 
nebulous setup, and they do not want to call it an agreement, and I can 
understand why. It is because, I suspect, it would be violating the 
anti-trust law. 

If those things are desirable, do you not think that Congress ought 
to in this law spell out the authority under which the Executive could 
do these things, and instead of doing extralegally ¢ 

Mr. Ditton. The oil thing is a very complex thing. The Secretary 
of Commerce is the chairman of the interdepartmental committee 
that handles that problem, and I think he would be more competent 
to give you an opinion on that particular thing. 

Mr. Curtis. That is true on the economics, but we are talking about 
diplomacy, our relations with other countries when we do these things, 
and also I might state relations which the Congress has to the 
Executive. 

I have always gone on the theory that it is better to have it spelled 
out so that all our citizens know just how it goes rather than this 
business of the difference between government by law or government 
by men. 

Mr. Ditton. From the foreign policy point of view there is one very 
important distinction between these voluntary quotas and mandatory 
quotas that might be imposed by the United States, and that is that 
when a country voluntarily restricts its exports, such as Japan, it takes 
that decision on its own desire to do so because it thinks it is in its own 
interest, whereas when we either put in a mandatory quota or force 
them to agree to some quota which they may not want to agree to, it 
is very apt to be a chain reaction and we might inspire the other coun- 
tries to set up quotas of their own against our imports. So that is why 
we prefer these voluntary quotas. 

Mr. Curtis. I sort of suspect that Venezuela would probably feel 
a little bit better if they were the ones who made the decision on the 
limitation of the amount of exports of their product into this country 
rather than that decision having been made by American-owned oil 
companies. I am talking purely diplomacy now. 

It seems to me that where the nation itself does it, it is a little bit 
better from their standpoint. 

Mr. Ditton. That is correct. 

Of course, this oil thing is under a totally different situation. It is 
under the national security provision. 

Mr. Curtis. But nigenal security was not declared in this instance. 
It could have been, but it was not. 

Mr. Dixon. Yes. 

Mr. Curtis. They could do it mandatorily if they wanted to. 

Mr. Ditton. It was referred to the national security in this oil case. 

Mr. Curtis. The authority for doing things, as I understand it, is 
a mandatory proposition, and that is based upon national security. 
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I do not believe there is any provision in there for what has been done 
ona voluntary basis. 

Mr. Ditton. Yes, sir. The President has the authority under the 
national security amendment to do anything whatsoever to restrict 
imports if necessary, whether by voluntary or any other basis. 

r. Curtis. We have had a lot of people before us, including these 
oil companies, and that is the first time I ate heard someone maintain 
that we had the authority to do what has been done. I suggest we 
did not because it seems to me we would have to have spelled out in 
the act a provision that brings about a waiver of the antitrust laws 
that might have a bearing on this in the event it is voluntary quotas. 

The very fact that the oil companies refused to say there is an agree- 
ment indicates that they do not want to talk about what it actually is. 
But, from a practical standpoint, if it means anything, it is an under- 
standing, and all I am asking here is whether or not it would be 
better, if these are good techniques,'to have them, even though it is in 
broad terms, spelled out in this legislation so that we are following the 
law instead of just whatever someone happens to think is a good idea. 

Mr. Ditton. The oil problem is a highly technical legal problem 
that I really don’t feel competent to talk about. 

Mr. Curtis. Thank you, Mr. Chairman. 

Mr. Grecory. Mr. Dillon, we thank you for your appearance and 
the information given the committee. 

The committee will now adjourn until 2 o’clock this afternoon, at 
which time the Secretary of Labor, the Honorable James P. Mitchell, 
will appear. 

(Whereupon, at 12: 40 p. m., the committee adjourned until 2 p. m., 
this same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2 p. m., pursuant to the recess. 

Mr. Gregory. The committee will come to order. 

We are very glad to have you, Mr. Secretary. 

The next witness will be the Honorable James P. Mitchell, Secretary 
of Labor. 

You may proceed, Mr. Secretary. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR; 
ACCOMPANIED BY PHILIP ARNOW, ASSISTANT COMMISSIONER 
OF LABOR STATISTICS, AND LEONARD LINSENMAYER, ASSOCIATE 
DIRECTOR OF THE OFFICE OF INTERNATIONAL LABOR AFFAIRS 


Secretary Mrrcnett. Mr. Chairman and members of the commit- 
tee, I am pleased to appear here today to support the President’s pro- 

osals for a 5-year extension of the Trade Agreements Act, as em- 

odied in H. R. 10368 and its companion bills. I shall emphasize 
those aspects of this proposed program which directly concern the 
welfare of the American people. 

One fact emerges from any consideration of the foreign commerce 
of this Nation, foreign trade generates employment. 

In the Department of Labor, we have estimated that the jobs of 
about 414 million workers are attributable to the activity created by 
ae trade. ‘This is about 1 in every 14 workers in the United 

ates. 
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These 414 million workers include four major groups. By far the 
largest of these four is the group composed of 21% million nonagri- 
cultural workers in the factories producing goods for export and in the 
clerical, manual, transportation, and communication activities asso- 
ciated with actual shipment and exporting. Agricultural exports 
account for the employment of approximately an additional 600,000 
agricultural workers. 

In addition, imports of foreign produced goods generate employ- 
ment opportunities in the United States. These employment oppor- 
tunities come about in the first instance because imported goods must 
be transported and distributed within the United States, either to 
distributors or to industrial enterprises which process the imported 
materials. 

Over 500,000 workers in the United States are engaged in jobs in 
this transportation and distribution process. Then, there are about 
850,000 workers who are employed in the “first factory processing” of 
imported materials. This includes such activities as roasting and 
grinding coffee or making alumina from imported bauxite. 

The four groups I have described fall into two components that 
make up the total of 4.5 million workers whose jobs are attributable 
to foreign trade. Importation of goods from foreign countries pro- 
vides jobs for a total of almost 1,400,000 American workers, while 
approximately 2,100,000 are involved in our export industries and 
agriculture. 

I realize that this figure of 4.5 million has been discussed extensively 
in these hearings, as well as in public discussions on this question. 
The figure is a product of studies made during the past 10 years. The 
first figures on employment attributable to export industries were 
published in 1947 on the basis of data from the Department of Labor 
and other Government agencies. The current figure was first pub- 
lished in the Compendium of Papers on Foreign Economic Policy, 
published for the use of your Subcommittee on Foreign Trade Policy. 

In view of the interest expressed in these hearings regarding the 
basis for arriving at these estimates, I would like to digress from the 
main theme of my statement for a moment, to supply this committee 
with a brief explanation of the composition of these estimates. 

The figures on employment attributable to exports are estimated by 
taking the proportion of domestic production which is directly ex- 
ported and adding to it the indirect employment element—the workers 
backing up the direct employment. 

For example, in direct employment, these figures reflect the same 
percentages of total employment in mining bituminous coal and in 
the production of tracklaying tractors as the proportions of output 
of those commodities which were exported. They also reflect a simi- 
lar proportion of the employment of the people making tractor parts 
as well as a similar proportion of employment in the steel industry. 

These proportions were basically worked out in 1947 and 1950, and 
the net results of those estimates have been adjusted to the current 
date on the basis of overall changes in the quantity of exports. 

The 1.4 million workers whose jobs are attributable to imports fall 
into two groups. Slightly over half a million workers are involved 
in the transportation and distribution of imported commodities, peo- 
ple like longshoremen, customs brokers and their employees, and the 
employees of importers and agents. 
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The remaining 850,000 workers are the people who do the first 
processing of imported materials, the coffee roasters, the people who 
make wool tops and yarn from imported raw wool, and the workers 
who convert imported iron ore into pig iron and bauxite into alumina. 
This figure does not include secondary or further processing. That is, 
it does not include the workers making aluminum from alumina or 
making pots and pans from aluminum or the textile workers weaving 
cloth out of yarns made from imported wool. 

I know the committee is interested in the relationship of our present 
unemployment to foreign trade. The Department of Labor has made 
an analysis of the situation in the industries which have had the 
greatest employment declines in recent months. 

Manufacturing production and employment declined between late 
1956 and late 1957. The greatest portion of this decline took place in 
the durable-goods industries. During the same period, however, ex- 
ports of manufactured goods increased. 

For example, in the electrical machinery-manufacturing industry 
exports for this period were up by 15 percent, in the rest of the machin- 
ery industry by 16 percent, in transportation equipment by 5 percent, 
and in lumber and wood products by 7 percent. 

Thus, it appears that exports helped to cushion the declines in em- 
ployment in the very industries which have experienced the largest 
drops in production and employment. An extension of this act 
would have a beneficial effect to the degree that the conclusion of new 
trading agreements over the next 5 years would, in the long run, 
create more opportunities for the exportation of American goods and 
services. 

In this connection, I am sure we all agree that our economy must 
continue toexpand. Our eyes should be set on this goal of expansion, 
and I believe expanding world trade will contribute to it significantly. 

While I believe that the net effect of foreign trade is beneficial to 
the American worker, I recognize that there are and can be specific 
problems arising from import competition. Where these problems 
occur the proposed extension of the Trade Agreements Act would 
provide, through peril-point and escape-clause procedures as strength- 
ened by the President’s recommendations, machinery to protect the 
American worker in the event of serious injury or threat of injury. 

In the course of these hearings there have been presentations in 
support of certain proposals for specific aid to communities, businesses, 
and individual workers as alternative devices to providing tariff relief 
where there is a finding of serious injury under the escape-clause 
procedures. 

I believe reliance should continue to be placed upon tariff relief 
under such circumstances. It seems to me that under other conditions 
it is more desirable to rely upon programs of general application such 
as programs for area redevelopment and the basic unemployment- 
compensation system with improvements in both the amount and the 
duration of State benefit levels. 

I would like to comment also on the allegation which is frequently 
made, and usually with reference to specific countries, that in certain 
industries differentials in wages between the United States and other 
countries constitute unfair competition in foreign trade. 

If this were true it would not be possible for the United States to 
be the leading export nation of the world. We compete successfully 
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in a wide range of items in all markets from which our products are 
not restricted because of exchange problems. This is ample evidence 
that high-wage levels in and of themselves are not a deterrent to 
competition in international markets. 

Finally, I would like to make some observations regarding the for- 
el pripolier aspects of this problem as they affect the American worker. 
The President has said that enactment of this legislation is needed 
to strengthen the economies of our trading partners as well as our own 
and thus strengthen the free world in its effort to meet the challenge 
of Soviet Communism. This is vital to the welfare of American 
workers. 

The American labor movement has recognized the stake that the 
American worker has in the labor standards and level of living of all 
other workers in the free world and has for many years concerned itself 
with this problem. The United States Government, in its objectives in 
the international labor field, has also recognized this basic principle. 

The President pointed in his message to the necessity of meeting 
the new challenges of the Soviet Union in the economic field, and has 
characterized this challenge as a test of our free-enterprise system. 

It is vital to the interests of the American worker that this test be 
met successfully. His prosperity is enhanced if we can continue to 
sell a substantial amount of goods in other countries. This can be done 
only if other free countries can earn the purchasing power to buy these 
products, a process which depends basically on the ability of those 
countries and their workers to produce goods to sell to us. In this 
connection, it should be noted that the more highly developed countries 
are this country’s best customers for our exports. 

Thus, expanded foreign trade, both exports and imports, contributes 
to the economic growth of both America and the rest of the free world. 
It is a two-way process; they both grow, or neither grows. 

That, Mr. Chairman and gentlemen, is the completion of my pre- 
pared statement. 

I will be very happy to answer questions. 

Mr. Greaory. Thank you, Mr. Secretary. 

Are there questions? Mr. Eberharter will inquire. 

Mr. Epsernartrer. Mr. Secretary, I enjoyed your statement very 
much. 

I want to ask you specifically whether you have any objection to 
some special provisions in this proposed legislation which would give 
extra governmental help to areas where it can be shown they had been 
adversely affected by too many imports. 

Secretary Mrrcnent.. Mr. Eberharter, as I said in my statement, | 
think that in cases of serious injury because of imports we should rely 
on the escape clause as provided by hearings before the Tariff Commis- 
sion. I do not believe that special provisions are necessary. 

Mr. Epernarter. Now, Mr. Secretary, there is more that enters into 
the action of the President in many cases than merely the effect of the 
Tariff Commission’s recommendations. 

The President may reject the Tariff Commission’s recommendations 
because of international reasons which are very important because of 
general national interest, and therefore in some cases there is no ques: 
tion but what an area is adversely affected. Of course, I believe that 
the main consideration should always be the national interest and not 
some particular sectional interest but suppose that, for international 
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reasons which are in my opinion very important, the President rejects 
the Tariff Commission’s recommendations. ‘Then do you not think 
that it would be all right for the Government to step in and give 
help to that area by some special provisions as in the suggestion made 
by me? 

Secretary Mircuexii. Mr. Eberharter, there are proposed legislative 
measures before the Congress now that have been before the C ongress 
for several years looking toward the passage of area-redevelopment 
programs which are designed to assist those industries and those com- 
munities which have been distressed for any number of reasons. 

It seems to me that that approach is the sounder approach and one 
which, if Congress would see fit to act on it, would help solve some of 
the problems that you have in mind. 

Mr. EBerRHARTER. It would help in a general way but it would not 
help in a specific way with respect to these imports. That is my point. 

I feel that we should give some special provisions with respect to 
these areas that are affected. I think they should be entitled to per- 
haps more consideration insofar as unemployment compensation is 
concerned, insofar as giving of orders by the Federal Government is 
concerned, and in various other matters. 

Of course, I realize that it would be difficult of administration in 
some respects and I am afraid that the difficulty of administration may 
be the main reason why the Secretary of Labor does not favor the 
provisions which I have suggested be attached to this bill. 

Secretary Mircueut. No; I would not like to think that administra- 
tive difficulties would be the main reason, sir. I think that there are 
other problems. For example, you have, as I mentioned, the problem 
of extended unemployment compensation which is in the area with 
which Iam concerned. You have now a Federal-State system of un- 
employment compensation which is based upon a tax on e mployers for 
both administration and benefits. 

The standards of benefit and the amount and duration of benefit vary 
from State to State. It applies across the board to all people who are 
unemployed and eligible regardless of their regional industry attach- 
ment and, if one were to contemplate revising that Federal-State un- 
employment- compensation insurance system to accommodate people 
who are employed for one specific reason, I can imagine not only 
administrative problems of great magnitude but I can also imagine 
financial and relationship problems. 

Here again is an area where there is room for improvement in the 
Federal unemployment- compensation system, but I do not think that 
the approach is on a specific issue such as this. I think it is on the 
broader issue as I think assistance to industry should be on a broader 
issue e area redevelopment. 

Mr. Esernarter. Aside from the unemployment aspect of it, do 
you know that there are special provisions, declarations by the Fed- 
eral Government with respect to the letting of contracts to depressed 
areas? Why could not some specific rule” apply that where the de- 
pressed area results from excessive imports that relief could be given? 
I see nothing wrong with the Federal Government helping a little 
because the reason for the depressed area is the action of the Federal 
Government in the overall interest of the entire country and the in- 
terest of international relations. 
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I am giving you an argument now, Mr. Secrettary. I do not like 
to argue ‘with the witness. 

Secretary Mircueiy. Yes, sir. I would assume that under the 
present policy of the Defense Department and the other procurement 
agencies which is to let contracts in those areas of substantial un- 
employment that, if an industry were affected for whatever reason, 
the policy would still obtain under present arrangements that con- 
tracts will be let where there is subst intial unemployment. 

Mr. Exsernarrer. I want to ask this prepared question. Has the 
Department of Labor made any survey of the volume of unemploy- 
ment in domestic industries which has been caused by reason of 
imports especially ¢ 

Secretary Mircue.u. No, sir. 

Mr. Epernartrer. You have made no survey. Do you think that the 
import competition is an important factor in the present unemploy- 
ment situation ? 

Secretary Mrrcnenn. No, sir; Ido not. I think that our unemploy- 
ment would be higher were we not fortunate enough to have the 
present legislation which permits foreign trade. 

As I tried to point out in my statement, the number of people em- 
ployed in foreign trade is some four and a half million people. That 
is achieved only by our ability to negotiate with other countries and 
it is achieved by the large amount of our exports. Were we not to 
have this kind of legislation, I believe that we would have greater 
unemployment. 

Mr. Exsernarter. In other words, to sum it up, you do not attribute 
any of the present unemployment, deplorable as it may be, to the 
fact that we have import competition ? 

Secretary Mircuety. I misunderstood your question. 

Of course, there probably is some unemployment due to imports but 
the unemployment situation which faces us now of some 5,173,000 
people being unemployed cannot in any great degree or any minor 
degree, in my opinion, be attributed to imports. 

Mr. Esernarrer. Thank you very much, Mr. Secretary. 

Mr. Grecory. Mr. Mitchell, Mr. Reed will now inquire. 

Mr. Reep. Mr. Secretary, I was very much interested in the ques- 
tions which my colleague just asked in regard to the unemployment 
situatioin. Approximately how many people are unemployed at the 
present time? 

Secretary Mrrcneiy. The census figures, Mr. Reed, published for 
February were 5,173,000. 

Mr. Reep. Thank you very much. We have had a large number of 
reputable witnesses here representing outstanding industries in this 
country, some large and some small. Personally, I view with consid- 
erable alarm the unemployment caused by imports. Take, for in- 
stance, plywood. We had testimony here that the plywood factories 
all over the South are practically closed down because of imports of 
plywood into this country from countries where the labor differential 
is very marked as you know. Do you have any idea how many em- 
ployees are out of work because of the imports of plywood? 

Secretary Mrrcuetn. Well, sir, I think it should be noted that the 
lumber industry generally, of which the plywood industry is a part, 
has been severely affected in its employment by the decrease in 1957 
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of our housing industry and naturally the plywood industry, I assume, 
would be affected also. Whatever unemployment may exist in the 
plywood industry may be due in part to imports but certainly it is 
also affected by the decrease in construction activities in the country. 

Mr. Reep. That is your answer to that question ¢ 

Secretary Mrrcnetu. Yes, sir. 

Mr. Reep. Now, we have testimony here from men of high repute 
in the oil industry from the State of Texas. 

How many people are out of employment as a result. of oil imports? 

Secretary esttbaas: You are asking me that, sir ? 

Mr. Reep. Yes. 

Secretary Mrrcneiyi. We do not have figures on specific industries 
related to the effect of the imports on that industry. I might say that 
last year we asked Congress for an appropriation to study this prob- 
lem by industry. The Appropriations Committee of the House allo- 
cated some money, the sum of which I have forgotten, to enable a 
study to be made of this but it was not passed generally. 

Mr. Reep. The answer is that you do not know; is that right? 

Secretary Mrrcneiyt. We do not have any figures on it. That is 
right, sir. 

Mr. Reep. You have no idea just how many people in the coal mines 
are displaced as a result of the imports of foreign oil, do you? 

Secretary Mrrcuetu. Directly—no, sir. 

Mr. Reep. Have you any idea of how many are unemployed as a 
result of the invasion of the chemical industry with imports? 

Secretary Mrrcnexy. No, sir. As I said before, we do not have the 
means or funds or resulting figures to have that information available 
directly as a result of imports. I know of no Government agency 
that has. 

Mr. Reep. We have had testimony here from very high authority 
in the steel industry. I have also talked to some of the prominent 
persons in the steel industry. One segment of the steel industry in 
Atlanta, as I understand, is practically closed as a result of imports. 

Secretary Mrrcnety. The steel industry as you know, Mr. Reed, at 
the moment is operating at 52 percent of capacity which is certainly, 
not in my opinion, due primarily to imports. It is due to the business 
recession in which we now find ourselves. 

Mr. Reep. Do you know that in our cities of this country there are 
thousands of men out of employment in the steel industry as a result 
of imports of steel from Japan? 

Secretary Mrrcneny. I am not aware of that, sir. 

Mr. Reep. Now, take turbines, for instance. We had the testimony 
here in regard to the purchase of foreign turbines; 275,000 lost days 
of American labor were the result of that. 

Are you familiar with the stainless-steel situation and flat-silver- 
ware situation? Do you know how many employees are out of work 
there? 

Secretary Mrrcuett. We do not have the figures on that. 

Mr. Reep. Nor do you have figures for the glass factories in 
Pennsylvania and New York. 

What about the textiles?) The South seems to be suffering. The 
testimony seems to blame imports of textiles into this country but you 
have no figures on that, do you? 
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Secretary Mrrconeti. We do not have, as I said before, any figures 
that would give us the information that you are asking, which is, as 
I understand it, the number of people by industry, by location, who 
are unemployed directly as a result of imports. No sir, we do not have 
the figures. 

Mr. Reep. Is it your opinion that the differential in wages between 
the countries has no adverse effect on our employment here? 

Secretary MircHex.. I said in my statement, Mr. Reed, that appar- 
ently the differential of wages, under the assumption that the American 
wages are the highest in the world, does not affect our ability to export 
because we are the largest exporter in the world. 

Mr. Reep. Why are our factories moving abroad ? 

Secretary Mrrcneiy. I suppose there are markets abroad, sir. 

Mr. Rexp. That is, they figure that the only way to get into those 
markets is to go over there and take advantage of the cheap labor ? 

Secretary Mircuect. But at the same time American workers, 214 
million of them, are working on manufacture for goods for export. 

Mr. Reep. That does not explain the unemployment situation in all 
these factories. These people who have come here are, I believe, 
truthful people. 

Thank you very much, sir. 

Mr. Grecory. Mr. lkard will inquire, Mr. Secretary. 

Mr. Ixarp. Mr. Secretary, I have just a couple of questions here. 
I noticed that a moment ago you gave Mr. Reed the last figure of 
5,173,000 unemployed. 

Secretary Mircnen.. That is right. 

You stated that you had no particular special survey as to what 
portion of that unemployment might be related to imports. That is 
correct, is it not? 

Mr. Lxarp. Have you a figure available, Mr. Secretary, as an esti- 
mate of how many people might be on part-time work or less than 
full-time work at the present time in addition to this 5,173,000? 

Secretary Mircuretn. There were as of February slightly over 62 
million people employed in this country. 

It is our estimate that about 3 percent of that 62 million were work- 
ing on a part-time basis involuntarily. By that I mean that these 
people were available for full-time work but were not getting it, either 
on a 4-day week or short-hour week. 

You must realize, I am sure, that there are millions of people in this 
country who work part time as a regular economic desire of their own. 

Mr. Ixarp. I understand that. My mathematics are not too good, 
but just hearing the figure it would be in the order of 1 million. 

Secretary Mircnety. That is right. 

Mr. Ixarp. There would be a part-time figure of 2 million. 

Secretary Mircue... That part time is anything less than 40 hours. 
It could be 36 hours. It could be 35 hours. 

Mr. Ixarp. Yes,sir. Thank you very much. 

Secretary Mrrcney. I might point out on this question of the num- 
ber of people who are unemployed because of imports that the only 
figure that we have, and this is not, Mr. Reed, by industries because, 
as I say, it is unattainable, is that we took all the dutiable imports and 
the number of people employed in them at the highest level and then 
presently the number of people who were employed. 
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I must say that this is a narrow look at it but in those cases in which 
the Tariff Commission has found injury we have found that there 
was a decline from the peak to now of about 28,000 employees in those 

vases where the Tariff Commission found injury. 

Mr. Ixarp. Mr. Secretary, you mentioned that there were 214 mil- 
lion people, I believe, now employed on goods for export. Now, this 
28,000 or all, according to your formula then, of the unemploy ed w vhose 
unemployment you can attribute to cases of import competition that 
came before the Tariff Commission ? 

Secretary Mrrcuety. I would not say that was all. This is the only 
figure in numbers that we are able to put our hands on by just taking 
the escape-clause cases. 

Mr. Ixarp. How did you arrive at the 214 million figure of people 
that are employed ? 

Secretary Mircueti. Perhaps you were out of the room when I ex- 
plained that, sir. 

Mr. Ixarp. Ihadtogotothe phone. Iamsorry. 

Secretary Mircuext. It isexplained thoroughly in the statement. 

Mr. Ikarp. Thatis fine. Thank you very much. 

Mr. Grecory. Mr. Simpson will inquire, Mr. Secretary. 

Mr. Suwpson. Mr. Chairman. 

Mr. Secretary, I hope you are not one who believes that, because 
person opposes this bill, he is against foreign trade. Do you haliéve 
that because one opposes this bill that he is against foreign trade? 

Secretary Mrrcuett. No. I would not say I do believe that, Mr. 
Simpson. It depends, I suppose, on the extent or degree or kind of 
opposition. 

Mr. Srureson. Well, if we fail to renew this act and tariff levels stay 
right where they are today, how many of this 414 million you talk 
about would lose their jobs?) How much would trade be decreased, 
and why would it be decreased ? 

Secretary Mircueiy. Well, it seems to me that our ability to trade 
is dependent to an extent on our ability to negotiate with the other free 
countries of the world. 

Mr. Smrson. We did the negotiating in years past. It is all 
finished. Now we are asked to give authority to make new agreements 
and it was testified this morning that over the next 5 years the only 
other agreement probably would be in connection with the European 
economic area.and would invole a GATT operation over again. 

Secretary Mircuet.. Is it not possible, Mr. Simpson, that, if we were 
not able to negotiate, that we would lose some of the export trade 
which we now have and therefore decrease our employment 
opportunities ? 

Mr. Srareson. That might be so, except that, and I think I am right, 
every agreement we have would remain in effect; is that correct? 

Secretary Mrrcneiz. As I understand it; yes, sir. 

Mr. Srarpson. So that in every agreeme nt under which you state we 
have 44% million people employ ed, engaged in the export trade, and 
I accept that figure for the moment, the effect of the agreements in 
existence would be nil because they would remain in force whether 
we pass this bill or not ? 

Secretary Mircuety. Excuse me. 

Mr. Srupson. I was going to look toward the future a bit and find 
out where you expect us to get some more imports and some more ex- 
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orts and whose jobs will be improved by the new negotiations, what 
fields would be improved, and so on. 

Secretary Mircueti. As I understand it, we are faced with this 
European Common Market. We have to be prepared to negotiate 
based upon whatever changes may arise from that European Common 
Market and in addition it would seem to me that we should not remair 
at 414 million workers. We are going to have an increase in the labo. 
force of this country between now and 1965 of some 10 million people 
and we have to use every device that is open to us to increase the em- 
ployment opportunities of those people. 

It seems to me that one of the ways of doing this is through further 
development of our foreign trade. 

Mr. Simpson. Is it your point that we have to cut tariffs further in 
order to take care of our growing population ? 

Secretary Mrrcuett. No. My point is that we have to be in a posi- 
tion in the worldwide market to be able and ready to negotiate if we 
are going to expand our employment opportunities. 

Mr. Srmpson. In other words, you think that what we have already 
done is not sufficient ? 

Secretary Mircnety. No, I do not believe I said that, Mr. Simpson. 

Mr. Simpson. Maybe you did not. What did you say? 

Secretary Mrrcuet. I said that it seemed to me that w e had to be in 
a position, if we are going to maintain our trade position in the world, 
to be ready to negotiate with the other free countries of the world as 
the situation demanded. 

As I understood your question, it was to the effect, “Well, suppose 
that we just kept the status quo?” 

Mr. Stmpson. All the agreements remain in effect. 

Secretary MircHeE... To my mind that would be detrimental to the 
interests of the United States and perhaps detrimental to the employ- 
ment opportunities of the workers who are now engaged or who could 
possibly ne engaged in the future. 

Mr. Srupson. Mr. Secretary, it must follow from what you say that 
you have in mind some areas where we should increase imports from 

abroad, that is to say, some area where this authority will be used to 
bring about an increase in our import market from abroad, and I ask 
you what those areas are. 

Secretary Mrrcuety. No, I had in mind, sir, that, as I understand 
this, without our ability to negotiate we do not thereby have the oppor- 
tunity of increasing our exports. 

Mr. Stupson. Well, we want to cut our duties in exchange for con- 
cessions by the other countries and increase our export market and at 
the same time increase imports to pay for them, and I ask you in what 
areas do you think we should cut our duties ? 

Secretary Mrrcuety. Well, I would not know. This is a matter for 
the negotiators and it seems to me that there are over 2,000 items in the 

tariff schedules and I cannot say without a very careful examination 
which ones we should cut and which ones we should not cut if that is 
what you are asking me. 

Mr: Srreson. You come to the Congress and ask us to delegate 
authority to a complete stranger, not a Secretar y of State or a Secre- 
tary of Labor or Commerce but to a complete unnamed stranger; for 
us to delegate authority for him to select items and to cut them and, as 
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it was pointed out this morning, if the authority requested in this bill 
now before us is not used as it ‘night not be used until the last day of 
the 5-year term, the effective dates could be delayed for another 5 years 
and we may be doing something here today which will delegate author- 
ity to cut tariffs for 10 years to come. 

Secretary Mrrcuet. I assume, Mr. Simpson, that the delegation 
which is sought is to the executive branch of the Government ‘which 
is the responsibility of the President. 

Mr. Srmpson. That is right. It is up to the executive branch to do 
it but the question basically, as I see it, is whether Congress should 
let any executive branch control the economy of our country in this 
critical area for years to come. 

If there must be unemployment, would you rather see it abroad 
or in the United States ? 

Secretary Mrrcneiy.. Certainly our first concern and our first in- 
terest is to the workers of the United States. 

Mr. Stmpson. Yes. 

Secretary Mircuexu. It is my belief that the interests of the workers 
of the United States are best served by our ability to trade in the 
free markets of the world. 

Mr. Srupson. In the textile areas where people are out of work they 
make a case certainly that it is the result of unfair competition from 
abroad. 

Would you not rather see them able to buy electrical goods than 
to have them bought by people living across the ocean while these 
people sit on relief ? 

Secretary Mrrcneiy. I would certainly like to see the domestic 
worker able to buy electrical goods. . 

Mr. Srvreson. Do you question that their unemployment is caused 
by excessive imports ¢ 

Secretary Mrrcnety. I do not question that in some cases unemploy- 
ment is caused by excessive imports, in some cases but not entirely. 

The textile industry has for some years been affected not only by 
imports but by changes in customer requirements, by plastics, by 
merchandising and styling. 

Mr. Srwrpson. Are you suggesting that the American marketer and 
manufacturer cannot keep up with the desires of the American people? 

Secretary Mircnexy. No, I am not, sir. I am suggesting that the 
kind of merchandise that the American customer buys changes. For 
example, I am sure that Mrs. Mitchell does not wear any cotton petti- 
coats and there have been great changes in the textile industry in the 
last years which are not due to imports entirely. 

Mr. Stmpson. If you add the word “entirely” there it sort of changes 
the picture. I might admit there are other factors but we have had 
all sorts of testimony that the textile mills in our country have great 
unemployment in their areas and at least the people who run the 
businesses blame it on what they call excessive imports. Indeed, 
the countries from which the imports come with the knowledge 
of and the encouragement of our Departments of State and Commerce 
are effecting so-called voluntary agreements to stop shipping these 
goods into this country in amounts which the foreigner agrees are 
excessive. That is an admission on their part, I suggest, that they 
are causing unemployment here. Do you not agree with that? 
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Secretary Mircne.. Well, of course, Mr Simpson, I find myself 
in basic disagreement with what I think is the line of questions that 
you are putting. 

First, it seems to me that, of course, our first concern should be the 


American worker. 


Mr. Stmpson. Surely. 

Secretary Mrrcneny. And it is. 

It seems to me, however, that the American worker is benefited in 
the long run by an expanded foreign trade. Certainly, too, we need 
to be concerned about unemployment elsewhere because that affects 
also the ability of the people who now buy our exported merchandise 
to buy it. I do not think you can compartmentalize, if I may say so, 
this problem. It isa wide problem. 

Mr. Sumrson. Mr. Secretary, I know you are doing what you believe 
right to provide as much work as possible for American workmen and 
I do not question at all your belief that in the long run, in your opinion, 
it is best for our economy to have trade, and, I will add, even if it causes 
unemployment in some isolated areas as it is put to us; but, confronted 
as we are today with unemployment in as many areas, and I can point 
to the coalfields in Pennsylvania where there are thousands unem- 
ployed, it is not good for our economy and it is no answer to them 
to say, “Well, we are shipping a lot of electrical goods over to foreign 
countries where people are able to pay for them and the things shipped 
in here put you out of work.” 

Secretary Mircnei. Are we not also exporting coal ? 

Mr. Simpson. We are not exporting any coal from Pennsylvania. 
It is true that under the moneys available to the Benelux countries and 
a few others in Western Europe they are buying coal described as a 
highly specialized type for use in certain steel mills. They are ship- 
ping some from along the seacoast but it is not the kind of coal in 
which the unemployment occurs to which I refer. 

Now, may I ask you briefly about the 414 million workers referred 
toon page 3 at the top of the page. 

Secretary Mircuetn. Yes, sir. 

Mr. Stupvson. Frankly, I cannot understand how you arrive at the 
figure 414 million, at the top of the page. 

Secretary Mircnety. Well, let me see if I can explain it. Is there 
any particular question you have on this one, Mr. Simpson ? 

Mr. Simpson. Let me ask it this way. Does the 414 million include 
the number that are engaged in producing many items where there 
has been no reciprocal trade agreement in effect at all; for example 
agricultural products under section 480 ? 

Secretary Mircue.y. Yes, sir. 

Mr. Stmeson. Does that have a proper place in here ? 

Secretary Mircuen.. Well, it seems to me that you have to put this 
in the total area of foreign trade. 

Mr. Suapson. Maybe your men have a listing of the breakdown of 
the different areas in which this 414 million are engaged. For example, 
all 1 want to know are the ones who are affected by the reciprocal trade 
agreements program which we are asked to extend. ‘That is the 
pertinent matter. 

This 414 million includes goods that are sent abroad as a result of 
travel abroad. 
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Secretary Mrrcne.y. Perhaps we can get this figure. I do not have 
it here. 

We might get it if you could tell me how you would describe an 
industry that is not affected by the reciprocal trade program. 

Mr. Stmpson. I would say that if we sent mend goods which are 
a a a as in 480 program it is done without regard to the reciprocal 

“ade agreements. 

Secretary Mircnwenx. Is this the agricultural area ? 

Mr. Srmpson. Yes. I would say the goods which we ship abroad 
to pay for the dollars we have abroad through travel would go anyway 
whether we have a reciprocal trade agreements program or not. What 
I want to know is what the figure is ‘that, number one, we would gain 
by way of employment if we ‘did not have any tariffs and, number 2 
what we would gain if we use this 25-percent proposal the President 
has and cut the duties? What do you hope to pick up by way of 
employment under this bill ? 

Secretary Mircue... May we try to wrestle with that and give you 
something for the record ¢ 

Mr. Srwpson. We will need it in executive session. It would be 
helpful there. 

Secretary Mircureii. We will see what we can do with it. 

In further response to Mr. Simpson’s questions regarding identifi- 

‘ation of employment generated by foreign trade with specifie com- 
modities which have been considered under the rec iprocal trade pro- 
gram and on which concessions have been negotiated, I regret that 
available statistics on employment do not lend themselves to this kind 
of statistical breakdown. 

The specific commodities which have been the subject of reciprocal 
trade actions in many instances represent very narrow industry desig- 
nations or even segments of narrow industry designations. Employ- 
ment data are often not now available in this detail. This does not 
affect the validity of the larger industry groupings used in arriving 
at the figure of 414 million workers, because in such calculations we 
did not need to separ: ate out commodities by tariff treatment, but 
were able to use the broader export figures and the broader employ- 
ment figures. 

With reference to the question as to what we expect to pick up by 
way of employment under this bill, I would add to my observations 
at the hearings that we would first, of course, expect to maintain at 
current levels the jobs which are already being generated by foreign 
trade; and that, secondly, we met seek through ‘the negotiations that 
would be available to us in the next 5 years, on a case by case basis, 
to obtain tariff concessions from other countries in industries where 
we could expand our domestic production for export purposes. 

It is not possible to identify specifically the areas where we would 
hope to bring this about, for two reasons. In the first place, such iden- 
tification would require a study of our entire tariff sdotiopshion with 
countries with whom we expect to negotiate. We actually go through 
such a study prior to negotiations. Such a study at this moment 
would be premature until we ascertain further the kind of negotia 
tions in which we are likely to be engaged, the countries that will be 
involved, and the extent of the authority we will be able to use. Such 
a study must also be related to peril point findings made by the 
Tariff Commission. 
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The second reason that we cannot make such an estimate at this 
time is that the exact nature of the common external tariff in the 
European Economic Community is not known, as the Deputy Under 
Secretary of State for Economic Affairs, the Hon. C. Douglas Dillon, 
pointed out in his statement before this committee. We may expect 
information on this aspect of the Common Market development by 
the latter part of 1959. At that point we might make a more realistic 
approach to an assessment of the areas where we might hope to obtain 
concessions that would be valuable to our export industries. 

I would like to point out also that, as Mr. Dillion stated, we would 
not necessarily be able to utilize the entire 25-percent authority which 
this legislation would provide. The degree to which we could use 
this authority would, of course, govern the degree to which further 
jobs through increased export opportunities could be generated in the 
process of tariff negotiations during the next 5 years. 

Mr. Supson. I regret very much that we do not find the recogni- 
tion, just the frank recognition, that there is unemployment resulting 
from too low tariff rates as the Tariff Commission has found in a few 
instances and then proceed legislatively to correct it. I think the 
situation is bad under the reciprocal ious program and will get worse 
unless Congress has the courage to provide in written law assurances 
to American labor and management that we do want to preserve the 
jobs here at home and that, when competition gets too tough for 
them abroad, their Government will protect their market for them. 

I do not think it is right to create a situation that wipes out any 
of our industries here if the people want to work, and I refer at the 
moment to the glassware, the industries of that sort which are, as you 
know, declining rapidly. I would like to see them protected. Would 
you? 

Secretary Mircnetyi. Well, I certainly think that they have the 
opportunity through the escape clause procedure to seek such pro- 
tection and what I would be interested in is the effect on the total 
employment situation in this country recognizing that perhaps there 
is injury in certain industries which I will assume will be taken care 
of by the operation of the escape clause. 

Mr. Stmpson. That is what I am talking about. All I want to do 
is to assure that when under the escape clause there is a finding and 
relief is directed for it that we get it instead of creating the situ- 
ation in which the President may, if we sees fit, bypass it and discard 
it or seek the course of voluntary agreements made with foreign 
countries. 

Secretary Mrrcnexi. I misunderstood that. I assume then that 
the point you are making has to do with the escape clause and the 
operation of the Tariff Commission and so on. 

Mr. Srmpson. I would like to have the escape clause findings made 
available to the Congress and become effective unless Congress sees 
otherwise. I believe you do not agree with that? ; 

Secretary Mrrcnett. That is right,sir. Ido not. 

Mr. Stmpson. You prefer to leave it in the hands of the executive? 

Secretary Mircuety. Yes, sir. 

Mr. Simpson. And the result, as I have pointed out, is that in some 
instances we are having evidence that the Soeslan countries are asked 
to solve it themselves by voluntary agreements. That is what we are 
doing in the case of the stainless steel flatware. We are waiting un- 
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til we see what the Japanese will do by way of limiting their exports 

before we protect the American producer here. Do you belive in that 
olicy ? 

7 Sasebare Mircuetu. Well, there is always still the escape clause 

procedure, is there not ? 

Mr. Smpson. Yes, but as a result of the proceedings under the 
escape clause the President saw fit to withhold any final determination 
until he learned whether the foreign manufacturers by voluntary 
agreement will cut down on the imports which have caused the damage 
recognized by the Tariff Commission. 

Secretary Mrrcneit. I am not familiar with all the details of the 
ease but I would assume that, if there is no injury as a result of a 
decreased import, the purpose has been accomplished. 

Mr. Simpson. I have one other point and then I will stop. 

I noticed your suggestion that “manufacturing production and 
employment declined between late 1956 and late 1957,” as stated on 
page 4. “The greatest portion of this decline took place in the durable 

oods industries,” and so on, from which you argue that the exports 
1eld up in that business. 

Secretary Mrrcneiy. That is right. 

Mr. Simpson. I want to point out that the unemployment has been 
climbing in the critical areas, in the textiles, the plywood, the mining 
and all these that we have been mentioning, for years. The industries 
have been declining. They did not have any export market at all. 
These big, healthy, strong industries have their export market and 
I am glad they have it but, when the domestic market fell off, they 
shipped abroad so that it seems to me that the unemployment affected 
by the tariff has taken place before the current slowdown in business. 
Do you recognize that fact or not ? 

Secretary Mrrcueti. I must confess that I do not quite get your 

oint. The point we are trying to make here is that total employment 
in the durable goods industry has declined in the last year but that 
that unemployment could be ascribed to manufactured goods for export 
has not declined as much as total unemployment in those particular 
industries. 

Mr. Stmpson. But in the textile industry and others the decline 
had taken place long before that. That is my point. 

Secretary Mircnenx. Yes. I think we are talking about two differ- 
ent things. I was addressing myself in this portion of the statement 
to the fact that in durable goods industries employment decline, up 
until the fall of 1956 we had the largest number of people, the largest 
production in the durable goods industry that we have ever enjoyed 
and that there has been a decline since that. 

Mr. Siupson. You have not mentioned anything about training 
workers who have been displaced. Did you go into that subject? 

Secretary Mrrcnety. No, sir. I mentioned it here in my prepared 
statement. 

Mr. Suurson. Do you favor legislation of that type? 

Secretary Mircueiy. No, I do not. 

Mr. Suupson. What would you do with people who are unemployed ? 

Secretary Mircue.y. It seems to me, as I said earlier, that we should 
rely on the operation of the escape clause when serious injury is deter- 
mined and, if there are problems such as training, increased unemploy- 
ment compensation in benefits or duration or assistance to areas that 
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are hit for whatever reason, that there are measures now before the 
Congress which should be used generally. 

I was addressing myself particularly to this area redevelopment bill 
which is before Congress which gives an industry an opportunity or 
acommunity an opportunity to get assistance for redevelopment which 
would alleviate some of these problems. 

Mr. Srmprson. Thank you very much. 

Mr. Grecory. Mr. Mason will inquire. 

Mr. Mason. Mr. Secretary, on page 5 you state briefly that the 
labor content in certain goods in and of itself is not unfair competition. 
You call it, of course, difference in wages, which is another way of 
expressing the labor content in goods, and then you say this allegation 
is not true because the United States is a leading export nation of the 
world. That is, shall I say, your alibi. 

The situation, Mr. Secretary, that you have not taken into account 
when you make that statement is this: That we do not export goods 
where the labor content is high, like 60 percent or better and labor 
mostly, but we export goods-where the labor content is very small and 
the machine content and investment content is large; and, because of 
that, while our total overall exports are high and while in total exports 
we are the leading country, in these exports where the labor content 
is large we do not export but do import. 

That is where the difference is and that is where we have these jobs 
taken away from our American workmen in that type of labor mainly, 
shall we say. Is it not so that we export goods where the labor content 
issmall? We can compete there, but where the labor content is large, 
we cannot compete ? 

Secretary Mircueit. Well, Mr. Mason, I wish you could give me 
some specific industries. For example, we export automobiles. 

Mr. Mason. We export machine tools, and things like that. 

Secretary Mrrcuet.. The labor content is not inconsiderable. I am 
sure that when you talk to the employers in those areas, you find that 
the labor costs are of great concern to them. 

Mr. Mason. Very well, Mr. Secretary. Then on page 6, you state 
that they must earn the purchasing power to buy these products from 
us. That is dealing with this so-called imaginary dollar shortage. 

Now, our total imports, as you say, are as they tell us $13 billion 
and our total exports are $19 billion, which is a differential of $6 
billion, but when you take into account the $3 billion we spend every 
year in maintaining our Armed Forces in other countries, when you 
take the $1 billion that we spend for tourist travel abroad which is 
$4 billion, then when you take into consideration the $3 billion or $4 
billion in our giveaway program, we have more than made up the 
difference, and the facts are and the Secretary of State testified before 
this committee that there is a greater dollar balance in Europe in 
general today than there ever has been before in history and he put 
it at some $14 billion or $15 billion. 

I do not know that we have to buy any more goods to make up that 
dollar balance if we make it up in other ways. 

Secretary Mircueti. Mr. Mason, could it not also be put on the basis 
that this gives us an opportunity to increase our exports? 

Mr. Mason. Oh, yes, but we are paying $3 billion to maintain our 
Armed Forces. That is a considerable amount. One billion dollars 
in travel is a considerable amount beside our foreign aid. Whether 
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it is military aid or any other kind of aid, that is dollars, is it not? 

Secretary Mircuerit. Minus whatever the counterpart is. I do 
not know. 

Mr. Mason. Now, I want to ask this question. You have checked 
on the number of jobs directly engaged in export, 41%4 million, you 
have not checked the jobs that we have lost because of the imports of 
goods, have you? 

Secretary Mircneti. The 414 million figure, Mr. Mason, as I said 
earlier, is the sum total of all of those workers in America who are 
engaged in the manufacture and handling of goods for export and 
the handling and first processing of imported goods so that it is more 
accurately described as 414 million as the number of workers who are 
engaged because of foreign trade. 

Now, as to the number of people who are affected directly because 
of imports, that is a very dificult figure to arrive at. The one that 
I quoted earlier where we took the highest level of those areas where 
there are dutiable imports and shows the decline, it amounts to 28,000. 

I think that the number of people directly affected by imports 
is probably larger than that. How much larger would be very difficult 
to compute but I would not think that it is anything nearly approach- 
ing the 414 million; for example, if all of the dutiable imports that 
you could develop were running to a rate roughly equivalent to 
about a million workers and there was decline of 28,000 for all causes 
that have been involved in the escape-clause actions before the Tariff 
Commission and where injury has been found. 

I recall that in 1955 you asked the same question when we attempted 
to get some figures which I think we subsequently provided to the 
committee. 

I would be very happy to try to do that again but I might say that 
they will not be too accurate and they will be estimates of a very 
wide sort because they are very difficult to get. 

Mr. Mason. Suppose, Mr. Secretary, that of this $13 billion of 
imports we will say that $6 billion or $7 billion or $8 billion of that 
are imports that we do not make here, raw product or whatever it 
is which we need here, not in competition with our workers, and we 
will say $3 billion or $4 billion or $5 billion of it are imports where 
the labor content is high and that we do make it here and that it does 
displace labor jobs here. Could that not be figured out on that basis? 

ecretary Mircneiy. We could try, Mr. Mason. 

Mr. Mason. It seems to me that that is the way to get at it. Here 
are $13 billion in imports of this kind and that kind which we have 
to have. They are raw products which we must have. They are 
imports maybe of some coffee and that sort of product in which 
we do not compete, which do not take jobs from us. That would 
take $6 billion or $9 billion. Then there are $4 billion or $5 billion 
that do compete with our jobs and that has a high labor content 
and those $4 billion or $5 billion will have as much labor content in 
them as $10 billion of ours that we export with little labor content. 
So you have the number of workers employed there to ship that amount 
in, which takes away the jobs of our people, and we have the number 
of workers here in the auto, machine tools and all that, where the 
labor content is small that ships goods over there, and you will find 
that the exchange in labor content shows that we are getting the 
worst of the bargain. 
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Secretary Mrrcueti. Well, as I said, we will on the basis of what 
you are asking try to get it. Do you mean to exclude or include only 
dutiable imports ? 

Mr. Mason. Oh, yes. If they are free imports we do not consider 
that they compete with ours. 

Secretary Mircueti. Then we would exclude those people in coffee, 
which is free. 

Mr. Mason. Yes, because that is not competition. 

Now I have another question, Mr. Secretary. You talk about 
this escape-clause proposition. We are told that there are 9 
unanimous decisions by the Tariff Commission that injury had been 
done and only 2 were allowed, and 7 were denied because of 
international political reasons. Now, does that indicate that these 
escape-clause provisions are very practical or effective or are working 
or will give us the protection we need? That is one reason, Mr. 
Secretary, that there is a tremendous surge up here on the Hill that 
when there is unanimous decision on the part of the Tariff Com- 
mission that injury is done that that injury shall be taken care of 
automatically unless the Congress vetoes it, not the President. There 
is a tremendous growth of sentiment for that one provision to be 
included. 

Secretary Mironey.. Well, I do not have here any boxscore, Mr. 
Mason, as to those decisions in which the Tariff Commission was 
unanimous. 

Mr. Mason. That is what we were told, Mr. Secretary. 

Now, Mr. Eberharter asked you about what aid could or should be 
given in these areas where injury has been done and it was intimated, 
whether by you or by Mr. Eberharter, that maybe Government con- 
tracts could be let in those areas. I am working in a coal mine. My 
coal mine is only working 1 or 2 days a week or maybe it is shut down 
entirely. The Government cannot let me or my group that is out of 
work any defense contracts because we do not know anything about 
manufacturing defense materials, and so forth. We have worked all 
our years and lives in the coal mines or in the poultry industries or 
some of these other industries that have been injured and damaged 
and they are not in shape. They could not take any Government con- 
tracts. The Government contracts have to go to the industries, com- 
panies, large corporations that are able to produce the goods that the 
Government ard so that that is not a very good substitute for being 
out of a job. 

Secretary Mircuetu. I do not think, Mr. Mason, that I intended to 
imply that the letting of Government contracts in itself was the sole 
answer to this. I think I answered Mr. Eberharter’s question affirma- 
tively that the letting of Government contracts in the labor surplus 
areas, Which is now a policy of the Government was one facet of this 
to be used in alleviating unemployment. 

Mr. Mason. And it will in those fields where the unemployment is 
in highly technical machine tools and that sort of thing where they 
can do the job that the Government wants ? 

Secretary Mircue.y. It is not necessarily restricted to that. The 
Defense Department buys coal, for example. The Defense Depart- 
ment buys textiles. It buys many things which are not necessarily 
related to machine tools. 
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Mr. Mason. That is all, Mr. Chairman. 

Mr. Grecory. Mr. Eberharter will inquire again, Mr. Secretary. 

Mr. Experuarter. Mr. Secretary, a good deal of your stress has been 
put on the subject of labor content. It just occurred to me that I do 
not — how it is possible to figure out the labor content of a finished 
product. 

You take the automobile, for instance. Are you going to figure 
out the labor content of the dies that they use and the tools that they 
use and then the labor content of the paint that goes on to an automobile 
and then the total labor content of making the automobile and then 
the actual labor content of the distribution? It is almost an impossible 
task when you try to figure the labor content of a finished product. 

Do you think it is possible to arrive at the labor content? You have 
to take the labor content first going into the steel and into the wheels, 
and into the machinery that compresses that, and go all the way down 
the line. 

It seems to me that it is impossible to do it. I would not want any 
figures presented to the committee which would give the wrong 
impression. 

Sewetary Mrrcuetu. As I said, we would try to do the best we can. 
My feeling is that the labor content in the so-called manufacturin 
field or in the field where machines are used can be very much 
underestimated for the very reasons that you cite. 

Mr. Exseruarter. That is right. 

Secretary Mrrcueny. My impression would be that, once one started 
to analyze it, the labor content in an automobile or a tractor or a 
railroad car or any of the many things that we export is very, very 
high when you look at the whole picture. 

fr. Eperuarter. That is right. I have one more question, Mr. 
Chairman. 

You mentioned that there are approximately 414 million people who 
are gainfully employed due to foreign trade generally. I was given 
the impression from certain sources that those 414 million gainfully 
employed are of relatively higher scale of pay than the average 
employment in the United States. Is there anything to that? In 
other wares they are a higher paid group, are they not, generally 
speaking 
wee le MircHe.ti. Well, you would have to look at what we are 
exporting and this 414 million sore as I tried to point out, are those 
people totally who are engaged in foreign trade, either the manufac- 
ture or handling of goods for export or the handling of imported goods 
and that may go all the way from longshoremen to clerks. 

Mr. Eseruarter. So that you run into the same difficulty. 

Secretary Mircuett. Yes. They range from machine operators to 
skilled teakend die operators and it runs the whole gamut of our in- 
dustrial society in the main. 

Mr. Exernarter. Those actually engaged in the direct export are, 
generally speaking, a higher-paid group. That is my point. 

However, I do not think it is very important. Thank you very 
much, unless you want to make any comment. 

Secretary Mircueiyt. Nosir. I think you are right. 

Mr. Grecory. Mr. Sadlak will inquire, Mr. Secretary. 

Mr. Sapiak. Mr. Chairman. 


cu 
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Mr. Seer, many of the questions which I had outlined to put to 
you have already been pretty well prosecuted, especially by Mr. Simp- 
son and Mr. Mason. 

I was of the opinion that you were endeavoring to undertake an 
explanation of the 444 million. You might be doing it more specifi- 
cally for my benefit since I have made inquiries consistently through 
the Secings about the 414 million. You have undertaken a very diffi- 
cult task. I will say in all deference to you that I am not satisfied 
with the 41% million figure but I have been told repeatedly by those to 
whom I put the inquiry that I should ask the Secretary of Commerce. 
Inasmuch as Mr. Weeks is returning tomorrow, I will wait for Mr. 
Weeks with the questions which I have. 

However, I would not lose this opportunity to ask you just a few 
questions and I shall be very brief. 

In the compilation of the 414 million figure do you have any idea 
as to how many auto workers are included in that figure ? 

Secretary Mrrcnetx. No, not here, but I think on the basis of the 
automobile exports that we could give you some estimate which we 
can furnish you. 

Mr. Sapiak. Let us follow that just a little bit so that we might have 
agreement. How many automobiles do we export, approximately, in 
a year? 

aie Mircuetu. I do not have the figures here but they are 
obtainable. 

Mr. Sapuiak. It is my estimation that for the first time in 30 years 
we are importing more automobiles than we are exporting. Let us 
take a figure of 1 million automobiles which are being exported. How 
much of the automobile industry would you say was responsible for 
making that number of automobiles? How many employees would 
you say that represented ? 

Secretary Mircue.u. That is what I said we would try to furnish to 
you. I donot have it here. 

Mr. Sapiax. Likewise it would be the same thing, Mr. Secretary, in 
regard to the aircraft industry, because we export or give away air- 
planes, too. 

How much of the industry do we take in in the number of employees 
who manufacture those airplanes ? 

Secretary Mircuety. I know that in arriving at this 444 million 
figure we do not take into account the entire automobile or aircraft 
industry, if that is what you are implying. 

Mr. Sapuak. I will accept that. 

Will you tell me what percentage you do take in ? 

Secretary Mircuett. We will get that for you. 

Mr. Sapiak. Very well. 

You mentioned here, Mr. Secretary, on page 2, that the figure is a 
part of the studies made during the past 10 years. 

Secretary Mircueu. Yes, sir. 

Mr. Sapiak. That was after 1947. To whom did you supply such 
figures? Would the Commerce Department be one of the agencies 
to which you referred such data? 

Secretary Mrrcnetyt. We have supplied them to congressional com- 
mittees and we have “— them to other agencies of Government, 


and I assume that one of those would be the Commerce Department ; 
yes, sir. 





ercar 
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Mr. Saptax. Your initial undertaking was in the year 1947? 

aeeretaty Mircuett. May I point out what that initial undertaking 
was ! 

Mr. Sapuak. Yes. 

Secretary Mircuentt. The Department of Labor developed what 
was called the interindustry relationship to attempt to show the prod- 
ucts and the people, for example, in the automobile industry, the inter- 
relationship between the manufacture of sparkplugs and automobiles, 
the relationship between the amount of steel used in the manufacture 
of an automobile, this whole interrelationship. 

Now, that relationship which was developed in 1947 has been used 
as the base adjusted to our present economy. That is why we go back 
to this base of 1947. 

I might point this out, Mr. Sadlak: that this 414 million figure is 
a sound statistical figure. It is not a head count. It has a margin of 
error but I would not put that margin of error at more than a couple 
of hundred thousand. You could be wrong by that much as in any 
figure where you are dealing with such large numbers of people, but 
for the purposes which I am sure this committee wants, it is a reliable 
figure, and we will try to get you what you asked for in terms of air- 
craft and automobiles. 

Mr. Saptak. Mr. Secretary, let me ask you this: In that calculation, 
the tabulation of the 414 million, I heard the word “longshoremen” 
mentioned a little while ago. Do you include the longshoremen in the 
product going out and then again in the product coming into this 
country ? 

Secretary Mircueiit. When they are handling goods, as I say, in 
export and import, whatever they do in relation to foreign trade is 
included in this 414 million, yes. 

Mr. Saptiak. I do not say this facetiously, but you do not include 
the number of customs officers we have at the ports and include them 
as being engaged in export and import ? 

Secretary Mrrcnenx. If we did I do not think it would make any 
great problem as far as the figure is concerned because I do not know 
how many we have but I should not think it would affect the total 
figure very much. I do not know whether they are included or not. 

Mr. Sapiax. Let us follow this just a little further. 

I thing you mentioned the figure 28,000, Mr. Secretary, who are 
affected by the imports. In the figures presented to the Subcommittee 
on Foreign Tariffs, in which I am the minority member, page 6162, 
during the postwar period 1947 to 1956, according to data in the Tariff 
Commission’s reports the peak employment in the plant producing 
these 23 commodities was 113,000 workers, talking about the escape 
clause proceedings. 

Dr. Piguet, of the Library of Congress, mentioned the figure of 
about 260,000 in contrast to 414 million. 

Now, we have had testimony during the course of these hearings 
from industry, the textile industry for one, stating that there are 
hundreds of thousands of people in their industry who are being 
affected by imports. 

Would you then concede that necessarily your figure of 28,000 or 
the figure of 130,000 must be raised substantially ? 

Secretary Mircueiyi. I think I should restate what this 28,000 
figure is. 
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As I said earlier, this figure was arrived at by taking those industries 
that have sought before the Tariff Commission escape clause action, 
sm | serious injury; that the reduction from their peak to their 
present levels represented 238,000 people. That is what that figure is. 

Mr. Sapiak. I would not disagree that your figure was correct with 
the exception that it seems to me that it is far out of proportion to 
what the actual figure of industry and its workers who are being 
injured or threatened with injury is, Mr. Secretary, so that in my 
opinion it would be substantially larger than 28,000 or even 113,000 
in comparison to the 41% million. 

Secretary Mircue.y. Well, that may be. I do not claim that the 
28,000 represents, as I said before, all of the people who may be dis- 
placed by imports. I merely cited this figure to indicate that this 
is one figure that we can get with some degree of accuracy. 

Mr. Sapiak. I have 100,000 unemployed in my district which hap- 
pens to be the entire State of Connecticut. I do not say that that is 
100,000 out of work due to excessive imports but a large number of 
them are. 

Secretary Mircueiy. Of course, your big problem is how you deter- 
mine those people who are unemployed directly as a result of imports. 
I am sure that even the textile industry will not claim that its unem- 
ployment problem is due entirely and exclusively to imports. 

Mr. Sapiak. Mr. Secretary, when you say entirely, you put your 
finger right on the thing. 

It is partially. 

We have never maintained that it is all entirely due to imports. 

There is one further phase I would like to follow, and, of course, 
I am coming into an area in my district, meer the American New 
England area, which is very vitally affected by the stainless steel 
imports which mushroomed so badly. 

Mr. Simpson brought out the program of involuntary agreements. 
You are a member of the Trade Policy Committee, Mr. Secretary, 
are you not? 

Secretary Mircuety. Yes, I am. 

Mr. Sapiax. When we had the recommendations of the Tariff 
Commission, having found serious injury in the stainless steel flatware 
case, were you consulted in any way! Were you asked to comment 
upon the effect on the American workers of this involuntary agreement 
that had been agreed to? 

Secretary Mircuetn. Yes, we were. 

Mr. SaptaK. When these matters then were up for unanimous deci- 
sion, you agreed with the situation that had developed in the final 
analysis? 

Secretary MircHen.. We do. 

Mr. Sapiak. So that, as far as the Secretary of Labor is concerned, 
you and other members agreed that nothing should be done as far as 
the recommendation of the Tariff Commission was concerned or that 
they had to accept the voluntary quota which the Japanese themselves 
imposed ? 

Secretary Mircuett. Bearing in mind always that you had the es- 
cape-clause action if there were serious injury. 

Mr. Sapxiak. I will not follow that because Mr. Simpson tried to 
follow that. However, it is my understanding that the machinery is 
just being set up so that we might be able to know definitely how 
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much of the stainless steel is coming in from Japan. So, although 
they have imposed a quota as of November 1, nobody knows how 
much has come in here before they started to keep track of the stain- 
less steel that is going to come in under the voluntary agreement. 

It is my understanding, from a man who testified here a number 
of weeks ago, who is an American citizen engaged in the manufacture 
of stainless steel in Japan, that he was of the belief that some 3,000 
dozen would come in here before April 1. So that here we get 3,000 
dozen and they have set upon themselves a quota of 54% million dozen 
for a year, which will mean that about 814 million dozen will come in. 

My stainless steel industry can forget themselves up there because, 
if the Japs adhere to what they have a in the velveteen case, where 
they had exceeded the quota which they had put up for themselves, 
and the Merrimack mill went out of business, the stainless-steel in- 
dustry in my Merrimack area can, too, go out of business. 

I have no other questions, Mr. Chairman. 

Mr. Grecory. Without objection, Mr. Secretary, the tables and 
figures requested by Mr. Sadlak may’be incorporated in your remarks 
in the record at this point. 

Did you not ask for some figures ? 

Mr. Sapuak. I think the Secretary had volunteered the figures, 
which he will give for Mr. Simpson as well as for me. 

Secretary cui, Yes. 

(The following material was subsequently submitted.) 


In response to the question by Mr. Mason, the Department of Labor has en- 
deavored to obtain some indication of the number of United States jobs which 
might, in the sense indicated by Mr. Mason be considered to be “displaced” by 
imports. 

As I pointed out in my personal appearance before the Ways and Means 
Committee, the Department of Labor had requested funds for fiscal year 1958 
to study and measure the effects which imports have actually had upon do- 
mestic employment. Although this request was recommended by the Appropria- 
tions Committee, it was not approved by the Congress in our final appropriation 
for fiscal year 1958. We are unable, therefore, to supply answers in the detail 
that is desired. We have used our limited resources to carry out an analysis 
of the theoretical maximum impact of the current level of imports upon do- 
mestic employment. 

It is possible to make this type of theoretical computation only if assumptions 
are made concerning which imports are competitive and the extent to which 
domestic production might fill the supply gap which would result if imports were 
eliminated. The calculation presented below was made using the following as- 
sumptions: (a) That all dutiable imports are competitive, and (b) that demand 
for imported products would be completely transferred to domestic products and 
that domestic production would immediately fill the entire gap. 

On the basis of these assumptions the domestic employment equivalent of 
dutiable imports has ranged between 900,000 and 1,000,000 workers during each 
of the past 3 calendar years, 1955-57. That is, it would have taken about 1 
million American workers to produce goods equivalent to dutiable imports in 
each of these years on the average. 

The assumptions upon which these estimates are based obviously lead to results 
which are much too high. In the first place, it is not necessarily true that 
“dutiable” can be equated with “competitive.” In the case of many commodities, 
dutiable imports are either not competitive with domestic production or some 
proportion of these imports supplement rather than displace United States pro- 
duction. In the first noncompetitive category we could probably place some of 
the commodities which are subject to an internal revenue import tax rather than 
a duty, such as some vegetable and animal oils and some nonferrous metals, as 
well as those items which have a market solely because they are foreignmade. 
In the second category of partial competition, we could place those commodities 
which are appreciably different from domestic products of the same general class, 
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such as woolen veiling used by some religious orders. We would also include 
in this category those items which, because of quality or price differences, reach 
a market that would not be tapped by American production. 

In response to questions raised by Mr. Sadlak, the following information is 
supplied : 

In 1957 the United States exported over 140,000 new passenger cars, 192,000 
new trucks and in addition, parts for assembly, accessories, and used cars valued 
at almost three-quarters of a billion dollars. Available data on employment cover 
the entire complex of the production and assembly of automobiles, trucks, bodies, 
chassis, and accessories, and it would be extremely difficult, and in fact, probably 
impossible, to obtain meaningful employment data at levels which would match 
the export groupings. Similar restrictions also apply to obtaining meaningful 
employment data related to aircraft, parts, and accessories. Therefore, the 
analysis of employment attributable to exports of autos and aircraft is pre- 
sented in terms of the auto, parts and accessories industry and the aircraft, 
parts and accessories industry. 


In 1957 United States exports of automobiles, trucks, buses, parts, and acces- 
sories amounted to almost $11 billion. These exports provided jobs for between 
50,000 and 60,000 workers in automobile and parts factories and jobs for approxi- 
mately another 30,000 workers making the steel, textiles, plastics, and other 
semifinished materials used in finished automobiles. These 50,000—-60,000 workers 
represent between 6 and 744 percent of total employment in the automobile and 
parts industry; and it is not possible to compute a similar percentage for the 
30,000 supporting workers. 

Exports of civilian and military aircraft in 1957 were over a billion dollars. 
We estimate that these exports provided jobs for more than 70,000 aircraft 
workers and approximately an additional 30,000 workers in the steel, nonferrous 
metals, and other industries providing the material and services consumed in 
aircraft production. These 70,000 aircraft workers account for about 8 percent 
of the employment in the aircraft and parts industry. 

Mr. Grecory. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, the point I am interested in has been 
pretty well dwelled upon, but there are some aspects of it which I 
want tocarry a little further. 

Your statement, on page 5, in reference to wage differentials, is 
the matter that I am most concerned with. Incidentally, I was happy 
to see your statement in regard to method of handling this problem 
of the trade adjustment proposal. I agree with you that the best 
way to handle it is through the tariff and escape clause mechanism 
rather than put it, if you are going to do anything in the distressed 
areas, to whatever reason for their being distressed. 

However, it seems to me that the argument that you advance as 
to wage differentials not constituting fair competition would not 
hold water. 

Your general picture I fully agree with, that we — can trade 
and trade successfully with a nation with a considerably lower wage 
scale than ours, and proof of that, as you stated, is that we are doing 
it. However, I do believe, in the point Mr. Mason was making, that 
if you break this down on a product basis you will find that 
there are certain products where the wage differential actually makes 
the difference and they tend to be higher labor-content articles and 
in trade, when we are trying to dig into the problems involved, we 
have to deal in specifics. 

I have heard this ——— advanced, and there is a lot to it 
possibly that the United States ought to become just a manufacturer 
of these products that require not so much a great quantity of labor 
but highly skilled labor and a lot of machinery and so on, and leave 
to the other countries of the world these products that require high 
labor content. 
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Do you agree with that philosophy ? 

Secretary Mrrcuex. No, I do not. 

Mr. Curtis. I do not either, I might say, but that is the only basis 
on which I think you could support the argument, that a high-cost 
labor country like ours can compete successfully overall with a low- 
wage country and use that asa sole answer. 

ecretary Mircueiy. I do not mean to imply that this was a sole 
answer. 

Mr. Curtis. I think we have to get into these specifics and the details 
of each industry and of each product to determine what the labor 
content is and other costs that go to make it up. 

We are not talking about equality, because no one is asking that 
anyone match our $2-an-hour scale. But when we are talking about $2 
an hour compared with possibly 20 cents an hour, it might make 
that much difference. 

I want to call your attention to section 336 of the Tariff Act of 1930, 
headed “Equalization of Costs of Production” where actually—and 
that is still part of the act—it states: 

However, under section 2 (a) of the Trade Agreements Act of 1934 it provided 
that this section, which sought to measure this wage differential, does not apply 
to products which have been subject of a foreign trade agreement under the 
Trade Agreements Act. 

But all this section does, as I read it, is have the Tariff Commission 
look into this aspect and then pass that information on to the 
President. 

It seems to me that it would be very beneficial if this were applicable 
today. Possibly then we would be digging into the details of these 
problems and we would know a little bit more right here at this 
moment whether in these products that we are concerned with— 
textiles, for example, pottery, glass, hardboard and so on—the wage 
differential is making a difference. 

Secretary Mrrcneni. Mr. Curtis, it seems to me that you could 
match, in a case where there was a sizable wage differential as between 
a product manufactured here in the United States and a product 
manufactured elsewhere where there is no injury caused to the United 
States manufacturer because of other factors other than wages, pro- 
ductivity, available resources and a number of things— 

Mr. Curtis. Transportation costs. 

Secretary Mitcne. Yes. 

So that you really get down to the point of considering a claim in 
these cases where there is injury proven. 

Mr. Curtis. That is the question I was going to ask. Maybe it 
would be well to ask it here. 

Should it just be a question of where injury is caused if we are going 
to try to attain the objectives of the Trade Agreements Act, which I 
happen to agree with, and, incidentally, as we try to attain the objec- 
tives that you point out on page 6, where you say that the American 
worker has been concerned with the labor standards of the people 
abroad, because it seems to me we have two ways: 

One, we are concerned about what might hurt us, but the second 
point is we are concerned as to what might help them, and, if we use 
the great domestic market which has been built up in this country as a 
tariff, as it were, as an incentive for these people to raise their wages, 
I think that would be accomplishing the purpose of the Reciprocal 
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Trade Act, so that I do not agree that it is a question of whether we 
might be hurting something in our country. I think we definitely 
ought to be thinking of the former, that we might be helping them. 

ecretary Mircuetu. I agree that in negotiations you can work it. 
Certainly there is one aspect of this where I would think that, through 
the organization that negotiates these agreements, that the problem 
of goods manufactured in a given country at substandard wages so 
far as that country is matted should be attacked. 

There is a mechanism now which permits attack through the griev- 
ance procedure of GATT. I find it diffcult to go much further 
through the reciprocal trade route toward the objective which you 
stated, which I agree with, that we have, to the extent within our 
power and capability, to help to raise the level of wages of the workers 
of the rest of the world in order to do many things, one of which is to 
make our product more acceptable. 

But how can you, for example, say that in order to import textiles 
from Japan the Japanese employer-manufacturer of those textiles 
has to pay his workers x cents an hour, which may be double the pre- 
vailing wage pattern in Japan? 

Mr. Curtis. Let me tell you exactly how it can be done and exactly 
as I have suggested. You donot have to do it that way. 

Say the wage scale is 20 cents an hour. It is around that right 
now. Say that if you increase it to 25 cents an hour the tariff goes 
down so much. You are not saying they have to do it. They can 
still go ahead and pay 20 cents and pay the tariff, but if they pay 25 
cents the tariff will reflect the additional cost. 

It is a very simple thing if anyone is interested in trying to do it. 
It seems to me that, if the objectives of the Trade Agreements Act 
are as I think they are, we ought to start thinking about those things. 

Mr. Secretary, up until about a year ago, judging by the answers 
I have gotten from witnesses over a period of many years, we did 
not even discuss these things in our trade negotiations. That is what 
seems to me would be beneficial, and maybe, if we put in Section 336 
of the Tariff Act or made it more fully applicable again, and also 
in our negotiations paid attention to the aspect of social legislation 
that we impose upon our producers, we might really be getting some- 
where. But I do suggest that just increasing trade with a country 
where maybe the capital take is 30 percent and they are still paying 
their workers around 20 cents is not going to help the United States 
or that country, particularly if we find that a lot of these surplus 
investments in those countries is coming right over here into our in- 
vestment markets. I think that might be documented, too. 

Those are the things that it seems to me we ought to be dwelling 
upon as we try to perfect this legislation and make it accomplish what 
we say we are trying to accomplish, which is increased foreign trade. 

These labor things are only one aspect of the social legislation, 
but a very important aspect. That is the only point I wanted to 
make here, and I would like the Labor Department to give some 
thought to whether maybe a little formalization of this might be good, 
and put it into this act. 

Secretary Mircueii. We certainly are in accord with you on the 
philosophy or policy that every means should be used to increase 
the wage level standards of the people with whom we are dealing. 
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I would like to study the problem. There is one part of it of which 
I am certain, and that is that we are certainly going to be able to move 
within the framework presently constructed in the area where sub- 
standard wages are being paid in relation to the wage leveis of the 
country we are dealing with. As to how much further we can go, 
I would like to study it and present it to you. 

Mr. Curtis. That is all. 

Mr. Grecory. We thank you, Mr. Secretary, for your appearence 
and the information given the committee. 

Secretary Mircnetzt. Thank you very much, sir. 

Mr. Grecory. Without objection, the committee will stand ad- 
journed until 10 a. m. tomorrow. 


(Whereupon, at 3:45, the committee was adjourned until 10 a. m., 
Tuesday, March 25, 1958.) 
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TUESDAY, MARCH 25, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Noble J. Gregory presiding. 

Mr. Grecory. The committee will come to order. 

We have this morning the Honorable Sinclair Weeks, Secretary of 
Commerce. We are very glad to have you back, Mr. Weeks. You 
are recognized. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE; ACCOMPANIED BY HENRY KEARNS, ASSISTANT SECRE- 
TARY FOR INTERNATIONAL AFFAIRS; ROBERT E. SIMPSON, 
BUREAU OF FOREIGN COMMERCE; AND J. J. SCHALET, OFFICE OF 
GENERAL COUNSEL 


Mr. Werks. Mr. Chairman, when I testified before you in support 
of H. R. 10368 on February 17, you were kind enough to invite me 
to return for my further comment and to answer such additional 
questions as committee members may care to ask me. 

I am here to again urge enactment of the reciprocal trade bill, with 
even more emphasis than before. 

The public wants it passed. 

Its enactment, coming in a period of decline, will be a strong boost 
to morale and the economy, because the program provides protection 
for more than 414 million workers whose ae depend on world trade 
and gives fresh assurance of expanding opportunities for business, 
agriculture, and transportation. 

Unlike public works and similar antirecession measures paid for 
by the taxpayers, trade is privately financed; its advantages shared 
by all participants and its future benefits expanding in pace with 
the enterprise of traders. 

The enactment of this bill also will have a tremendous impact for 
good on our foreign relations and national security. 

It will assure other nations of a continuity of United States trading 
policy. It will increase the solidarity and economic well-being of 
the free world. It will be a powerful, effective instrument in counter- 
acting the Soviet Union’s new global economic drive. It will 
strengthen allied defense against the threat of rising Communist 
military might. 

The proposed bill is rated by the President, the Congress, and the 
public as one of the most important measures before this session. 
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Its enactment will be acclaimed at home and abroad as one of the 
great acts of the year by our Government in extending job opportuni- 
ties, strengthening free nations, and waging total peace. 

I would like to parenthetically point out to you that our export 
trade has held up remarkably well in comparison with the economy 
as a whole. 

In the soft fourth quarter of 1957 when business was dropping off 
some, the exports of finished manufacturers exceeded in the fourth 
quarter of 1957 the fourth quarter of 1956 as they did in every quar- 
ter that year. 

Additionally, in January of this year, and these are the latest fig- 
ures we have, while the economy industrial production was off, I 
think about 9 percent, the exports of finished manufacturers were 
up 5 percent. 

These figures I give because I think they emphasize the point that 
I make, that this is good for those engaged in the business, the four 
and a half million people, and for the country as a whole. 

I particularly welcome the opportunity to be here again because it 
gives me a chance to comment on the points made by those who have 
appeared before you in opposition to the proposed legislation. I have 
been following very closely the testimony before your committee dur- 
ing the past 5 weeks. 

As I have gone over the statements of witnesses, I have concluded 
that most opponents of the reciprocal trade-agreements program based 
their position on one or another of seven basic arguments. 

With your permission, I should like to discuss these arguments one 
by one. I believe that none of them is well taken, for reasons which 
I shall attempt to explain. 


HAS THE PROGRAM REDUCED TRADE BARRIERS? 


Many opponents of the proposed legislation claim that the reciprocal 
trade-agreements program has not been effective in reducing foreign 
barriers to United States goods. In testimony before you witnesses 
have stated that there are more nontariff barriers to trade today than 
there were in 1934 at the program’s inception, implying that no prog- 
ress has been made under the program in eliminating quantitative 
restrictions and other nontariff barriers to trade. Having painted 
this gloomy picture—they oppose the program’s continuation on the 
ground that it has been ineffective and is likely to remain so if 
continued. 

These conclusions do not accord with the facts. The world in 1934 
was one where most nations were striving desperately to insulate 
themselves from the effects of a worldwide economic depression, with- 
out much regard to the effects of their actions on their equally unfor- 
tunate fellows. It was a world where quotas and other nontariff 
barriers to trade were widespread and multiplying, and where even 
the desirability of reducing such barriers was not generally accepted. 

Can anyone viewing today’s trade picture honestly believe that the 
conditions under which trade takes place have not improved enor- 
mously? Today all principal trading countries have formally agreed 
that nontariff ‘Ar should be eliminated at the earliest possible 
moment, and most important trading countries have in fact moved 
a considerable distance toward reducing such barriers. The remaining 








RENEWAL OF TRADE AGREEMENTS ACT 2715 


nontariff controls merely reflect the continuing payments difficulties 
of some countries. 

Over the past 10 years there have been widespread reductions of 
nontariff restrictions, particularly in Western Europe, where pay- 
ments problems have eased more than in other areas. All in all, today’s 
picture is a dynamic, naan one compared with 1934, and one which 
gives us every reason to be optimistic about the future of world trade, 
provided we and our trading partners continue to pursue the basic 
policies which have borne such fruitful results to date. 

To be realistic, however, a simple comparison of 1934 to 1958 makes 
no sense at all. Why? Because the program was hardly airborne 
when World War II changed the entire course of events. Obviously, 
the whole reciprocal-trade program was laid on the table until the 
end of the war. 

As a consequence I make the point, which I think cannot be contra- 
dicted, that any comparison should start not with 1934 but with V—J 
Day and I propose to give you a few facts which I think prove beyond 
a question of a doubt that trade and trade relations have made 
tremendous progress since 1945. 

In that year continental Europe and Japan were economically 
prostrate, the United Kingdom had exhausted a great portion of its 
economic resources during the bitter struggle, and, of the principal 
trading nations, only the United States was in a position to provide 
most of the goods so desperately needed for world economic recon- 
struction. In such a situtation, controls on international trade were 
bound to be widespread in the immediate postwar period, with or 
without a reciprocal trade-agreements program. 

The crucial question, rather, was whether the countries forced by 
economic circumstances after the war to erect barriers to trade would 
dismantle them when the need for them had lessened or disappeared, 
or whether these barriers would remain as a permanent characteristic 
of international economic life. 

The decision, as we have seen, was overwhelmingly the positive, 
outward-looking one, even though the ultimate objective of dis- 
mantling nontariff barriers has not yet been fully achieved. 

In my judgment it is hard to overestimate the part which the United 
States has played in producing the trade results which have been 
increasingly in evidence since the war. Our dominant economic 
position in the world during this period gave us an opportunity and 
a responsibility to “do something about it.” Foreign restrictions have 
decreased and our trade has continuously built up to the highest level 
in the history of any country. 

A I said when I came here to open these hearings, I do not by any 
means attribute these advances solely to the reciprocal trade-agree- 
ments program but again I emphasize that these were the rules under 
which the game was played while our trade was making such out- 
standing progress and in the light of the results how can one say 
the rules are bad ? 

I am convinced that had we not assumed a position of leadership 
when the free world was flat on its back, today’s trade levels could 
not possibly have been achieved. 

We have to remember that we are the most important trading 
nation in the world today and that what we do is taken very seriously 
by the rest of the world. 


24093—58—pt. 2-78 








2716 RENEWAL OF TRADE AGREEMENTS ACT 


If we were to dump this program overboard, or emasculate it, 
our action could well lead to a slowing down or even a reversal of 
current trends toward freer trade in other countries. Such a develop- 
ment would certainly not be in the interest of the United States or any 
other of the free nations. 

Professional traders are very much aware of the extent to which 
trade barriers abroad have been reduced and eliminated in recent 
years. Those not directly engaged in trade are often not fully 
— of him important and far-reaching these developments have 

en. 

I cited dollar trade liberalization figures for some countries in my 
previous testimony, and with the committee’s permission I will sub- 
mit for the record a brief statement on “Progress of Dollar Liberaliza- 
tion Measures in Western Europe.” 

Mr. Grecory. Without objection that will be incorporated in the 
record, Mr. Secretary. 

Mr. Weeks. Thank you, sir. 

I think it will interest all of you to know that over 60 percent of 
our exports to Europe now move free of any quantitative restrictions, 
and subject only to payment of appropriate duties. Even in the re- 
maining 40 percent area in which controls still exist, a very large 
volume of business is actually taking place, despite the fact that in- 
dividual transactions remain subject to import licensing or other 
forms of control. We have every expectation that the percentage of 
liberalized trade will continue to increase. 


CAN WE SELL WITHOUT BUYING ? 


Opponents of the trade agreements program claim that there is no 
real relation between what we buy and what we sell. One witness be- 
fore you made this point as follows, and I quote: 

It is our contention that foreign nations will buy from us when they have need 
of the goods in question and when our quality, prices and terms are competitively 
attractive, just as we will import those goods that we want and which are not 
otherwise available here. This is just good, common business sense. 

When I consider the trade of nations, I try to visualize the probable 
actions of persons in like circumstances. After all, nations like people 
must live either by their own efforts or by charity, and cannot for long 
spend more than they receive as income. 

We all, I think, agree that “need” is not the sole basis for an indi- 
vidual’s purchases; need can only be translated into a commercial 
transaction when the person possesses not only the desire but also the 
wherewithal to buy what he wants. 

And in the field of external trade, the relation holds as true for 
nations as it does for individuals. Nations, too, must evaluate their 
needs in terms of their purchasing power. 

Fortunately, this point can be demonstrated objectively. I would 
like to show you a chart depicting total international payments and 
receipts of the United States annually since 1919. This chart, I be- 
lieve, speaks for itself. Here is the line showing our payments; there 
the line showing our receipts. 

(The chart referred to is as follows :) 
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Mr. Weeks. It is hard to imagine two more closely correlated series 
of economic statistics. With only three or four exceptions, even year- 
to-year changes in United States receipts have consistently followed 
closely the levels of United States payments to foreign countries. 

What foreigners spend here for our goods and services is closely 
related to what we spend abroad for their goods and services, pres- 
ently the difference being balanced out for the most part by our invest- 
ments abroad, the maintenance of our military establishment and the 
private disbursements of our military personnel. 

I have tried to demonstrate that what other nations can buy from 
us in the way of goods and services is directly and intimately related 
to what we buy from them. 

The record for forty-odd years, I think, bears out that statement. 
We just kid ourselves if we fail to recognize that we cannot cut down 
on our imports without prejudicing our exports. The trade agree- 
ments program takes into consideration the close relation between what 
we buy and what we sell, and works for a gradual increase in both 
sides of the trade equation. 

Trade—meaning exchange of goods—has since time immemorial 
worked constantly to increase the well-being of the people in this coun- 
try and around the world. Trade makes it possible to expand pro- 
duction, to exchange skills, to increase abilities and to receive the full 
measure of inventive genius. 

A fair exchange enriches both the buyer and the seller. This, then, 
is the true meaning of commerce and it is especially true in the field 
of world trade. The encouragement of trade upon a “Free World” 
basis will certainly enrich the people of America. 


ARE SAFEGUARDS FOR AMERICAN INDUSTRY ADEQUATE? 


Much has been said in these hearings about the effectiveness of the 
safeguards for the American economy. Critics of the program have 
suggested that the safeguards are too narrow, that the remedies avail- 
able are too limited, and that in practice the remedies that are available 
have not been forthcoming. 

I disagree with these contentions. Let me comment on each in turn. 

There are two broad types of probléms against which we all agree 
safeguards are needed. The first of these is the possibility of serious 
injury to individual industries or segments of industries. In other 
words, the problem of “commercial injury.” 

The other is the possible threat to our national security, the risk 
that imports might interfere with production we need for national 
defense. These are two different problems and the safeguard provi- 
sions are similarly distinct. 

Our safeguards against commercial injury are of two kinds. One, 
the “peril point” procedure, is designed to identify such problems 
in advance and avoid making tariff concessions which will threaten 
commercial injury.. 

The other is a remedial provision, the “escape clause” designed to 
give individual firms and industries a procedure for seeking a remedy 
where concessions do as a result of unforeseen circumstances create 
such injury. 

Both of these safeguards, the one preventive and the other remedial, 
apply to all trade agreement concesions. They are administered 
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through careful procedures designed to insure a full o poste: to 
develop the facts in each case. They provide for public hearings, 
both before and after concessions are made, Tariff Commission studies 
both before and after concessions are made, and Presidential review 
on the basis of the Tariff Commission’s findings. 

In short, these procedures fully apply to icon of situations aris- 
ing under the act, both before and after negotiations. In my opinion, 
it cannot be said that they are too narrow in their applicability. 

The form and extent of relief legally possible under these provisions 
is also broad. In the case of the oe point, of course, the effect is to 
preclude the making of concessions where they would create injury. 
In the case of the escape clause, on the other hand, the Tariff Com- 
mission is authorized to recommend either tariff increases or quotas, 
as it finds necessary to avert injury. 

There has been some feeling that the limitation of these increases 
to 50 percent above the 1945 rate might in some cases make such relief 
inadequate. In recognition of this situation, the administration, in 
the bill before the committee, has proposed that the level to which the 
tariff could be raised in such cases be substantially increased by rais- 
ing the ceiling to 50 percent over 1934. This change would impor- 
tantly enlarge the relief available under the escape clause. 

Some witnesses have suggested that, quite aside from the coverage 
of the provisions or the adequacy of relief permitted, the procedures 
have not in practice yielded the necessary protection. As evidence, 
they have pointed to the relatively few cases in which the authority 
has been utilized. 

The record shows that most unsuccessful escape clause applicants 
failed to obtain action because they did not alee a case for inju 
in their appearance before the Tariff Commission. Of the 87 cases 
filed with the Tariff Commission, 54 cases were either dismissed at 
applicant’s request, terminated without finding or rejected by the 

ommission. Four are still pending. The remaining 29 cases were 
sent to the President with a recommendation for action. 

In the history of the act, peril-point findings have been penetrated 
only once, and even in this case there is some legal question as to 
whether a finding was made. To me, this fact, and the further fact 
that of the thousands of products on which this country has made con- 
cessions over the past two decades only 29 cases have been recom- 
mended for modification by the Tariff Commission, constitute clear 
evidence that the safeguarding provisions of the legislation are effec- 
tive and have been available. 

Now what of these 29 cases which were presented to the President 
by the Tariff Commission? These cases involved 26 commodities. 
Of the 26, for 9 he accepted the Commission’s recommendation; 3 are, 
in effect, still pending; and in 3 of the remaining 14 commodities 
he took other than tariff action to assist the industry. 

It has been suggested that the President’s discretion in these mat- 
ters be removed and that Tariff Commission findings be made final, 
subject to congressional review. I stated to the committee in my origi- 
nal appearance that this would be most unwise, and this is still my 
profound conviction. 

The President has in all cases based his decision primarily on con- 
siderations of injury and the prospect for remedying such injury. 
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Beyond this, he has had to and must always be in a position to weigh 
the effect of particular actions on our foreign relations, on our alli- 
ances, and on our military security. 

I submit that the record of the President’s action demonstrates that 
he has used this authority wisely in our national interest, and I con- 
sider it vital that he continue to retain this discretionary power. 

I reiterate my point that out of the thousands of concessions that 
have been made and received in this procedure, when the President 
saw fit in only 11 cases in the whole history of this procedure to take 
action contrary to the recommendations of the Tariff Commission, I 
submit that is an excellent record of applying the safeguards which 
the Commission intended to have applied. 

In concluding my comments relative to the testimony which has 
been given in criticism of safeguards, a word respecting the national 
security section seems in order. Here the coverage is even broader 
than in the case of the commercial injury escape clause. 

The President’s authority extends to imports of all items, whether 
or not they have been subject to a tariff concession. Here the Presi- 
dent’s authority is all inclusive, the adequacy of the remedies avail- 
able is self-evident. More to the point, the President’s action on crude- 
oil imports evidences the fact that the provisions of the statute are 
available and are invoked when occasion requires. 


DOES THE PROGRAM PROMOTE OUR ECONOMIC WELL-BEING ? 


Opponents of the trade-agreements program have contended that 
the proposed legislation might lessen, rather than add to, our economic 
wall beaer and might eliminate more jobs than it creates. 

If I thought this was a valid argument, I could not, of course, appear 
before you in good conscience to urge the proposed measures, as I do. 

In the 4 years between the Tariff Act of 1930 and the Trade Agree- 
ments Act of 1934, United States exports of finished manufactures 
averaged $1.8 billion anually, expressed in 1956 dollars, or 3 times 
the vs io of dutiable imports of corresponding goods. 

In 1957, our export figure was over $1014 billion. Even if we lean 
over backward to be cautious by arbitrarily reducing the actual value 
by an amount equal to the total value of United States aid to foreign 
countries, we still have a figure of over $8 billion. 

This conservative figure of $8 billion is more than 314 times the 
dutiable import total of $214 billion. This means that, after sub- 
tracting the value of all our aid, our exports of manufactured goods 
have risen by more than $6 billion while our dutiable imports of manu- 
factures were rising by only $1.7 billion. Now I recognize that the 
passage of time, the growth of the United States and foreign econ- 
omies, and the wartime dislocations all detract from the value of 
comparisons of recent with prewar figures in this field. I merely 
want to point out that the record, so far as it goes, certainly lends 
no support to the argument that this legislation has lessened our 
economic well-being. 

I want again to stress our favorable trading experience during 
the past 5 years, after many of the dislocations of World War II 
and its aftermath had disappeared. This was a period of rapid growth 
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in our imports of manufactured goods, but an even more rapid growth 
in our exports of such goods. 

From 1953 to 1957, the increase, measured in constant 1956 dollars, 
of United States exports of finished manufactures—from $5.8 billion 
to $8.1 billion—was considerably more than double the increase— 
from $114 billion to $214 billion—in dutiable imports of correspond- 
ing goods. 

As I told you when last I testified, this strongly suggests to me that 
the ground rules of this game have been quite satisfatory, even though 
neither I nor anyone else can measure the precise degree to which 
the trade agreements program helped. 

Suggestions that the program might eliminate more jobs than it 
creates are not well founded. The fact is that, since the program con- 
tains fully adequate safeguards against significant injury to domestic 
industry, the question of existing jobs being “destroyed” by what 
we do under the program does not arise. 

We have not the slightest intention, under this legislation, of ex- 
posing any of our existing industries to serious injury in order to 
obtain tariff concessions benefiting other industries. Duty concessions 
will be made by the United States only on a careful, selective, and 
gradual basis, and will be confined, both by the peril point and escape 
clause features and by judicious administration of the program, to 
vases where this can be done without serious injury to domestic 
producers. 

This a forward-looking bill. As our economy expands in the future, 
the direction of that expansion will be influenced by our tariff de- 
cisions. The effect of the program is simply to permit future expansion 
to flow into more fruitful channels than might otherwise be followed. 
Expansion of our export trade creates new opportunities for the 
employment of our resources in fields where we are most productive. 

I want to make clear that we cannot be indifferent, as a nation, to 
the kinds of new jobs that are created as our economy expands. Some 
jobs are far more productive, and therefore pay far Rashes wages 
than others. 

Our exporting industries are typically high-productivity, high- 
wage industries, such as machinery, transportation equipment, petro- 
leum products, and chemicals. Approximately 70 percent of the 
exports of our manufacturing industries in 1956 came from industries 
where hourly earnings exceed the all-manufacturing average. 

A new job in a high-wage industry is not the same as a new job 
in a less productive and lower-wage industry, either for the individual 
worker or for the national economy. Both the worker and the economy 
as a whole gain when expansion takes place in our more productive 
industries. 

If future expansion, through the play of market forces, is predomi- 
nantly in such jobs, this will directly raise the average incomes and 
living standards of our peple, and will raise both our production 
levels and our productivity. 

In short, this is a question of permitting new jobs to be created 
where they will do the most good, both for the people in them and for 
the country. The fact that the trade-agreements program as pro- 
posed would have just that effect is one of my main reasons for recom- 
mending it. 
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HAVE OTHERS REDUCED THEIR DUTIES AS MUCH AS WE? 


Threaded through these hearings has been the assertion that foreign 
nations have not reduced their duty levels under the program on a 
scale comparable to our own reductions. Opponents of the program 
who make this claim conclude that it has been reciprocal only in 
name, and oppose its continuation on that ground. 

Let me start by saying there is no very satisfactory way to measure 
the level of a tariff. The usual procedure is to relate total customs 
collections to the value of imports. This procedure is defensible in 
numbers of cases, although, as I will explain, it can sometimes produce 
very misleading results. On this basis, the relationship ot duties 
collected by the United States to our total imports was 5.9 percent in 
1956, as against 15.6 percent in 1937. 

In passing I should say that more than half of this decline was 
attributable to climbing prices, rather than to reductions in duty 
rates under the reciprocal trade-agreements program. Some of our 
duties are levied on a specific basis; and where specific duties are con- 
cerned, rising prices automatically shift the relation of such duties 
to the value of the goods imported. 

Using the same procedure, let us look at comparable developments 
in other countries. For France, the 1956 figure was 5.9 percent, 
against 18.5 percent in 1937. For Germany, 7.2 percent in 1956, 24.4 
percent in 1937. Italy, 8.5 percent in 1956, 11.8 percent in 1937. 
Japan, 3.3 percent in 1956, 4.6 percent in 1937. Sweden, 5.6 percent 
in 1955, 21 percent in 1937. Venezula, 12.6 percent in 1956, 62.2 
percent in 1937. 

These figures, as we see, are fairly well in line. But it is to the 
United Kingdom that users of this argument point as the horrible 
example of lack of reciprocity. The 1956 figure for the United King- 
dom was 29.5 percent, a substantial rise from the 1937 figure of 21.3 
percent. And yet we know that the United Kingdom is traditionally 
considered a low-tariff country, along with Benelux, the Scandana- 
vian countries, and others. 

Who is right, and where does the truth lie? 

The answer is simple, and very well illustrates the dangers of eval- 
uating the reciprocal nature of the program solely by using statistics 
of one kind or another. 

The United Kingdom taxes rather heavily alcoholic spirits, tobacco 
and petroleum products, as we ourselves do, and as do most other 
countries. The United Kingdom, which imports a high proportion 
of its tobacco and petroleum products, finds it administratively con- 
venient to collect the taxes on these products at the time of 
importation. 

Domestically produced items pay an equivalent tax, so for excise 
purposes there is no discrimination against the imported product. 
Thus, the United Kingdom excise taxes on imported spirits, tobacco, 
and petroleum products show up as customs receipts. We in the 
United States collect similar taxes, but these do not show in our cus- 
toms receipts since the taxes are levied as internal excises. 

During and following World War II the United Kingdom sharply 
increased many of its taxes, including particularly those on tobacco, 
which account for nearly two-thirds of British customs receipts. 
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This fact, together with the nature of the British system for collect- 
ing these levies, accounts for the rise in the British percentage be- 
tween 1937 and 1956. If United Kingdom duty collections on spirits, 
tobacco, and petroleum products were eliminated from the calculation, 
the United Kingdom’s 1956 percentage would be 2.3 percent as against 
somewhat more than 4 percent in 1937. 

This, to me, explodes this great argument that the United King- 
dom is a terrible case in point of lack of reciprocity which I do not 
think exists. 

We have made these facts available to the American Tariff League 
and other interested parties in correspondence, but apparently have 
failed to demonstrate that they are relevant to a judgment about the 
reciprocal nature of the program. 

I have studied this general question of reciprocity closely, and I 
am personally persuaded that tariff reductions have in fact been re- 
ciprocal. The figures, inadequate as they are, generally illustrate 
this, despite spec jal and irrelevant cases such as that of the United 
Kingdom. 

Equally important, the very procedure under which we negotiate 

tariff concessions is itself a guaranty that we shall receive reciprocal 
cone essions. 

On this latter point I commend to your attention the report of the 
public advisers to the most recent United States delegation to the 
GATT. Their comments on the procedures and ability of the delega- 
tion, and the way in which it defended and furthered our country’s 
commercial interests, speak for themselves. 


THE PROGRAM’S RELATION TO THE EUROPEAN COMMON MARKET 


The comments about the European Common Market made by op- 
ponents of the program have been a bit confusing to me. The one 
point regarding the Common Market on which witnesses opposing 
the proposed legislation seem to agree is that there is nothing in this 
development which makes it desir able for the President to have the 
requested authority to enter into reciprocal-trade agreements. 

For example, Mr. Helfrich of the American Tariff League, in his 
February 21 testimony before you, quoted the Tariff League’s study, 
The United States in World Trade, as follows: 


Side by side with * * * possible long-range benefits, the Common Market cre- 
ates immediate, disturbing problems for the United States. Such a market is 
inherently discriminatory against United States trade, not necessarily by design, 
certainly not from malice, but because of the economic forces it unleashes. 


He went on to say: 


Its earliest likely effect for the United States will be a loss of a substantial 
portion of the European Market for many American exports, particularly manu- 
factured products. 

Given these views about the Common Market, one might expect 
Mr. Helfrich to conclude that it would be very much in our interest 
to negotiate reciprocal tariff reductions with the Common Market 
area. Such reductions would reduce the competitive advantages of 
European-produced goods within the Common Market, and would 


thus widen our marketing opportunities in that area. 
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To my surprise, however, Mr. Helfrich came to an exactly oppo- 
site conclusion, stating : 

We submit that on the basis of the past performance of our trade-agreements 
procedure, and in the face of the tremendously powerful economic forces re- 


ferred to above, it is not logical to place our faith in a further renewal of the 
Trade Agreements Act, nor in any further drastic cutting of our tariffs. 


Evidently Mr. Helfrich is ready to write off the trade losses he 
himself envisages as a result of the formation of the European Kco- 
nomic Community, because nowhere in his alternative recommenda- 
tions to the Congress does he make any specific reference to the Com- 
mon Market developments. 

Let me again state briefly some of my general views about the 
European Common Market, and why its creation has made the pro- 
posed legislation all the more necessary. 

Our discussions with the European Economic Community and 
GATT members to insure that the Common Market meets all the 
rules of the GATT will be of great importance to our exporters, as 
Mr. Dillon has told you. 

But even if we obtain everything we can legitimately seek in such 
negotiations, even if we conclude that our trade as a whole will not be 
adversely affected by these developments, in this dynamic situation 
some American products may still be competitively worse off than 
they are at present. 

In this changing context, with the rules of the trading game being 
drastically altered, we have received a commitment under GATT that 
the general incidence of the Common Market tariff will not represent 
a raising of present tariffs, and we know that new trading oppor- 
tunities will open up for many of our products. By the same token, 
however, other of our goods will find themselves at a competitive dis- 
advantage. 

I consider it important that the United States have authority to 
offer reductions in the Common Market external tariff below the level 
required by the GATT provisions cited above. For many of our ex- 
isting export industries, such authority will be the most hopeful 
means of creating conditions under which they can continue to com- 
pete effectively in the very important EEC market. 

We in this country have almost unanimously agreed that our exist- 
ing industries should be protected against serious injury arising from 
imports. It seems to me that our important industries producing 
for export should also, where possible, be assisted in maintaining 
their markets abroad in the face of basic changes in trading rules. It 
is just this type of assistance that our Government hopes to be able 
to provide under authority conferred by the proposed legislation. 


THE PROGRAM’S RELATION TO THE SOVIET ECONOMIC THREAT 


Finally, I would like to comment on the relation of the reciprocal 
trade-agreements program to the Soviet economic threat. Oppo- 
nents of the program have stated that they fail to see the connection 
between our program and Soviet moves in the trade field. Some point 
out, and correctly, that our program is not intended to bring about 
an abrupt and rapid increase in our imports. They then draw the 
erroneous conclusion that, since this is so, the program is ineffective 
in countering Soviet economic moves. 
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Let us look at this reasoning. When I last appeared before you I 
said, “The threat posed by the Soviets in the trade field is a real and 
serious one. It would be doubly serious if, while the Soviets preach 
and practice expanded trade, we were to retreat from our program 
and were to weaken ourselves by self-imposed restrictions on trade. 
Stop trade, and the nations dependent no international exchanges 
will surely move away from us and toward the Communist world.’ 

We need not throw open our markets to competitive imports to 
counter the Soviet threat; we need not seek to increase rapidly our 
imports from other countries. 

What is essential is that we make it unmistakably clear to our 
friends that we intend to continue to trade with them, in the full sense 
of the word, that we intend to buy from them as well as sell to them. 
It is essential that they know we intend gradually and reciprocally to 
work for higher levels of world trade, and that we do not intend to 
retreat from our very substantial progress to date in this direction. 

It is this confidence of our friends in the continuity and direction 
of our trading policies that is crucial. If they feel they cannot de- 
pend on our good intentions, oe will look elsewhere for the markets 
and supply sources they so vitally need. I know of no better way to 
generate or retain this confidence than the passage of the legislation 
under consideration. 

Still other opponents point out that the economic strength of the 
United States is a keystone to the free world position vis-a-vis the 
Soviet bloc. In this they are quite correct; where they go wrong is 
in seeing our program as a threat to our economic strength. I have 
tried to make clear the reasons why I believe it will make us stronger 
economically. In my view, this is a compelling argument in the 
program’s favor, and certainly not one against it. 

To sum up, let me repeat something I said to you on February 17: 

We need not meet the Soviet Union on every economic battlefield by offering 
to take commodities which are inadequate or surplus supply in the United 
States and for which our import markets are limited. But the reciprocal trade- 
agreements program is one of our strongest weapons with which to counteract 
their offensive. 

It does not in itself provide the complete answer to Soviet economic penetra- 
tion, but it is absolutely indispensable in the sense that, without it, nothing else 
we do is likely to be very effective. If we do not demonstrate to the world that 
we support the continuing reduction of obstacles to free world trade, if our 
failure to take action weakens our friends to the point where they fall into eco- 
nomic dependence on the Soviet bloc, we will have lost a crucial battle in the 
epochal struggle of our era. 

You gentlemen of the Congress must decide whether or not these 
words * * * which express my deep convictions * * * properly re- 
late the reciprocal trade agreements program to the Soviet economic 
threat. 

THE CASE FOR THE PROGRAM 


In my previous appearance before this committee I conveyed to 
you my conviction that the proposed legislation will make jobs and 
protect jobs, the jobs of more than four and one-half million Ameri- 
can workers whose livelihood is provided by world trade. 

I described the vast size a great importance of our trade, 
with our 1957 exports of almost $1914 billion, exclusive of mili- 
tary aid, and our imports in that year of $13 billion. I told you why 
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I believe the program is truly a reciprocal one, and described how it 
has helped break down restrictions abroad on the importation of 
United States goods. 

I related the important part played by the program in the favor- 
able development of our trade, and spelled out why I believe the 
program and the proposed legislation contain adequate safeguards 
against injury to American industry, workers, and agriculture. I 
described the ways in which the legislation will promote our ex- 
changes with Europe during the important period when the common 
market is being established. 

In addition, I told you how important I consider it that the Presi- 
dent retain his full discretionary powers in these matters, and how 
vital the program is to a successful countering of the Soviet economic 
offensive. 

If testimony in the weeks between my original statement and my ap- 
pearance here today had led me to change my mind on any of these 
points, I would tell you so frankly. But this is not the case. Having 
heard and considered the full arguments of those opposed to the pro- 
gram, I am all the more confirmed in my original views. 

Earlier in my statement I said that if I did not sincerely believe 
this program good for the country and its economic welfare I should 
not be here advocating it. 

Tariffs and their effect are not new to me. I have lived with them 
most of my life. In fact, for a number of years I was president of 
the Home Market Club, a protectionist organization which later 
drifted into the American Tariff League. 

Mr. Chairman, I want you and the committee members to under- 
stand that I do not quarrel with the protectionist or the free trader. 
In this historic controversy, almost as old as the country itself, there 
is a place for both, but the place for the country is the moderate, 
middle-of-the-road approach. 

It is trite to say that the world has changed in the last 25 years. 
Today it bears almost no resemblance to the world in which we lived 
in the early thirties. I have looked over this legislation carefully. 

I have tried to focus on the changed conditions which confront us 
today. Iam sold on the idea that this method of trading is the sound 
method in the world of 1958 and that its operation will inure to the 
great benefit of the people of these United States. 

I hope that my testimony today has helped clarify the reasons why 
I wholeheartedly support the legislation you are considering. I am 
at your disposal for questioning on any aspect of the program. 

I also remind you that the Secretary of Commerce is charged by 
statute with fostering and promoting foreign and domestic commerce 
and this I am attempting to do to the best of my limited ability. 


PROGRESS OF DoLLAR LIBERALIZATION MEASURES IN WESTERN EUROPE 


The 17 European countries which are members of the Organization for Euro- 
pean Economic Cooperation have cooperated since 1954 to reduce licensing 
restrictions on imports from the United States and other countries in the dollar 
area. The countries have reported regularly to OFEC on results, using 1953 
private imports as a basis for their statistical comparisons. 

The countries as a group had freed from import licensing requirements 
approximately 44 percent of private imports from the United States and Canada 
as of September 30, 1954. By January 1956, this liberalization percentage had 
increased to 54 percent, and by May 1957, 61 percent of private dollar trade had 
been freed from restrictive licensing. 
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The degree to which trade has been liberalized varies among the OKEC mem- 
bers. Progress has been by all countries, with two exceptions. Turkey still 
regulates all its dollar imports. France, which had liberalized 11 percent of its 
private dollar trade, temporarily suspended both its dollar and OEEC trade 
liberalization measures in June 1957 because of financial difficulties. 

A number of countries have increased the number of items in their dollar- 
free lists since the last general review conducted by OEEC in May 1957. The 
most importunt new step in this period was taken by Italy, which in June 1957 
extended its dollar liberalization coverage from 39 percent to 72 percent. 

As of February 1958, the individual percentages of dollar goods liberalized 
by the OEEC countries, based on private trade in 1953, were as follows: 

Austria, 40; Benelux (Belgium, Luxembourg, Netherlands), 86; Denmark, 66; 
Germany, 94; Greece, 99; Iceland, 33; Ireland, 15; Italy, 71; Norway, 86; Por- 
tugal, 53; Sweden, 68; Switzerland, 99; United Kingdom, 62; France, 0; and 
Turkey, 0. 

To date, most progress has been made in freeing imports of raw materials. 
Important gains have also been made in manufactured products, particularly 
capital goods, and in the field of agricultural commodities. Of the 17 OKEC 
countries, 12 have attained over 70 percent liberalization for food and feeding 
stuffs (this is for private trade only and does not include purchases by the 
state), 11 have reached at least 60 percent for raw materials, and 9 have 
exceeded 60 percent for manufactured goods. Several of the countries have 
made their dollar liberalization lists almost identical with their lists of goods 
which may be freely admitted from the other member countries of the OEEC. 

In addition to actual liberalization measures, most western European coun- 
tries have relaxed quantitative restrictions on dollar imports by increasing 
quotas, establishing quotas in instances where quotas had not previously existed, 
and by a more liberal licensing policy for items which have not yet been formally 
liberalized. 

According to the latest reports of the Joint Trade and Intra-European Pay- 
ments Committee of the OEEC, under whose supervision the OEEC dollar 
liberalization measures have been coordinated, no apparent hardships have been 
suffered by any of the member countries as a consequence of the dollar liberali- 
zation program. On the other hand, dollar liberalization has facilitated in- 
ereased production in Europe. In addition, dollar liberalization has helped 
OEEC members to increase productivity and to reduce inflationary pressures. 

Further progress in dollar liberalization is expected, particularly by countries 
whose general payments picture is sound or improving. Any indications that 
sales to the dollar area will drop—either because of general business conditions 
or because of changes in United States trading policies—would probably slow 
such progress. 

Mr. Grecory. Mr. Eberharter will inquire, Mr. Secretary. 

Mr. Esernarter. Mr. Secretary, in your statement, which I appre- 
ciate very much, you answered many of the detailed criticisms that 
have been voiced against this program. 

I had had prepared, and some of the other members of the com- 
mittee had had prepared, a long series of questions designed for the 
purpose of answering some of these criticisms, and also perhaps to 
some extent criticizing the program and the administration of it. 

However, this series of questions, if pursued by me verbally this 
morning, would probably take the rest of the morning and ooaee 
all day. So I wonder would it be agreeable to you if I submitted 
these questions and give you an opportunity to answer them for the 
record in detail and specifically as soon as possible? 

Secretary Werks. I should be very happy to do that, sir. 

Mr. EperHarrer. The series of questions runs about 15 pages, so I 
do not want to take the time to ask them of you. I will ask unanimous 
consent, Mr. Chairman, to submit these questions for the record and 
for the Secretary to answer specifically and in detail. 

The Cuarrman. Without objection, your answers will appear im- 
mediately following the questions. 
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Mr. Sapiaxk. Has the gentleman set any time limitation as to when 
the answers might be given by the Secretary ? 

Mr. Esernarter. I did ask that it would be as soon as it was Con- 
venient by the Secretary. Some of them have been answered in his 
main statement. 

I would hope he would be able to answer within a week. 

Secretary Weeks. I am sure I can and sooner. 

Mr. Curtis. Reserving the right to object and I do not object, 
these questions will be placed in the hearing and the answers, too? 

Mr. Grecory. That is correct. 

(The questions and answers referred to follow :) 


I. The recommended 5-year extension of the President’s trade-agreement 
authority 


(a) On no previous occasion since the Trade Agreements Act was origi- 
nally enacted in 1934 has the trade-agreements authority been extended for a 
period greater than 3 years. Why would not a 3-year, or even shorter, 
extension be satisfactory at this time? 

This question is raised because when authority is delegated to the Execu- 
tive by law it seems reasonable that Congress should have opportunity to 
review and, if appropriate, to revise the terms under which the authority 
is delegated. The only occasion on which it is practical for such reviews 
to be made are when renewal of the authority is considered. I think that 
some people believe that a 5-year period of extension within which it would 
not be feasible for a congressional review to be made would be inappro- 
priate, especially at this time, because of the important prospective changes 
in the domestic economy as well as in our relations with other countries. 
I hope you can give us your observations and thinking on this matter. 


Reply 

The administration's request for a 5-year extension of trade-agreements legisla- 
tion is directly and intimately tied in to the timing of the European Common 
Market. The first Common Market step toward adopting a unified customs tariff 
will take place on January 1, 1962, although there are also provisions in the 
Treaty of Rome which make it possible for some of these first steps to be delayed, 
if circumstances warrant. 

A description of anticipated steps leading to our Government’s use of the 
requested authority helps illustrate why a 5-year extension is being sought. 

During the first year, the United States would seek agreement by members of 
the European Economic Community and other GATT countries to hold a general 
round of tariff negotiations, and we and others would begin preparing for such 
negotiations. The willingness of countries to agree to such negotiations, and to 
begin their own preparations, would, in part, depend on how sure they were that 
the United States would be in a position to participate fully when the negotiations 
were ultimately held. 

The European Economic Community probably will not have worked out its 
proposed unified tariff rates until late in 1959. For some items, particularly 
those for which rates are to be settled by negotiation between common-market 
members rather than by a straight averaging of existing rates, the timing may 
be considerably later. 

Once the proposed unified rates are known, our Government can proceed with 
the long and painstaking job of preparing for the negotiations which the unified 
tariff will make necessary. Conservatively, we can anticipate that it will take 
from 12 to 18 months to study the individual rates, evaluate their probable 
effect on United States trade, and consider what reductions can safely be offered 
in return for reciprocal lowering of rates of particular interest to us. The process 
of preparing a list of possible United States tariff concessions is a long one, 
involving careful interagency study, formal public hearings, and formal Tariff 
Commission findings and action. 

All in all, our domestic procedures could not be completed until well into 1961. 
And then would come the negotiations themselves, complex and involving many 
countries, and certain to take over a year. Adding together all these minimum 
requirements, we see that if the Common Market met the earliest possible date for 
its first unified tariff step rather than some later date permissible under the 
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Rome Treaty, and if our preparations and negotiations themselves proceed 
without any delays, it might be possible to conclude negotiations by mid-1962. It 
would not be in our own interest, however, to take the chance that every one of 
these favorable assumptions will, in fact, come to pass. We need a full 5 years 
to insure that everything we do is done after we have studied all the facts and 
considered their implications. This is one field where haste will certainly lead 
to waste. H 

It has been asked why can we not prepare for negotiations under an authoriza- 
tion of more limited duration, and then anticipate that the negotiations them- 
selves can be carried out under some future authorization by Congress? To 
proceed in this fashion would be impracticable and unrealistic. Even if we 
disregard the possible wastefulness of preparing for complicated negotiations 
when they have not yet been authorized, we must always bear in mind that it 
takes at least two to negotiate. Given our country’s importance in world trade, 
our presence at negotiations of this sort is crucial to their success. Until 
our presence is guaranteed, other countries will not, themselves, undertake 
serious preparations. A too-limited grant of negotiating authority will prejudice 
the benefits we hope to obtain in these negotiations and, thus, will prejudice 
our trade interests in Europe. And this is true even if authority conferred by 
Congress for a more limited time period were later to be extended without 
change to cover the full 5 years. 

A more general reason for requesting a 5-year extension is the following: In 
negotiating for reduction of impediments to United States exports, a better deal 
can be made if the negotiating country has confidence that our course will not 
be changed for at least 5 years. Substantial commercial arrangements in the 
foreign-trade field extend over a long time, and governments, as well as com- 
mercial concerns, are reluctant to make long-term commitments unless they have 
some assurance that other governments will maintain a consistent policy for a 
reasonable length of time. Experience shows that foreign trade may be ad- 
versely affected by uncertainty about the trading policies of important countries, 
including our own. 

The Congress is, of course, free to review the operations of the program at any 
time, and not only when a renewal is being sought. We do not agree that “the 
enly occasions on which it is practical for such reviews to be made are when 
renewal of the authority is considered,” and do not consider this a valid reason 
for limiting renewal to a period less than 5 years. 

(b) Could you indicate in a general way the administration’s forecast of 
the trade-agreement operations contemplated during the 5-year period? Is 
it contemplated that there will be any important trade-agreement negotia- 
tions other than those which may relate to the tariff and foreign-trade 
policies of the common market? 

Reply 

During the next 5 years, the most significant trade-agreement negotiations will 
probably be those related to the coming into being of the European Economic 
Community. There may well be other negotiations during this period, however, 
and even the EEC negotiations will probably be general ones at which countries 
outside the common market will be negotiating with each other as well as with 
the European Economic Community. 

In addition, negotiations will be carried on if previously granted concessions 
are withdrawn by contracting parties, in order to arrive at compensation for 
such withdrawals. For example, if under escape-clause procedures we with- 
draw any concessions we have granted, negotiations to agree on compensating 
Substitute concessions by us or compensatory withdrawals by others will be 
conducted. It is expected that such negotiations would be very limited in scope. 

(c) The question has been raised as to why the United States should 
have to negotiate regarding the tariff and trade policies that will be adopted 
by the common market when we already have commitments from these 
countries regarding their application of most-favored-nation treatment to 
imports from the United States. Could you give us your explanation of this 
matter? 


Reply 


The General Agreement on Tariffs and Trade contains a provision (art. 
XXIV) which specifically permits two or more contracting parties to form a 
customs union, provided the duties and other trade regulations that the union 
applies against nonmembers will not, on the whole, be higher or more restric- 
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tive than the average of those previously applied by the individual countries 
forming the union. 

Once a customs union which conforms to the GATT provisions is formed, its 
members can permit trade to flow freely within the union while continuing to 
maintain duties to all nonmembers without violating the most-favored-nation 
provisions of the GATT. In other words, the most-favored-nation provisions 
of the GATT require members of a customs union to treat all nonmember con- 
tracting parties equally, but the most-favored-nation provisions do not require 
that members of a customs union treat both members and nonmembers of that 
union equally. 

As an illustration, under the Treaty of Rome, France will ultimately permit 
goods from Germany, Italy, and Benelux to enter the French market without 
paying any duties. At the same time, goods from the United States, Canada, 
Brazil, India, etc., will continue to pay duties when imported into France. 
Assuming that the European Economic Community is a customs union in the 
GATT sense, this disparity of treatment would not violate France’s existing 
obligation to extend most-favored-nation treatment to the United States, Canada, 
Brazil, India, etc., since there is an exception allowed for customs unions. 

Under the Treaty of Rome, duties and other barriers to the internal flow of 
goods within the Common Market area will be gradually eliminated in a 12- to 
15-year period. During the same period, the European Economic Community 
will adopt a common tariff toward goods imported from the United States and 
other countries. 

The first step in the elimination of internal duties will take place on Jan- 
uary 1, 1959, when Common Market countries will reduce their duties on goods 
coming from other members of the community by 10 percent. Beginning in 
1959, therefore, goods produced within the Common Market will have a competi- 
tive advantage over United States and other foreign goods, small at first but 
growing as the transition to free trade within the area proceeds. 

The first Common Market step toward adopting a common customs tariff to 
the outside world will take place on January 1, 1962. Basically, the unified 
rates will be an average of the rates now being applied by the countries which 
are forming the European Economic Community. On January 1, 1962, 30 per- 
cent of the difference between the present national rates and the new unified 
rate will be eliminated; the remaining difference will be eliminated in 2 addi- 
tional stages ending not later than December 31, 1972. 

Most tariff rates of the Common Market countries are now bound under the 
GATT. To the extent that adjustments of national rates to the new unified 
rates involve increases in bound rates, compensatory concessions will have to 
be made by the European Economic Community to maintain the balance of 
eoncessions. Negotiations for compensation are to be completed before such 
increases are put into effect. 

The GATT also requires that the common tariff shall have an incidence on 
the whole no higher than the general incidence of the tariffs of the individual 
member countries. In our own commercial self-interest, we shall have to study 
thoroughly, commodity by commodity, the new unified rates as compared with 
the present national rates. The interpretation and proper implementation of 
the GATT commitment will require not only such study but also broad-ranging 
and time-consuming discussions with the Euorpean Economic Community and 
other GATT members. 

Negotiations of the type described will be of great importance to our exporters. 
But even if we obtain everything we can legitimately seek in such negotiations, 
even if we conclude that our trade as a whole will not be adversely affected by 
these developments and that many American products will benefit from them, 
in this dynamic situation some American products may still be competitively 
worse off than they are at present. The administration considers it important 
that the United States have authority to offer reductions in United States duties 
in order to obtain reciprocal reductions in the Common Market external tariff 
below the level required by the GATT provisions cited above. For many of 
our existing export industries, such authority will be the most hopeful means 
of creating conditions under which they can continue to compete effectively in 
the very important EEC market. 


II. The reciprocal features of the trade-agreements legislation 


(a) It is my understanding that, in pursuance of the accession of Japan 
to the GATT in 1955, some concessions in our tariff were made to other 
countries for the purpose of gaining concessions by those countries that 
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would be of advantage to Japan. Can you tell us if it is contemplated in 
the prospective trade-agreement negotiations with the Common Market that 
we shall attempt to use our bargaining power to secure advantages for Japa- 
nese trade with the Common Market? If so, what do you think are the 
prospects for success in this effort? 


Reply 

At the 1955 negotiations for the accession of Japan to the GATT, the United 
States made some tariff concessions to third countries in order to expand the 
concessions of these countries to Japan. Reciprocally, Japan made compen- 
satory concessions to the United States for the concessions extended by the 
United States to third countries. In this process, the United States received 
duty concessions of equal worth to those it granted, thus fully retaining the 
reciprocal nature of the negotiations. 

Although these concessions represented only a minor part of the total ex- 
change of concessions in the 1955 negotiations, they proved useful in those cases 
where Japan could not satisfactorily compensate the third countries for the 
entire amount of concessions which they were prepared to grant to Japan. 

Since arrangements for tariff negotiations with the European Economic Com- 
munity are in a very preliminary stage, we still cannot say whether the United 
States would undertake similar third-country negotiations in order to secure 
advantages for Japanese trade with the Common Market area. If the United 
States were to undertake such negotiations it would, of course, be on the basis 
of a judgment that such negotiations would be in the national interest, that 
prospects for success in the effort were good, and that duty concessions of equal 
worth to those granted were obtained for United States products. 

(b) Is it contemplated that we might use our bargaining power in negoti- 
ations relating to the tariff and trade policies of the Common Market for 
securing advantages or reducing the disadvantages of the Common Market 
arrangement to countries other than Japan? I have in mind here the pos- 
sible effect of the formation of the Common Market on the trade of such 
countries as Brazil and other South American countries- whose trade in 
coffee and cocoa might be adversely affected because the overseas territories 
of France could sell coffee and cocoa duty free to the Common Market while 
imports of the same products from South American countries might be 
dutiable. 


Re ply 


We cannot rule out the possibility that we might use our bargaining power 
in negotiations with the Common Market in order to secure advantages for or 
reduce disadvantages of the Common Market to countries other than Japan. 
As indicated in the question, this possibility might arise in the case of under- 
developed countries which might be at a disadvantage in competing in the Com- 
mon Market area compared with dependent overseas territories of the Common 
Market countries. Again, because of the preliminary stage of planning for 
negotiations with the Common Market countries it is not possible to give a 
definite answer now on this point. 

(c) Another question that has been raised has to do with whether the 
trade-agreements legislation really contemplates the sort of triangular or 
multilateral reciprocity suggested by the foregoing questions. In this con- 
nection it has been said that the reciprocity contemplated by the trade- 
agreements legislation involves concessions on our part to individual foreign 
countries in return for reciprocal concessions on their part on their imports 
of United States products. Could you give us the benefit of your comments 
on this matter? 


Reply 


The question is raised whether the trade-agreements legislation really con- 
templates the sort of triangular or multilateral reciprocity referred to in the 
foregoing questions. Negotiations of this type are consistent with the reci- 
procity contemplated by the trade-agreements legislation. In them we give 
concessions in return for fully reciprocal concessions given to us by other 
countries benefiting United States products. 

The principle of the act envisages a balance of concessions granted and con- 
cessions obtained, but the act does not require that the exchange be limited 
to concessions granted by the United States to individual foreign countries in 
return for reciprocal concessions by that particular country on imports of 
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United States products. In the 1955 negotiations the United States maintained 
the principle of reciprocity by obtaining compensating concession on United 
States products in return for those we granted. We would fully observe the 
principle of reciprocity in any future negotiations involving this kind of multi- 
lateral reciprocity. 


III. Relations of the trade-agreements legislation and program to our economic 
tactics vis-a-vis the Communist bloc 


(a) How important are our operations under the trade-agreements pro- 
gram to countering the extension of Communist influence? My under- 
standing is that the trade-agreements program contemplates that our im- 
port and export trade with other countries of the free world will be con- 
ducted with a minimum of governmental direction or interference. Can 
a policy on our part not involving considerable governmental control and 
interference have any substantial effect in countering the Communist 
tactics of economic penetration and subversion particularly in under- 
developed countries? 


Reply 


The Soviet Union is conducting an economic offensive against the free world. 
Using combined programs of trade and aid, it is attempting to increase its 
influence in the non-Soviet world and to lessen our own. Such a program, if 
successful, could seriously endanger the United States position, political, mili- 
tary, and economic, in world affairs. 

The reciprocal trade-agreements program is one of our strongest weapons 
with which to counteract the Soviet offensive. It does not provide the com- 
plete answer to Soviet economic penetration, but it is absolutely indispensable 
in the sense that, without it, nothing else we do is likely to be very effective. 

A key factor in this situation is the basic orientation of other countries. 
Most non-Soviet countries prefer to maintain and enlarge their trade relations 
with the United States and other free-world countries, in preference to develop- 
ing their trade with the Soviet bloc, if this is possible. As long as foreign 
countries believe that conditions favor the development of free world economic 
relationships, they will be less suceptible to Soviet economic blandishments. 
But if they feel they cannot count on the United States—which in the minds 
of many personifies the free world—as both a customer and a source of supply, 
they will inevitably become more receptive to Soviet trade offers. 

Given the importance of the United States in world trade and its position 
of leadership in the free world, our own attitudes and policies toward interna- 
tional trade greatly influence the economic and even political orientation of 
many countries, including particularly the underdeveloped ones. 

We need not throw open our markets to competitive imports to counter the 
Soviet threat; we need not seek to increase rapidly our imports from other 
countries. 

What is essential is that we make it unmistakably clear to our friends that we 
intend to continue to trade with them, in the full sense of the word—that we 
intend to buy from them as well as sell to them. It is essential that they know 
we intend gradually and reciprocally to work for higher levels of world trade, 
and that we do not intend to retreat from our progress to date in this direction. 

It is this confidence of our friends in the continuity and direction of our trad- 
ing policies that is crucial. If they feel they cannot depend on our good inten- 
tions, they will look elsewhere for the markets and supply sources they so vitally 
need. The passage of the trade-agreements legislation under consideration 
would be one of the best ways to generate and retain this confidence. 

The trade-agreements program operates by reducing obstacles to trade, thus 
permitting private traders to seek out and develop trading opportunities. In 
certain situations involving Soviet economic penertation, our Government may 
well decide to counter Soviet tactics by taking specific actions designed to meet 
the needs of specific cases. Even when this may occur, however, the trade- 
agreements program will have laid a favorable foundation for our supplementary 
efforts; and without such a program, any specific steps we take are less likely 
to bring about the desired results. 

(b) Does the program recommended last year to the Congress by the 
administration with respect to lead and zinc indicate that the outlets for 
raw material production of foreign countries offered by the United States 
are to be rendered precarious by our policy? In this connection attention 
is called to the fact that it is apparently contemplated that restrictions on 
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lead and zine more or less similar to those recommended to the Congress 
could be imposed by executive action under the trade-agreements authority. 
Presumably the same might be said with respect to petrolem and products 
and may also arise with respect to a considerable number of other products 
including iron ore. The question I am raising at this point is how effective 
the trade-agreements legislation and program may be in our foreign relations 
if, under the legislation, restrictions on imports of raw materials are exten- 
sively applied as recent actions of the administration suggest they may be. 
Reply 

The effects of lead and zine imports on our domestic industry are now being 
studied by the Tariff Commission under escape-clause procedures, and it would 
therefore be inappropriate to comment on these particular commodities at this 
time. The administration is not proposing extensive restrictions on raw ma- 
terials. Any problems which arise on raw materials or other products will, as 
always, be treated on a case-by-case basis. Most careful consideration of the 
impace of any possible restrictive action on our foreign relations is assured by 
Presidential review. 

Withdrawal of concessions we have granted and the consequent raising of our 
duties detract in some measure from the favorable impact abroad of our re- 
ciprocal-trade program. Foreign countries are aware of our escape-clause and 
peril-point procedures, however, and when withdrawals grow out of findings of 
injury made after careful study, as is the situation in escape-clause cases, the 
undesirable effects of such withdrawals are minimized. Such actions are re- 
viewed and restrictions removed or liberalized when no longer necessary. 

Escape-clause actions to date have caused some dissatisfaction abroad, but 
certainly have not prevented the reciprocal trade-agreements program from re- 
maining an extremely effective tool in the conduct of our foreign relations. We 
expect this will continue to be true if the proposed legislation is adopted, and 
that it will be so even if we make additional withdrawals under our escape- 
clause procedures. 

While it is our Government’s policy gradually to lower our barriers to trade 
on a reciprocal basis, at the same time we have made it clear to the world that 
we intend to protect our existing industries against serious injury growing out 
of imports. Decisions as to injury, and the best ways to remedy such injury, 
should be taken on a case-by-case basis, after careful study and evaluation of all 
the facts, and in a true spirit of moderation. So long as this is done—and here 
again we see how important it is that the President’s discretion in these matters 
not be limited—our trade agreements program will continue to serve us well in 
the conduct of foreign relations. 


IV. Problems of the administration of the trade-agreements legislation and 
particularly of the peril-point and escape-clause provisions 


(a) The language of section 6 of the Trade Agreements Extension Act of 
1951 seems to say that no trade agreement commitment shall stand in the 
way of providing increased tariff or quota protection for any domestic 
industry that may experience serious injury from import competition. Is 
this your interpretation of the legislation—provisions of which the admin- 
istration is recommending continuance without amendment? If your 
interpretation of the escape-clause provisions is the same as I have sug- 
gested, how do you reconcile that interpretation with your statements that 
the President’s discretion can properly relate to matters other than those 
considered by the Tariff Commission in escape-clause cases? 

In this connection, attention may be called to the fact that the “may” in 
paragraph (c) of section 7, which relates to the President’s discretion in 
acting or failing to act on the Tariff Commission’s recommendations, can 
possibly be interpreted in two ways. It can mean that the President can 
disregard the Commission’s findings because he disagrees with them or be- 
cause, while accepting the validity of the Commission’s findings as to serious 
injury, ete., he does not consider that the considerations to which those 
findings relate should be controlling of the customs treatment of the imports 
in question. What I am asking is whether, in the view of the administra- 
tion, the escape-clause provisions (secs, 6 and 7 of the Trade Agreements 
Extension Act of 1951, as amended) enunciate the policy of permitting no 
serious injury to domestic industries from increased import competition, or 
does the administration consider that the trade-agreements legislation 
authorizes it to disregard serious injury to domestic industries because of 
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foreign policy considerations, the interests of domestic consumers and so 
forth. 

Reading section 6 together with section 7 and with the Senate report on 
the trade agreements legislation enacting these provisions in 1951, it is clear 
that section 6 was intended specifically to provide only for the inclusion of 
escape claues in new trade agreements and, with certain modifications, for 
their addition to existing trade agreements (see S. Rept. 299, 82d Cong., 1st 
sess., 5). Section 6 was not intended to prescribe the authority given to the 
President under section 7, which section was enacted at the same time as section 
6. Section 7 by stating that the President “may” give effect to escape clause 
recommendations by the Tariff Commission without any qaulifications as to the 
grounds on which he may reject them, gives him complete discretion in this 
matter. In this connection, it should be noted, that Senate Report 299 spe- 
cifically states: “It is the construction of this committee that escape-clause pro- 
visions resulting from sections 6 (a) and 6 (b), or other escape-clause action 
taken, shall be administered under the procedures provided in section 7 of this 
bill.” 

This interpretation that section 6 in no way affects the scope of the President’s 
discretion under section 7 to decide whether or not to accept escape-clause rec- 
ommendations was emphatically supported by the Ways and Means Committee 
report on the 1955 legislation. The committee enumerated various matters 
that the President may take into consideration in connection with escape-clause 
recommendations including “national-defense requirements, requirements for 
earrying on successfully the foreign relations of the United States, and the 
necessity for maintaining and strengthening the domestic economy of the 
United States.” And, with respect to injury the committee pointed that while 
the President should give full consideration to Tariff Commission findings, he is 
not and should not be compelled, “to accept findings * * * where it is his 
opinion that they are not soundly based * * *.” Accordingly the “may” in 
paragraph (c) of section 7, relating to the President’s discretion does not mean 
that he is confined to a single ground or justification for disagreeing with Tariff 
Commission findings of serious injury and related recommendations. 

(b) The administration reported to the Senate in 1955 that the so-called 
segmentation amendment of the escape-clause provisions was acceptable. 
Does this mean that the domestic production of even the narrowest classifi- 
cations of domestic goods that are considered “like or directly competitive 
with particular imports” is to be regarded as “an industry” within the mean- 
ing of the escape-clause provision? For example, suppose that the imports of 
plywood of three-sixteenths of an inch or less in thickness were found to 
have a serious damaging effect on the domestic production of plywood of 
similar thickness but not to have a damaging effect on the domestic pro- 
duction of plywood in its entirety, would the administration consider the 
domestic production of plywood of three-sixteenths or less in thickness a 
domestic industry for the purposes of the escape clause? Does the admin- 
istration consider the segmentation amendment acceptable because it does 
not need to base its decisions on findings of serious injury to domestic indus- 
tries within the meaning of the segmentation amendment, but could also give 
consideration to the situation in the light of a broader interpretation of the 
term “an industry” than that provided for in the segmentation amendment? 

Perhaps I might simplify as well as generalize the question I am here ask- 
ing to this language. Does the administration consider that serious injury 
from increased import competition to the domestic production of any com- 
modity, no matter how narrowly defined nor how unimportant in the total 
activities of the establishments and workers producing the commodity, 
should be the appropriate subject matter of the Tariff Commission’s escape- 
clause findings or of the controlling considerations in the President’s response 
to Tariff Commission recommendations in escape-clause cases? 

Reply 

I believe that the Tariff Commission has done a remarkably good job in the 
difficult task of developing satisfactory industrial classifications for the purpose 
of determining whether serious injury has been incurred or threatened. Let me 
add that I doubt that it would be possible to establish by law a precise definition 
of an industrial segment, either in terms of production facilities or end product 
or otherwise, which could be applied without resort to interpretation. 
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I believe the problem is one of reconciling the intent of Congress as expressed 
in the law with the characteristics of an industry and the limitations imposed 
by available statistical data. 

The Tariff Commission has apparently been guided by the structure of the 
industry, the characteristics of individual producing units, and the physical 
possibility of breaking down figures on production, profit and loss, ete. For the 
information of the committee I am glad to submit, at this point, a résumé we 
have made of the decisions of the Commission, since the effective date of the 
amendment, in which the scope of the industry was a matter of some significance. 

(a) Para-aminosalicylic acid and salts thereof in bulk, in report dated June 
16, 1956.—In this case, the claim had been made that the industry should not be 
taken to include one producer who produced in bulk, but who marketed in pack- 
ages. The Tariff Commission rejected this narrow definition of the industry and 
included all bulk producers no matter what form they marketed in. 

(b) Cotton velveteen fabrics, October 24, 1956—The Commission found it 
practicable to exclude corduroys from the industry, although they are produced 
in the same plant and to some extent on the same equipment and with the same 
labor 

(c) Cotton pillowcascs, November 21, 1956.—The majority of the Commission 
found the industry was not confined to pillowcases of print cloth and broadened 
its inquiry to include all unembroidered pillowcases of cotton. The Commission 
found no injury and the two dissenting Commissioners disagreed with the defini- 
tion of the industry maintaining that it should be taken to include only print 
cloth pillowcases. 

(d) Straight pins, January 30, 1957—The Commission was able to exclude 
from the industry other articles produced in the same plants and in fact on the 
same machines by omission of certain processes. 

(e) Spring clothespins, September 10, 1957.—The Commission defined the in- 
dustry so as to exclude other wood products produced in the same plant including 
slotted or standard clothespins. 

(f) Nonwoven wool felts, January 6, 1958—The Commission found it not 
practicable to distinguish apparel or decorative felt from other felts. It should 
be indicated that the distinction suggestion would be based upon end use 
rather than on the character of the product. 

(g) Stainless steel flatware, January 10, 1958—The Commission found it 
practicable to confine the industry to stainless steel flatware despite the fact 
that most of the domestic producers, including the four largest, are predom- 
inantly producers of other metal products. 

(h) Clinical thermometers, March 12, 1958—The majority of the Commis- 
sion defined the industry as covering the domestic production of clinical ther- 
mometer blanks and the domestic production of finished thermometers made 
from domestically produced thermometer blanks. The minority view was that 
the industry included the domestic production of thermometer blanks and the 
domestic production of finished thermometers whether made from domestically 
produced or from imported blanks. Each side maintained that the definition 
of the industry which it espoused had no effect on its recommendation which 
would have been reached even had it found the definition of the other side 
acceptable. 

At no time since the entering into effect of the segmentation provisions has 
the President disagreed with the Commission on the grounds that the Commis- 
sion was defining the industry too narrowly. However, as indicated by the 
question itself, the President, in reviewing the Commission’s recommendations, 
takes into account broader questions not open for consideration by the Com- 
mission. 

I should also like to refer to several questions asked by committee members 
with regard to the application of the segmentation principle in the case of 
plywood and glace cherries. There were escape-clause investigations on these 
products, but the causes were decided before the segmentation provision entered 
into effect in 1955. 

(c) Could the peril-point and escape-clause provisions be amended to 
advantage to provide for recognition of the scope of the interests affected, 
and the possibilities for alternative employment of the workers and facili- 
ties affected, by import competition? Would such amendment permit of a 
more appropriate compromise between the policy that seems to be enunci- 
ated by these provisions and the more general objective of the trade-agree- 
ments program—that of promoting increased access of American exports 
to foreign markets? 











2736 RENEWAL OF TRADE AGREEMENTS ACT 


Reply 


I believe it would be unwise to modify the peril-point and escape-clause 
provisions by amending them so as to give the Tariff Commission greater lati- 
tude to consider the scope of the interests in question or whether displaced 
workers would be absorbed by employment in other industries producing other 
products. 

It occurs to me that the consideration of a broader scope of interests af- 
fected in determining injury might involve some conflict with the segmentation 
provision in section 7 (e). Moreover, such an expansion might have an adverse 
effect on small business, that is, small plants producing only 1 or 2 items. 

The alternative employment exception seems open to the objection that it 
might be very difficult for the Commission to obtain definite assurance that 
adequate alternative employment would be available, quite aside from ques- 
tions such as adaptability of workers and location of alternative opportunities. 

(d) The President’s trade agreement authority authorizes him to impose 
quota restrictions on imports and also authorizes him to increase duties 
within specified limits on particular classifications of imports but does not 
authorize him to transfer goods from free to dutiable status. Do you think, 
and is it the administration’s position, that it would be appropriate to 
impose quantitative restrictions on imports of, say, tunafish or iron ore if 
it should be decided that increasing imports of these commodities are caus- 
ing or threatening serious injury to the domestic industries concerned? 
If this question arose, would the administration consider domestic iron 
ore mining to be seriously injured because the available domestic deposits 
of high-grade ores have been depleted and the domestic deposits of lower 
grade ores cannot be profitably exploited in the face of duty-free imports 
of iron ore? If not, how does this situation differ from that in lead and 
zine on which the administration recommended to the Congress last year 
that legislation be enacted to impose increased import restrictions? 


Reply 

This question may, I think, be divided in two parts. The first part should, 
I believe, be considered on the basis of principle, without reference to specific 
commodities. In this context, I would say that my understanding of the admin- 
istration’s position is that use of the quota mechanism would not be ruled out 
in the case of a free list item, if the Tariff Commission should determine that 
the concession on this item, i. e., the binding of the duty-free status of the 
item, was causing or threatening serious injury, within the terms of the law, 
provided no other effective means of achieving effective relief was available. 
In the latter case, I assume the executive branch would have to weigh the 
alternative remedies and decide which was in the national interest. 

The absolute quota is generally regarded as about the most objectionable 
type of trade restriction—as a kind of last resort to be used when less drastic 
measures fail. 

Some of the committee’s questions touched on the desirability of a change 
in the law which would permit the President to impose duties on free-list con- 
cession items in response to injury findings. I have always considered that 
Congress was loath to delegate authority to amend the free list, but this idea 
may have some merits on the theory that tariffs are preferable to absolute 
quotas. 

The second part of the question deals specifically with the probable admin- 
istration position on iron ore and tuna. This is a point on which I cannot be 
very helpful. It seems to me that there could be no advance position on hypo- 
thetical questions of this kind. The law itself provides for an exhaustive 
investigation by the Tariff Commission, public hearings, and a review by the 
President. Much would depend on the situation at the time of the investigation, 
the views and data submitted by interested parties, which would almost 
certainly be in conflict, and the findings of the Commission. 

It is particularly difficult for me to voice an opinion on specific products since 
at some future date there might be actual cases involving these products and 
since the findings of the Commission on such cases would be reviewed by the 
Trade Policy Committee of which I am chairman. 

There are various differences, it seems to me between the iron ore and the 
lead and zinc cases, but to enumerate and weigh all the substantial differences, 
aside from the obvious disparity in tariff treatment, would, I fear, require a 
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very thorough study. It would seem that in 1930 Congress felt there were 
substantial difference since they put iron ore on the free list and imposed duties 
on the lead and zinc items. However, I quite agree that the iron ore supply 
situation has changed significantly in the meantime. That segment of our 
steel industry which has made substantial investments in foreign reserves 
would probably disagree with the independent domestic miners as to the 
desirability of a duty or quota on imports of iron ore. 

(e) If the question arose as to whether restrictions should be imposed on 
imports of iron ore in pursuance of the escape-clause provisions, would the 
administration consider the interests of the steel industry as pertinent to 
its decisions or would the only question be whether the domestic iron-ore 
mining industry was experiencing serious injury from increased imports of 
iron ore? 


Reply 

Since some of the steel companies are also domestic miners of domestic ore, 
the question of whether the Tariff Commission would consider the interests of 
the steel industry in determining injury to iron-ore producers would depend on 
its interpretation of the segmentation amendment. 

If the Commission should make a serious injury finding and recommend re- 
medial action to the President, such action would be reviewed by the Trade 
Policy Committee. Such a review, in keeping with the scope of the President’s 
authority in escape-clause cases, might well encompass a broader area than 
that which was considered by the Commission, including the probable benefit 
of import restrictions to the domestic miners, and the possible adverse effects 
on other industries, the consumers, our international relations, our economy as 
a whole, and national security. 

(f) If the interests of the steel industry or other industries consuming 
a given material are to be taken into consideration in the exercise of the 
President’s trade agreements authority to impose increased import restric- 
tions, should this matter be referred to in the peril-point and escape-clause 
provisions of the legislation? Possibly also in the declaration of purpose 
of the act? 


Reply 

It seems clear that a conflict of interests as between industries is an unavoid- 
able corollary to the intensification of import restrictions on most raw materials 
and many semifabricated products. In the case of manufactured goods a similar 
conflict arises between the interests of manufacturers and consumers. 

It is my opinion that no amendment is required to clarify the intent of the 
law on this point. It would seem to me that the Commission would limit its 
study to the effect of imports on the competing producers, but that the Trade 
Policy Committee and the President should take into account the interests of 
other segments of our economy. 

(g) Could you explain for us the purpose of the proposed amendment to 
the Tariff Commission’s instructions which would direct the Commission 
immediately to initiate escape-clause proceedings whenever it found in its 
peril-point investigations that more restrictive customs treatment than that 
already in effect was necessary to prevent serious injury to domestic indus- 
try? Do not the Tariff Commission’s findings in both peril-point and escape- 
clause proceedings relate to the determination of the duties or customs treat- 
ment of particular imports necessary to prevent serious injury to domestic 
industries? Why then should the legislation provide for findings by the 
Commission in an escape-clause proceeding in cases where it will already 
have made the appropriate findings under a peril-point investigation? 


Reply 

The purpose of this proposed amendment is to expedite relief to the producers 
of articles on which the Tariff Commission in the course of its peril-point studies 
finds that existing rates are too low to avoid serious injury in the case of imports 
of a product which has been the subject of an earlier concession. At present 
the method provided in the act for effecting the recommended duty increases 
in such cases is by negotiation. 

It has been found that foreign countries with which we negotiate trade agree- 
ments are as a rule unwilling to accept these increases as a part of regular nego- 
tiations. In accordance with the provisions of the present law the President in 
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such cases has reported to Congress his inability to negotiate the recommended 
duty increases. 

It is true that when this report to Congress is made public an affected industry 
can ask the Tariff Commission to institute an escape-clause investigation. How- 
ever, this opportunity may develop only 6 months or more after the Commission 
originally decided that the existing rate of duty was inadequate to prevent 
serious injury. Under the proposed legislation, the Commission would institute 
an escape-clause investigation when its peril point study indicates the need for 
relief and not 6 or 7 months later. 

There is undoubtedly similarity between the Commission’s peril point and 
escape clause functions. In both cases, the Commission makes a judgment as to 
the tariff treatment which is considers necessary to prevent or remedy serious 
injury. However, there are several important differences. 

In its peril point operations, the Commission has before it a list of products 
on which the President has announced he may grant tariff concessions (reductions 
or bindings). The public hearings and briefs preceding the peril point studies 
are geared to this kind of an operation. Consequently, opponents of duty 
increases do not normally submit briefs or appear whereas they often make their 
opposition to increases known when duty increases are considered possible pur- 
suant to an escape-clause action in which the question at issue is specifically 
that of whether imports should be restricted. 

It should be noted that the Commission is not required to take the full 9 
months for completing an investigation. If in its peril point study it has 
assembled a substantial file of basic data, it might in some cases find it possible 
to shorten proportionately the length of time devoted to an escape-clause 
investigation. 

(h) I would like to draw your attention to the provisions of the bill 
contained on page 2, lines 3-5, (secs. 3 (a) (1)). This is the provision that 
would give the President authority to increase rates of duty by 50 percent 
above the rates in effect July 1, 1934. Previously that authority was limited 
to 50 percent above the rates in effect January 1, 1945. The President’s 
authority to increase rates of duty on many classifications of imports (par- 
ticularly in pursuance of the peril point and escape-clause provisions) would 
thus be increased because of the reductions in duties made by trade agree- 
ment action before January 1, 1945. 

You have explained that this change in the President’s authority is de- 
sirable in order that appropriate protection of domestic industries in some 
cases might require such increased duties. However, I understand that 
under the present provisions the President can impose whatever quota 
restrictions on imports he deems appropriate. Why, therefore, is it ad- 
visable to provide authority to impose higher duties than the present 
provisions permit? 

(If the answer to this question is that the administration is loath to use 
quotas, the question might be asked of whether the present provision and 
the provisions with the proposed amendment might not require the President 
to impose quotas, especially on duty-free goods.) 

If the administration thinks that quotas are generally not an appropriate 
device for restricting imports, why does it not recommend that the authority 
to impose quotas be dropped from the legislation. 


Reply 

The chief purpose of the proposed authority to increase duties to a level 50 
percent above that of July 1, 1934, is to give the President greater latitude to 
grant relief in escape-clause cases. 

I appreciate that he can now, and under the proposed law, resort to the 
imposition of absolute quotas for granting escape-clause relief, but I believe 
that in general it is preferable to accomplish this aim by raising duties. We 
regard absolute quotas as a drastic method of restricting imports and have 
for years been trying to discourage other countries from their use. 

I believe that it will be possible in most instances to prevent or remedy 
serious injury by raising duties within the limits prescribed in. the proposed 
legislation. However, I would favor retention of the authority to impose 
absolute quotas for use when the President finds that higher duties will not 
do the job. 
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It should be noted that the original Trade Agreements Act of 1934 gave the 
President authority to raise existing duties by 50 percent and this proposal 
would merely restore authority the President then had. 

(i) The impression seems to be widespread that the determinations of 
the Tariff Commission in escape-clause cases and the actions of the Presi- 
dent in response to Tariff Commission recommendations are arbitrary and 
eapricious. When the Tariff Commission recommends, or the President 
imposes, increased duties on imports in pursuance of escape-clause proceed- 
ings, the Commission and the President’s confidential advisers are frequently 
represented as being influenced by political pressures or by sympathies with 
interests in their home areas or by other considerations external to the 
policy or policies in the legislation. What would seem to be needed to meet 
this situation would be the development of reporting by the Tariff Com- 
mission and the executive branch which would indicate the development 
and application of consistency in recommendations and actions in different 
eases. In your view would this be possible under the existing escape-clause 
provisions? Could the legislation be amended advantageously in the direc- 
tion suggested by the foregoing comment? 

Reply 

First, I disagree with those who maintain that the determinations of the 
Tariff Commission or the actions by the President are either capricious or 
arbitrary. Second, I do not agree that the decisions of either the Commission 
or the President’s advisers are influenced by political pressures, local sympathies, 
or other extraneous considerations. 

This does not mean that I consider that the President in his decisions is 
limited by the same terms of reference as the Commission. On the contrary, 
I believe that the President should and does take into account the effect of 
his actions on the global economy of the country, our international relations, 
and national security. 

The Tariff Commission is a bipartisan body and its members are appointed 
by the President and confirmed by the Senate. It is my feeling that it has 
discharged its trade-agreement functions with great credit, in spite of the 
growing workload and the difficulty of effecting a corersponding increase in 
its staff of trained technicians. 

The reference to confidential advisers in the question is not entirely clear. 
However, I am glad to state that among the many Government officers whom 
I have met and with whom I have worked on this program, I have found none 
who have subordinated the national welfare to their selfish personal or political 
interests. 

Finally, let me say that I believe that the fears referred to in this question, 
unfounded as they are, should be allayed by the establishment of the Cabinet- 
level Trade Policy Committee, of which I am Chairman. As you know, one 
of this Committee’s chief functions will be to review escape-clause recommen- 
dations to the President and advise him on the action to be taken. 

On the point of providing in the law for additional reporting by the Tariff 
Commission and the executive branch on “escape-clause”’ actions, it does not seem 
to me that this would serve an useful purpose. 

The products involved in these actions vary widely—from basic raw mate- 
rials to finished manufactures—from mass produced items to those turned out 
on a relatively small scale by small business. In each case the factors vary, 
as does the relative importance of the factors. I believe that the Commission 
and the executive branch can operate in the best interests of individual indus- 
tries and the Nation as a whole if there is substantial flexibility in their terms 
of reference. I submit that these actions have to be considered on a case-by- 
case basis and that the executive branch has followed a consistent pattern 
insofar as possible in these circumstances. 

V. The national security amendments 


The national security amendment gives the President unrestricted au- 
thority to impose any restrictions on imports that he considers appropriate 
(upon the advice of the Office of the Director of Defense Mobilization and 
his confidential advisers) to adjust the imports of any article to a level 
that will not threaten to impair the national security. Presumably the 
President would take the position that such actions would not be violative of 
international obligations assumed under the trade agreements with foreign 
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countries because of the “security escape” provided for in the agreement. 
The only action taken in pursuance of the national security amendment 
has been the so-called voluntary quotas to which importers of petroleum 
have been asked to restrict their importation by the Director of Defense 
Mobilization. Presumably, however, this has not resulted in questions of 
our international obligations under trade agreements because of the fiction 
that the quotas are voluntary. It is to be presumed, however, that the 
effectiveness of the so-called voluntary quotas, such as it may be, is at- 
tributable to the possibility that quotas would be made mandatory if they 
were not abided by. 

(a) Do you consider the regulation of imports of petroleum by so-called 
voluntary quotas an appropriate exercise of Executive authority? 

Reply 

The use of voluntary undertakings in the case of petroleum imports is con- 
sidered an appropriate exercise of Executive authority. This appears to be 
supported by the wording of the President’s authority under the legislation. 

The statement immediately preceding the question is not strictly correct in 
the sense that it suggests that he petroleum importers were asked by the Di- 
rector of the ODM to restrict importations. Actually, the Director of the ODM 
cerified to the President that oil was being imported in such quantities as to 
threaten the national security. The voluntary import program was recom- 
mended by a special Cabinet committee, appointed by the President to investigate 
crude-oil imports. The program is administered within the Department of the 
Interior. 

(b) Do you consider that the authority of the President to restrict imports 
under the national security amendment, without any accounting of the con- 
siderations which prompt him to impose such restrictions, a proper delegation 
of authority? 

Reply 

The delegation in the legislation permitting the President to restrict imports 
under the national security amendment without any formal provisions for re- 
porting on the considerations underlying the decision, is a proper delegation. 
The President may, at his own discretion, decide to state publicly the considera- 
tions underlying an action taken. In the single cause, petroleum, in which 
action was taken, the basis for action was explained publicly. In any event, 
full opportunity has been given in all cases considered under the national 
security amendment for interested parties to present their views. 

(c) If the present escape-clause provisions are adequate to prevent seri- 
ous injury to domestic industries, why is there any need for the national 
security amendment? In other words, what circumstances can be imagined 
in which a domestic industry would not be seriously injured and yet its 
capacity to contribute to the “defense mobilization base” be impaired? 

Reply 

It is not unlikely that the changing requirements of our mobilization base 
might make desirable increased capacity in an industry which, while not being 
injured by imports, nevertheless refrained from expanding capacity or from 
maintaining needed developmental activities because of the existence of com- 
petitive imports. 

(d) The Director of the Office of Defense Mobilization has reported in 
previous hearings before congressional committees that he initiates investi- 
gations looking toward the restriction of imports under the national- 
security amendment only upon applications of interested domestic indus- 
tries. Is this an appropriate way to proceed with the possible application 
of import restrictions under the national-security amendment? Suppose, 
for example, all the domestic concerns supplying a particular product have 
facilities for producing such product in both Germany and the United 
States and did not care from the standpoint of their own profits whether 
the goods were supplied from one source or the other. Should the Gov- 
ernment be dependent on their appeals for the imposition of restrictions 
on imports under the national-security amendment? 


Reply 


It is understood that the Director of ODM does not consider that he is 
limited to initiating investigation upon the basis of applications from private 
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parties and he has stated this view recently before the Ways and Means Com- 
mittee. While he considers that he is importantly dependent upon cases called 
to his attention by sources outside of his own staff, which might well include 
other executive agencies and Members and committees of Congress, I have no 
doubt that he would initiate action on his own motion, should he perceive reason 
to do so. 

(e) In the administration of the national-security amendment it is ap- 
parently contemplated— 

(1) that the Director of the Office of Defense Mobilization shall 
initiate investigations regarding the bearing of imports of particular 
commodities on the national security and if he finds reason to believe 
that restrictions on imports should be imposed under this provision, 
he shall so report to the President ; 

(2) that the President shall review the Director’s appraisal of the 
situation ; 

(3) that if the President agrees with the Director’s conclusions, he 
shall cause an immediate investigation to be made to determine the 
facts; 

(4) that if the investigation made under (3) results in the same 
conclusions as those arrived at by the Director of ODM, the President 
shall review those conclusions and if he agrees with them shall take 
such action as he deems appropriate. 

Inasmuch as all these investigations and reviews would presumably draw 
upon the same sources of information, what grounds can there be for pro- 
viding for such a multiplicity of investigations, especially since all the 
investigations are conducted by the confidential advisers of the President 
and since the Congress and the public are not likely to have access to any 
diversity of opinion that may exist within the administration on these 
matters? 


Keply 

The language of section 7 requires the director of ODM to certify to the Presi- 
dent when the director has “reason to believe” there is a threat to the impairment 
or national security. ODM conducts an investigation to make this finding and 
prior to certification to the President. Section 7 then provides that the President 
is to “cause an investigation to be made to determine the facts.” 

The two investigations may cover some of the same ground. But the Presi- 
dent’s investigation is intended to be the final and conclusive one, in which the 
President, in his investigation, may see fit to use sources of information addi- 
tional to those consulted by ODM. 


VI. The definitions of the limitation on the President’s authority to reduce duties 
(a) What purpose is served by retaining in the legislation proposed the 
definitions of the President’s rate reducing authority under the 1955 and 
1945 legislation? 
Reply 
The administration’s proposal retains the reduction authority under the 1955 
Extension Act, just as the 1955 act retained the authority under the earlier act. 
The proposal would limit the operation of the retained authority to the carrying 
out of trade agreements entered into before July 1, 1958. Where a concession 
which has been withdrawn or modified by an escape clause action is restored 
because of a change in circumstances, it is necessary to have statutory authori- 
zation in order to do so. Retention in the proposed legislation of the 1955 and 
1945 reduction authority would afford such statutory authority. 

(b) Is there any good purpose served by retaining the rounding-out provi- 
sion in the definitions of the President’s rate-reducing authority? If you 
wish authority to reduce rates to a somewhat greater extent that the three 
main formulas provide, why not alter the main formulas and achieve any 
rounding out you consider appropriate by using less than the full authority 
specified in the more general provisions? 

Reply 
The rounding-out provision is not an indirect device to obtain greater reduction 
authority than requested in the main formulas. The purpose of the provision is 


to permit the rounding out of rates in order to simplify the statement of United 
States tariff rates in situations where a concession may result in a reduced 
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rate stated in complicated fractions which make computations of duties difficult. 
To alter the main formulas (reduction authority) for such purpose would intro- 
duce unnecessary additional complications. 

(c) Could not the executive branch bring reductions in duty by stages 
into effect without the legislation requiring that this be done? Is it advisable 
for the legislation to require such staging when it must in many cases be of 
very little importance (that is to say, where the total reductions permitted 
are small) when the staging must frequently cause complications for the 
Customs Bureau? 


Reply 

The President could without an express statutory staging provision stage the 
authorized reductions in duty. The statutory provisions in respect to staging 
provide the President with a legislative guide and policy for the putting into 
effect of the total authorized reduction authority. Explicit requirement that 
reductions be staged was introduced in the law in order to provide domestic 
industry a period of time in which to make any necessary adjustment to greater 
import competition. The requirement thus constitutes an additional safeguard 
for domestic industry. The staging language indicates this policy and tends to 
clarify the manner in which the Congress has authorized the President to exercise 
the reduction authority, as well as the extent of the authority. Although a total 
reduction may be small in amount it does not necessarily follow that it is of 
very little importance. 

(d) Are not the proposed provisions limiting the President’s rate reducing 
authority complicated simply to avoid referring to the first formula simply 
as permitting total reductions of 25 percent of the existing rate? Is the 
“5 successive annual reductions each equal to 5 percent” not simply language 
which necessitates later complications which seems to be out of accord with 
that language? 

(In this connection, attention is called to the fact that the first of the three 
proposed formula defining the limitations on the President’s rate reducing 
authority is expressed as “decreasing the rates existing on July 1, 1958, by 5 
successive annual reductions each equal to 5 percent of such rate existing 
on July 1, 1958.” This language is followed by a sentence saying “nothing 
in this subparagraph shall preclude a decrease in excess of 5 percentum of 
such rate from becoming initially effective at one time pursuant to subpara- 
graph (B) (i) of this paragraph.” The provisions (B) (i) that would thus 
become pertinent to this formula are such that the total reductions of 25 
percent could be brought into effect in 3 (not 5) stages not less than a year 
apart and the reductions made at any one of the stages might be as much 
as 10 percent of the existing rate.) 

Reply 

Since on the face of the proposal it is readily discernible that a reduction of 
25 percent of the existing rate would be possible, the purpose is not mentioning 
25 percent obviously was not to obscure that total possible reduction. It is our 
judgment that the present statement of the permissible range of the reduction— 
including the staging thereof—more accurately reflects the fact that 25 percent 
is only a possibility, and the pattern of actual reductions will depend upon the 
bargaining situation at the time of negotiations. The statement of the maximum 
reduction authority in one provision and the statement of the related staging 
provisions are not, in our judgment, inconsistent or contradictory but, as above 
indicated, set forth the range, in time and amounts, of the permissible reductions. 


(e) In general could not the language of the proposed legislation be 
greatly clarified and simplified without materially affecting the program that 
the executive branch proposes to pursue? 

Reply 

The form of the administratio’ns proposed legislation represents, of course, a 
judgment of draftsmanship. It is in the nature of specific amendments to the 
existing trade-agreements legislation, and, in general, follows the style and 
structure of the existing legislation, including the 1955 Extension Act. Such 
an approach, it is believed, would avoid many technical complications of inter- 
pretation and administration which would inevitably arise if in the course of 
making a relatively few changes, as a matter of draftsmanship, the trade-agree- 
ments legislation in its entirety were to be redrafted and in effect recodified. 
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It is also believed preferable to cast the statutory language relating to the 
reductions of duties in greater rather than lesser detail for a better understand- 
ing of both the basic limits of the several reduction authorities and the staging 
of parts of such reductions. 

Mr. Grecory. Mr. Mason will inquire. 

Mr. Mason. Mr. Secretary, on page 2, your first question is, “Has 
the produce reduced trade barriers?” and your testimony indicates 
that those trade barriers have been reduced and you give several that 
you consider pretty good reasons for saying that. 

I have the testimony of Dr. Wilcox who used to be the foreign 
economic adviser for the State Department. I have the testimony 
of Doctor Murchison who is the head of the Cotton Exchange, and I 
have the testimony of Dr. Coulter, who is a nationally known con- 
sultant and economist, and all 8 agree that these trade barriers have 
not been reduced since 1934. 

Which one am I going to be influenced by, these 3 nationally known 
authorities or by the Commerce Department. 

Secretary Werks. Mr. Mason, the statistical record would show 
that in many cases if you compare 1958 with 1934 there have been no 
reductions in trade barriers. But what I tried to point out was this: 
This program did not get off the ground, had no chance, was not 
operative, really, until after World War II, and that any fair com- 
parison upon what has happened in trade, which means barriers either 
way, must be made between 1958 and V—J Day. 

Mr. Mason. I got that. 

Secretary Weeks. These barriers that were set up right after the 
war have been tremendously reduced and are going to be more and 
more reduced, and the volume of trade evidences the fact that we have 
made gains, because our exports have climbed to great heights, as the 
statistics will show. 

Mr. Mason. Mr. Secretary, on page 5, you argue that we have to 
buy as much as we sell in order to maintain a balance of payments. 
You produced that chart to show us that has been the record, that we 
have bought, as much as we have sold, you might say, over this period. 

Then you also say that your exports today are 19 billion and our 
imports are around 13 billion, which is an imbalance, of course. But 
you do not take into consideration the $3 billion that we spend abroad 
in other countries to maintain our Armed Forces. The $3 billion is 
a Government record. 

You do not take into consideration the $1 billion that our tourist 
travel leaves in these foreign countries. You do not take into con- 
sideration the Export-Import Bank loans which are considerable, 
providing dollars for these nations, the International Fund, the Inter- 
national Bank, and the foreign aid program, all of which provide 
dollars. 

So the imbalance between the 13 and the 19 billion imports and 
exports is more than made up by these other sources that provide 
dollars for other nations. That must be taken into consideration. 

Secretary Wrexs. Mr. Mason, this block chart you see here takes 
all of those factors into consideration. It relates, as you will see on 
the left hand side, our sales of goods and services last year. 

Mr. Mason. Which is the sales, the red or the pink or the blue? 

Secretary Werks. The red and the pink and the blue constitute our 
sales of goods and services and our investment abroad. This is a total 
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of $26 billion or more accurately $26.3 billion, and on the other side 
we bought goods and services totaling 18.1 billions of dollars. 

The difference, as I pointed out, for the most part is made up by 
military purchases, by United States private investment, and by the 
foreign aid program which constitutes both the military aid and the 
civilian aid. These all add up to the dollar balance of payments. 

If I may show you again the chart that relates to our imports and 
exports of finished manufacturers—this is the thing that really in- 
terests me in this area, and the Commerce Department—and there are 
exports, that red line, which have continually gone up to 8 billion, 
that is, after subtraction of all nonmilitary Government grants to 
foreign countries, and below our dutiable imports of finished manu- 
facturers. This is all constant 1956 dollars. 

That later has risen to slightly above 2 billions. I am fully cogni- 
zant of your point. 

Mr. Mason. There is a balance when you take it all and measure it 
one against the other? 

Secretary Weex:. There is a balance. If I may ask you once more 
to look at this chart, this chart shows that what we buy and sell for 
40 years has followed an almost identical line. 

Mr. Mason. On page 9 you say that there are fully adequate safe- 
guards against injury in our escape clause. That is the statement you 
make. Many, many people, including myself, cannot agree with that 
because the record does not show that they have been safeguarded. 

The record does not show, for instance, that the imports of crude 
oil have not injured the oil industry in spite of the voluntary agree- 
ment that was entered into, which was the excuse for not taking action. 
The voluntary agreements have certainly not solved the problem of 
Texas and Oklahoma and several of the other States where the crude 
oil imports have done a great deal of injury. 

So when you say there are fully adequate safeguards some of us 
are doubting Thomases about that statement. 

Secretary Weeks. If I may first of all refer to my statement of 
the record of escape clause actions, here we have in all the history of 
this process only 26 cases that landed on the President’s desk, and in 
only 11 cases did he reject the Tariff Commission’s findings for what- 
ever cause. 

In several cases you and I know of, they were distinctly tied to in- 
ternational situations. 

As far as the oil is concerned, the committee of which I was the 
chairman last summer made recommendations to the President, which 
he approved, on this voluntary quota basis. 

We tied the imports on the basis of 12 percent of the domestic pro- 
duction of the total production. The voluntary quotas oon in 
far the greater majority of cases. There was 1 not able and 2 minor 
failures to observe the voluntary quotas. 

This situation has changed since last summer. My committee has 
been working very diligently and I hope very shortly that we will 
have a recommendation for the President which I hope will, by read- 
justing to present conditions, a lessened production and demand, be 
helpful. Possibly we may be able to work it out so that we can do 
what the act contemplated. 

Weare trying very diligently to do that. 
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Mr. Mason. We also had testimony that where the voluntary ar- 

rangement for the flat steel industry and the cotton industry has not 
roven satisfactory. So we do not feel that a voluntary arrangement 

is anything to rest upon, that there ought to be a definite action that 
can be enforced by the Government to ‘protect these industries. 

Secretary Weeks. Mr. Mason, you referred to cotton textiles and 
steel flatware. In the case of textiles, we worked very diligently for 
months in discussions to arrive at voluntary quotas, and encourage 
the Japanese to adopt voluntary quotas. 

When this had finally been announced a year ago January, I went 
personally to Charlotte, N. C., and appeared before e the executive com- 
mittee of the American Cotton Manufacturers Institute, about 50 
men, and they voted unanimous approval of what we had done. 

In personal letters to me these expressed appreciation. Today, a 
year later, it is alleged that the arrangements that the Japanese un- 
dertook to make have not been lived up to. 

Without going into detail, for the most part they have. I am per- 
sonally convinced that the Japanese Government in its relation with 
this industry is trying diligently to live up to them. 

In the case of velveteens there was a substantial discrepancy. Con- 
versations are being engaged today which I hope will be fruitful for 
that particular seoment ‘of the industr y. 

You raised the ‘question of the steel flatware, and I would like to say 
in that instance, because I was in the business and still have an inter- 
est—a very small interest in that segment of the business—I divorced 
myself on account of this conflict of interest from my consideration. 

Mr. Kearns took it over. Mr. Kearns is my assistant secretary. I 
took no part in it whatsoever. So I would like very much if he could 
comment on the steel flatware. 

Mr. Mason. The main thing I am trying to get at, Mr. Secretary, 
is not these different specific things. It is the general overall de- 
pendence on voluntary agreements which have not proved satisfactory 
and which are a pretty weak reed in my mind to rest upon. 

The details of the three I am not interested in viiateoulaaty: 

Secretary Werexs. May I say this, Mr. Mason: In the textile situ- 
ation it seemed to us the big thing to accomplish was to dissipate the 
threat that hung over the cotton goods market by not knowning what 
the future held in relation to possible imports from Japan. We re- 
moved this threat by applying a certainty in this case with the result 
that last year only about 1.6 percent of the domestic production came 
in from abroad. 

I think it has been effective. 

Mr. Mason. I would say this, Mr. Secretary. 

Secretary Werks. May I say this: Actually Japan only filled last 
year 90 percent of its quota. 

Mr. Mason. I would say this, Mr. Secretary: According to my 
judgment, from my talks to many Members of Congress who repre- 
sent the cotton manufacturing districts, particularly in the South, 
that there will be twenty or thirty more votes against the extension 
of the reciprocal trade agreements because of these voluntary agree- 
ments this time than 3 years ago. 

I think that is a pretty conservative estimate. I am just giving you 
my prophecy and my feeling. 
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On page 11 there is something I don’t understand there. On page 
11 you are comparing the amount of reduction in our tariff rates be- 
tween 1937 and 1957 and comparing it with the amount of reduction 
in tariff rates between France, Germany, and some of the other 
countries. 

Why did you take 1937 and not 1934 as your base for comparison, 
when it was 1934 that the Reciprocal Trade Agreement Act was 
adopted ? 

Secretary Weeks. We took 1937 because we were trying to tie the 
comparison to the American Tariff League figures that they sub- 
mitted. 

Mr. Mason. 1937, as I recall—and I have lived for a long time—was 
a depression year. It was a very poor year to select as a basis. In 
1934 our average tariff rates were twenty point something, and in 
1937, only sixteen point something. 

So you are not starting from the base that we started with in these 
reciprocal trade agreements. Maybe it does give you a better com- 
parison with these other countries to take that base. 

Secretary Werks. We tried to take the same base as the American 
Tariff League did so as to have a consistent comparison. As one 
who was in the manufacturing business under the conditions of 1929 
to 1937. I don’t recall that 1937 was the worst year we had in that 
period. 

Mr. Mason. 1937 was pretty bad. That is all, Mr. Chairman. 

Mr. Grecory. Mr. King will inquire, Mr. Secretary. 

Mr. Kine. First I would like to have a unanimous consent to have 
this statement inserted in the record. 

Mr. Grecory. Without objection. 

(The document is as follows :) 


STATEMENT OF MASON CASE, REPRESENTING THE FISHERMEN’S COOPERATIVE ASSO- 
CIATION OF SAN PEDRO, CALIF., IN THE MATTER OF THE RECIPROCAL TRADE EX- 
TENSION BILL 


The Reciprocal Trade Agreements Act is, beginning with its very title, a 
misnomer. The word “reciprocal” we would assume would carry the same 
meaning in this case as it does in all other usage, i. e., mutually interchangeable 
and done or given by each of two to the other. To date, it would appear that 
the United States has been long on giving and short on receiving in its trade- 
agreements program. 

As an example, in our industry of producing tuna, we have a situation that 
allows Japanese frozen tuna to be exported into this country completely free 
of duty and regulations. However, this is a decidedly one-way street inasmuch 
as we cannot export bluefin tuna to Japan without experiencing a great many 
difficulties, not to mention payment of tariffs. Some years ago, we attempted to 
ascertain if there was a tariff duty on frozen tuna entering Japan and requested 
the Japanese consul in Los Angeles to provide us with this information in 
writing. The consul’s office appeared very reticent about giving us any data 
in writing and instead informed us by phone that, not only was there a rather 
heavy duty on bluefin tuna entering Japan, but that Japan would not allow us 
an export permit to ship the frozen tuna into the country. In August 30 of 
1957, we made another injuiry regarding the possibility of exporting bluefin 
tuna to Japan and received a letter dated September 11 in reply. These letters 
are shown as exhibits 1 and 2. We have not had a further reply even though 
the Japanese stipulated that they would correspond with their home office and 
notify us after receiving a reply to their inquiry. 

The State Department in its administration of the trade-agreements program 
and GATT has made a practice of trading a lower duty or no duty on some 
items every time it increases a duty on another item. These concessions are 
made without sanction of the Congress and certainly without consultation with 
the industries so affected. It would appear that the entire burden of the for- 
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eign policy falls upon certain domestic industries and at the will of the execu- 
tive branch of the Government. 

The State Department and the President of the United States have declared 
that domestic industry is not to be forced out of business by reason of oppres- 
sive imports. Rather, domestic industry shall be afforded the protection of the 
escape clause. The escape clause, however, does not apply in the case of com- 
modities not a part of any trade-agreement program and the producers and 
processors of these commodities must seek their protection through Congress. 
In other words, some industries must look to the Tariff Commission for a 
reading inasmuch as their porduct is a part of a trade agreement, while other 
industries must look to Congress for protection against foreign competition. A 
very neat way of dividing the forces of domestic industry. 

The effect of the Tariff Commission in determining industries that merit 
additional protection or higher tariffs seems of little consequence when the 
executive branch has and uses the ability to veto recommendations on the part 
of the Tariff Commission. The Tariff Commission is composed of astute gentle- 
men noted for their ability in international affairs and, more particularly, in 
matters concerning tariffs and quotas. They are experts in their line. It is 
to us ridiculous that this body of men be hired, so to speak, to provide us with 
their ability and recommendations only to override their decisions. 

Not only has the State Department evidently decided to overlook Congress, 
but they have exerted their influence in overriding decisions of the Tariff Com- 
mission as well. 

We have been told that the State Department has no authority to bind the 
United States in any agreement with regard to the raising or lowering of 
tariff rates. However, the State Department and the executive branch as a 
whole through GATT bartered away a number of tariff concessions. Who then 
properly has the control of making international commitments of this nature? 
If it is not the Department of State whose powers do not entitle them to this 
privilege, commitments so made could be withdrawn by Congress. However, it 
is evident the Department of State realizes that withdrawing such agreements 
would endanger the international policy to an extent that Congress and the 
people as a whole would suffer practically any bitter pill rather than be proved 
irresponsible of word. 

The Congress of the United States has, under the Constitution, the complete 
authority to regulate foreign commerce of this country as well as the obliga- 
tion of establishing the tariff rates. At no time has any legislation been intro- 
duced that clearly withdraws this delegation of obligation. Rather, Congress 
has been deluged many times over with all manner of proposed legislation aimed 
to weaken Congress and that results in splitting the powers of Congress with 
the executive branch of Government. The practical effect of this legislation 
should it become law would be to put the entire operation of the foreign policy 
in the hands of the State Department removing it from Congress where it 
rightfully belongs. 

The subject of foreign relations is not clearly understood by the average 
citizen. To them, foreign relations has to do with those things lying outside 
of the continental shores of the United States and it is only when certain indus- 
tries are directly affected by foreign competition that the foreign policy is dis- 
covered as something not “foreign” at all but actually the principal problem 
of domestic industry. The responsibility and the blood given to the foreign- 
policy program comes directly from domestic industry. If industries are lucky 
enough not to have competition from foreign sources, all is well. If they find 
themselves in competition with foreign products, it is simply a matter of how 
much blood must be lost before either the Government is awakened to the 
problem of the domestic industry or the domestic industry quietly bleeds to 
death and is no longer a problem for concern. 

We in the fish-producing business have been the butt of most of the mistakes 
allowed the trade-agreements program. For some years, and by every means at 
our disposal, we have attempted to obtain a tariff and/or quota on imported 
frozen tuna to no avail. The State Department used its cleverness in binding 
albacore tuna on the free list and making no mention of the other specie of 
tuna. This was designed to split our forces, but it has not done so. We still 
seek legislation in this regard and have put our hopes on the Tuna Import 
Act of 1958, H. R. 9237, to give us this much-needed aid. We have felt the 
opposition to H. R. 9237 from the State Department and the executive branch 
even though the legislation does not call for complete restriction of frozen or 
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canned tuna imports but, as a matter of fact, allows foreign competition the 
right to export to this country an amount of tuna equal to approximately the 
largest quantity they have been able to ship into this country during any year. 
The State Department appears to oppose anything done tariff or quota-wise 
regardless of how fair and equitable it might be. 

The State Department has used the theory that we will allow communism 
a foothold in foreign countries if we do not open our doors to their goods. 
This theory has merit and it is our desire not to stop an equitable flow of goods. 
We do not, however, subscribe to any theory that has no regard for the effect 
of its application on the domestic scene. When domestic industry is in danger 
of going under for want of adequate protection against excessive imports, it 
breeds great unrest and unhappiness among the people engaged in that industry. 
The standard of living in this country has been established for its citizens and 
all must pay to enjoy its benefits. The high standard rightfully does not come 
free and, most definitely, the opportunity to exist under it should be equally 
available to all. It is not right to make second-class citizens of anyone in this 
country because of unfair foreign competition and it is the duty of both Congress 
and the executive branch to seek other nieans of maintaining world peace other 
than by doing it at the expense of certain domestic industries. 

It is interesting to note that the cost-of-living index hit a record high in 
February of 1958. The food-price index at its present high point was credited 
with establishing the mark for the overall index. However, the tuna industry, 
although it most certainly is a part of the food industry, shows a price-index 
figure of 94.4 percent on canned tuna for mid-January of 1958. 

A far more startling figure, and as proof that certain industries are paying 
the price for an unbalanced trade program lacking protection for domestic 
business, is the record of the tuna producer’s industry. Our index figure, using 
the Government base of December 1952, shows the tuna producer price index 
at 84.4 percent in the case of yellowfin tuna, 75 percent in the case of albacore 
tuna, and 82.1 percent in the case of skipjack tuna. 

We do not have current figures on the prices paid for commodities index 
but know they have increased from the 1956 report of 174.3 on a basis com- 
mensurate with the 1956 report as against the 1952 report of 167.3. As in 
all figures, the point to be drawn, of course, is how relative or important they 
are in determing the success or failure of a business. 

The 1952 price paid to the tuna producer coupled with his price paid for 
commodities index allowed the producer a fair margin of profit. A 10-percent 
Cecrease in fish price or a 10-point increase in commodity price eliminated that 
margin. As of today, fish prices have decreased an average of almost 20 per- 
cent and commodity prices have increased approximately 10 points. The tuna 
producer has been hit and hit drastically by both the yardsticks for determina- 
tion of business success. 

Members of Congress of the United States, as the elected representatives of 
the people, have the responsibility as the caretakers of the welfare of the citizens 
of the United States. No individual department should be delegated authority 
which can diminish the property of industry, nor should any individual de- 
partment be allowed of its own accord to adopt such authority without severe 
redress by the Congress. 

The laws of the United States contain regulations making it impossible for 
businesses or individuals in this country to negotiate certain arrangements with 
businesses in foreign countries without severe penalities. Not so in other 
nations. Japanese industry, for example, not only is availed of congressional 
action almost immediately when it needs it, but the Japanese individual or 
industry is able to make private arrangements with nationals or industries of 
other countries without sufferance of penalties. This again leaves us at a 
distinct disadvantage in the world market. We must make our arrangements 
through the long and time-consuming legislative process of Congress and hope 
that recognition is given us before the failure of our business. 

In the case of industry seeking recommendations of the Tariff Commission 
through the peril-point findings, American industry must first find itself in a 
perilous condition. This in itself is contrary to good business practice which 
decrees that business should move toward correction at the first sign of danger 
and not wait for two strikes. The New England fillet industry convinced the 
Tariff Commission they were in the two-strike position, the Tariff Commission 
approved their request for higher tariff on frozen fillets and the President 
promptly vetoed the action of the Tariff Commission. It is our understanding 
that the fillet industry may not be a problem too much longer inasmuch as only 
a hardy few remain in the business. 
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An international problem arising from an increased or newly established 
tariff, if such actually do arise, will pale into insignificance when compared to 
the problems that are bound to arise nationally when domestic industries are 
pushed aside in favor of foreign industry. Foreign industry has no right to 
demand precedence over our industry, and the State Department certainly has 
no right either morally or legally to pursue as they have this course of nego- 
tiation. 

We earnestly request the recognition of Congress of the problems of domestic 
industry when enacting trade-agreements legislation. Industries under trade 
agreements must have their problems aired before the Tariff Commission with 
less restrictions on the peril point; recommendations of the Tariff Commission 
must be accepted as final subject only to veto or modification by Congress; and 
industries not a part of any trade agreement must have expedited hearings 
and action by the Congress to determine the degree of protection an industry 
on its merits should be accorded. 


EXHIBIT 1 


FISHERMEN’S COOPERATIVE ASSOCIATION OF SAN PEDRO, 
San Pedro, Calif., August 30, 1957. 
OFFICE OF THE JAPANESE CONSULATE GENERAL, 
510 West Siath Street, Los Angeles, Calif. 

GENTLEMEN: We have from time to time made inquiries regarding the possi- 
bility of exporting bluefin tuna to Japan. As yet, we have not received a firm 
answer as to the procedure necessary for this transaction. It is, of course, im- 
portant that we are aware of any necessities such as export licenses, tariff 
assessments, etc., that would have a direct effect upon our pricing of the mer- 
chandise. 

It is our information that Japan consumes large quantities of bluefin tuna 
and that the tuna brings a favorable price in the market. Our fleet is responsible 
for the bluefin landings here on the west coast, and we are proud to remark 
that the fish is of prime quality and condition. 

We will appreciate your reply at your earliest convenience. 

Yours very truly, 
FISHERMEN’S COOPERATIVE ASSOCIATION, 
Mason CASE, General Manager. 





ExHIsitT 2 


CONSULATE GENERAL OF JAPAN, 
Los Angeles, Calif., September 11, 1957. 
Mr. MAson CASE, 
General Manager, Fishermen’s Cooperative Association, 
Fishermen’s Wharf, Berth 73, San Pedro, Calif. 

Dear Mr. Case: We are in receipt of your letter of inquiry dated August 30, 
1957, regarding the possibility of exporting bluefin tuna to Japan. 

Since we have never imported bluefin tuna from the United States, I am 
sorry to say that this office does not have detailed information at hand on the 
procedures requisite to such a transaction, particularly with respect to export 
licenses and tariff assessments. Correspondence with our home office will be 
necessary to make a thorough study. 

As to the business prospect of exporting bluefin tuna, this office is not in a 
position to determine upon enough commercial considerations. Kindly be as- 
sured, however, that your request is being transmitted directly to the Japanese 
buyers who might be interested in purchasing your products. In this connection, 
may I mention the fact that the most popular use of bluefin in Japan is for 
sashimi meat, a favorite raw fish at Japanese tables. It would seem, there- 
fore, that your idea of exporting bluefin to Japan may not be very feasible 
because the fish will be frozen when exported from this country. 

We will notify you as soon as we receive a reply to your inquiries from Japan. 

With my best wishes to you, I am, 

Sincerely yours, 
M. Kunrurro, Vice Consul 
(For the Consul General). 
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ExHIsItT 3 
DECEMBER 11, 1957. 


Before the United States Tariff Commission, in the matter of the supplemental 
investigation on tuna fish under section 332 of the Tariff Act of 1930 


My name is Mason Case. I am the general manager of the Fishermen’s Co- 
operative Association of San Pedro, Calif., an association composed of the owners 
of 110 purse-seine-type fishing vessels. The association was first incorporated 
in 1927 and conducts the sales of its member’s production to canneries, purchases 
fishing supplies and maintains complete docking facilities. 

To expedite the study and bring to date the data collected in 1952 by the Tariff 
Commission and subsequently appearing in the report made by the Department 
of the Interior Fish and Wildlife Service in conjunction with the Tariff Com- 
mission entitled “Survey of the Domestic Tuna Industry,” I intend to follow 
as closely as possible the report given in 1952 on behalf of the purse seine fleet. 


THE PURSE SEINE FLEET—ITS OPERATIONS, SIZE, AND VALUE 


The purse seine fleet operating from San Pedro, Calif., today numbers 117 
vessels. This number contrasts with the report given in 1952 which stated that 
the purse seine fleet consisted of a total of approximately 170 vessels. Table 
I proves the loss or sales of a total 104 purse seine vessels to the industry since 
1948. As in 1952, the fleet is again placed in three distinct categories as follows: 

1. All-year tuna vessels—tIn this group there are approximately 15 purse 
seiners ranging in size from 90 to 120 feet in length and carrying from 100 to 270 
tons of tuna. Their position in the tuna fishery is parallel to that of the tuna 
clipper or baitboat in that they normally fish exclusively for yellowfin, bluefin, 
and skipjack tuna in the same areas and during the same periods of time. There 
is, however, a vast difference to be acocunted for in their range for fishing in 
1957 as against 1952 because, with a price decrease of approximately $50 per 
ton for the major part of the season and $90 per ton for the balance, the purse 
seiner found itself in the position of not being able to cover the same area as it 
did in 1952 and show a profit. Rather, the seiner depended upon fisheries much 
closer to home. 

2. Part-time tuna vessels.—In 1952 the statement was made that there were 
approximately 103 purse seiners in this category. In 1957, the combined total of 
vessels in both the part-time and year-around categories was 50 purse seiners 
clearing for high seas. Because of a shorter supply of sardines, a crowded mack- 
erel fishery and a lower price for tuna, these vessels now devote about 75 percent 
of their time to tuna fishing as opposed to 60 percent or less in 1952 and before. 
Instead of clearing for waters off the coast of Mexico in the latter part of 
March, they now clear the first of January and continue operations until the 
sardine season begins. The vessels in this category range in carrying capacity 
from 85 to 160 tons with the average at 100 tons. 

This part-time tuna fleet probably still accounts for 90 percent of the bonito 
and yellowtail production but, as table 2 shows, the production in 1957 amounted 
to 510,608 pounds as opposed to 11,667,000 pounds in 1952. Table 3 indicates 
the gross share per man to be $3.20 in 1957 as opposed to $642 in 1952 and $906 
in 1947. 

8. Local vessels—This group contains 59 purse seiners. These vessels fish 
for sardines starting September 1 until December 31 and for mackerel the bal- 
ance of the year. Mackerel is also taken during the sardine season and the 
limits are regulated according to the sardine production. The local vessels also 
anticipate a run of bluefin tuna in California waters which greatly enhances 
their opportunity for a successful season. This run, incidentally, generally 
occurs during the months from July through September. 

The San Pedro purse seine fleet in its entirety employs approximately 1,100 
fishermen and, in 1956, produced approximately $10,884,255 in raw fish. This 
is somewhat of a comedown when compared to the 1952 statement showing an 
investment of $22 million, employment of 1,800 fishermen, and, in 1950, a pro- 
duction of approximately $21,500,000 in raw fish. 

The Research and Statistics Bureau of the California Department of Employ- 
ment informs us that, in the Los Angeles area, “For every 100 persons attached 
to the industry in 1950 there were only 65 persons in 1956.” They further 
state: “Total annual wages paid to individuals in insured employment has 
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fluctuated throughout the period reaching a postwar peak of $11,490,823 during 
1950. In 1956 wages from commercial fishing totaled $7,018,406, representing 
a drop of 39 percent from the 1950 figure. Over the same period employment 
dropped 32 percent which meant smaller annual incomes from fishing by the 
commercial fishermen.” 

The Department states the following: “Claims data for commercial fishermen 
provide some indication of unemployment levels, and do reflect the declining 
labor force in the industry.” 


Average weeks compensated in fishing under U. I. program, Los Angeles 
metropolitan area 


Ne iit aici bantaiien. Bit dutidis eds 269 | 1957: 
cit h tli Maldini, ctdaiditiakdaenity 230 DOIG sicccriicisstin whintctairaliegtguls 258 
cat ree a rt a edatiemed es 238 GIG aa enim ices ci 124 
RR dae te thts ibd dil Seta edie itive ae 293 Nit a ale 99 
a hal cia siadiennasabinlentnie 196 pS ar are eee es 131 
BD ete Sis cicadas daar dake 136 GS. ctapiarincnpincacitivasiil diated 166 
ID i nb descies Side chi Sysclhitd isctdpt bad 116 CG sit tesinihdceinchtinsitisliteeppapaiaianes 120 
TU caticmiisitathsinannicivcitatidaniibang 75 
DI iia ihc scsi nnisilincibalaie 75 
IG siccn etait 78 


THE INJURY CAUSED BY BONITO AND YELLOWTAIL IMPORTS 


Tables 2, 3, 4, and 5 have reference to Bonito and Yellowtail. We have de- 
veloped this information expressly for the purpose of answering some Govern- 
ment theorists who have made consistent claims that imports of these species— 
as well as the species of tuna—-would never reach the point of depriving Amer- 
ican producers of the opportunity of making a living in the business. In 1947 
and with a total of 97 vessels engaged in the fishery the gross share per fisher- 
man amounted to $906. In 1957 and with a total of some 45 vessels in the fish- 
ery, the gross shore per fisherman amounted to $3.20. This was a great decline 
from 1947 but an increase from 1955 when the share was 0 and 1956 when the 
share was 33 cents. 

The purse seine fleet is fairly well reconciled to the fact that this fishery is 
completely lost to domestic producers but is definite in making the assertion that 
the same can happen to the tuna fishery. As a matter of fact, we are consid- 
erably closer to the “shut-out” now in the tuna producing business than we were 
in 1951 when an investigation under section 7 of the Trade Agreements Exten- 
sion Act of 1951 was requested. 


INJURY CAUSED BY IMPORTS OF TUNA 


The tuna industry is a complex one. Primarily, it is made up of raw fish 
producers and processors that can the catch and market it practically 100 percent 
within the continental United States. The processors, or canners, are completely 
in accord with one another on the issue of a tariff on imported canned tuna. 
They are as vigorous in their support for the existence of this tariff as some 
of the canners are in opposing any tariff and/or quota on the importation of 
frozen tuna. The processors offer many reasons for this, what we believe to be, 
inequity in judgment and performance. While we do not regard these reasons 
to be valid enough to cause the decline that is present in the domestic producing 
fleet today, it is not our intent to include the processors problems one way or 
another in this presentation. 

A quick comparison of 1956 with 1951 brings the following to light: The price 
of Yellowfin in 1951 was $310 per ton to the boatowner as against $270 in 1956. 
Bluefin was $300 as against $260. Skipjack was $290 as against $230. Albacore 
started out at $400 per ton in 1951 but, when the slug of Japanese fish made its 
appearance, the price fell to $250 per ton to the fishermen. It finally brought 
$300 per ton at the end of the season compared to 1956’s prices from $280 to 
$300. 

Converted to raw fish weights, the imports of tuna both canned and frozen in 
1951 amounted to approximately 87,800,000 pounds. This figure in 1956 rose to 
approximately 219,550,000 pounds. Since 1951, a new method of shipping tuna 
into this country has developed and this is the shipment of tuna loins and discs. 
The weights attributed to these shipments is the actual weight of the loin or disc 
and is so reported through the Bureau of Customs. This method of reporting 
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does not offer a true picture to determine the ratio between domestic produc- 
tion which is measured in actual weight of whole fish landed as against the 
weight of a finished product. Loins represent cleaned sections of tuna needing 
only cutting or shaping before canning, and discs represent a product already 
frozen and packed in cans needing only salt and oil added before sealing. The 
figure representing imports in 1956, therefore, should be adjusted upward to 
account for this discrepancy in measure. 

There is no segment of the purse seine fleet that is not directly affected by 
imports of tuna. It is readily understood that the all-year tuna purse seiners 
depend entirely on both the supply and demand of tuna for their living. Be- 
eause of their size and expense of operations, these seiners cannot turn to 
other fisheries either to supplement or totally provide their earnings. 

The part-time tuna boats now devoting more time and concentration to the 
tuna fishery which demands this production to arrive, if possible, at the same 
point higher wages and less concentration produced. These vessels should not 
expect to eke out a living in either the mackerel or sardine fisheries and must 
rely on the tuna fishery. 

The local purse seine fleet, because of the amount of mackerel the canner will 
purchase and the declining sardine fishery, pins its hopes on the run of bluefin 
tuna to make a successful season. This run usually occurs at the height of the 
tuna season and for the past 3 years has presented a great problem to this fleet 
because the canner simply is not interested in buying this relatively small but 
additional amount of tuna. As a consequence, it has been necessary a number 
of times to make price adjustments to create an incentive to buy that are actually 
uncalled for on the scale of values. 

In each of the foregoing purse seine vessel categories, tuna imports extract a 
toll. Unless adequate protection in the form of tariff and quotas is applied 
against frozen tuna as well as canned tuna, the all-year tuna purse seiner and 
the part-time tuna purse seiner will be out of business. If the present size of the 
local fleet is not increased and if the mackerel demand increases solidly, some 
vessels of this fleet may operate without producing bluefin at a profit. However, 
it is beyond belief, that for example, other vessels will not try and concentrate in 


this fishery after leaving the tuna fishery and before completely giving up fishing. 
CONCLUSION 


The increase in imports of tuna both canned and frozen have actually hit the 
producers almost entirely. Not only have the imports caused a decrease in the 
raw-fish price to domestic producers and a decrease in demand for domestically 
produced tuna, but, because of lay-up periods both before and after unloading 
being greatly extended, there have been additional losses in the purse seine fleet 
particularly to the vessels relying on ice refrigeration. The rejects of tuna— 
and these are normally attributed to tuna remaining in the vessel for too long 
a period of time—have increased from 1.69 percent in 1953 to as high as 8.65 
percent in 1955. The unloading process was speeded up somewhat to our vessels 
during the early part of 1957 but the rejects still average 4 percent, or over 
double the figure in 1953. 

The San Pedro purse seine tuna fleet concedes that, even with less vessels 
engaged in the fishery, we produced as much tuna in 1956 and again in 1957 
as was produced with more vessels in previous years. However, there are two 
excellent reasons for this: The fleet is concentrating more heavily on the 
fishery—1951, approximately 2.7 trips average per vessel as against 1956, 4 
trips average—and the fishing has simply been outstanding and close. With 
the average age of our vessels at over 15 years, we canot hope to continue to press 
such service from these boats. Fish being fish, we cannot anticipate that they 
will be available in such quantity and in nearby waters for all coming years. 

There is a further reason that our average boats have made such trips and 
poe veer the trips are made at a time other domestic production of tuna 

s at a low. 

None of the foregoing factors of production are either foolproof or permanent. 
We firmly believe it is within the interest and obligation of the Government to 
grant what relief may be necessary to keep the American tuna producing fleet 
alive and active. We feel at this time that such relief must be in the form of 
quotas and tariffs on the imports of fresh, frozen tuna, and canned tuna. 

In closing may I remind you honorable gentlemen that the success of a business 
is normally gaged by the growth and advance it makes. The purse seine fleet 
has lost 104 vessels during the past 10 years: there has not been one new vessel 
added to the fleet during this period. ; 
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TABLE 1.—Purse-scine members Fishermen’s Cooperative Association sold or lost, 




























1948-57 
Vessel Lost Sold Vessel Lost Sold 

Sieietat Tir ol coceee Mexico. WENO CN sananceedlecendeex Africa 

American Beauty..-.-.|.....-..- Seattle. INNER TROOD Ehswi<i<cclenestace Mexico. 

American Boy--.----- x SII aso Aedciisita apenas Pitaees ious Peru. 

American Rose---..-- x i ee: b 

IR WSs hives aavenn X PREG AIM... nncscleccescce Vancouver, 

OS SC eee c LOONIE PII 6 cits citi sree Iran. 

A cc anbocwe nae Seattle. 8" See eae Ss dail Seattle. 

PG CEG an cincneacece x ONIN cnncdaeecutind x 

Ce Min cundoulenduenss Mexico. PRO ns duiindbina zx 

Buccaneer_........-.- x po aa Peru. 

C. R. Martimolich.-...}.......- Peru. St. Anne of the Sunset x 

California............ x hs. init Rancahowcateal Mexico. 

California Bear....... x St. James........<<-. xX 

PUTIN To wcnkacoce eee Fish and Wildlife ||} St. Joseph...........- xX 

Cesare Augusto. --_--.- x || San Francisco ------- xX 

er Of BOBION. 220k --]-22--<0- Mexico. || San Guiseppe- --.----- x 

City of Stockton.....; X Santa Anna.......... x 

OS eS Eee Do. LS See eee Mexico. 

Conte Di Savoia... ...j_........ Do. ee ES eee eee Converted bait 

oe .  eemelacuion nies Do. boat. 

SEE. to sdwseswelastassaal Vancouver, Santo Antonio........ 

Dauntless. ........--- x tS ae xX 

SL 2 hss wconmndehaueeeiiny Converted bait Bre nsdvnnnnle amanda Mexico. 
boat. ON Els sc cccnncaed taccnndes Seattle. 

TU OD, co chistne saws x Sea Rose II........... ya 

DOU OET .pocentcse< X Sherman Rose_._-....|.....--- Mexico. 

eS eee x || Southern Queen---.---/.......- Converted bait 

0, | ae x boat. 

SS x ea eee xX 

I al icnieieti hectare Mexico. Sin csnameupeweliaiuimea Peru. 

ES ie Da cmaae hia ante maul Peru. IE 7 ui es tc sictenssencgiieis Rteanconaoseanis Do. 

Fearless : leat eicare Do, ees x 

DNA k nthit caiekkeckscmaauhs Seattle. Sunrise Ranger.....-- xX 

NING, Be i te oa cetieae Alaska. itnisatecdaewcennahwwd Mexico. 

SN ois Bon cciniipestbenintcoatnberntns Do. Swiftwater...........- x 

COUIIE. catcmccceccces xX TE iinccundacctendiocen tows Do. 

General MacArthur..| X ft MM Biiciansinirencnne X 

General Pattion..=....j.....-.. } Alaska. | Treasure Island_--__._}____---- Do. 

Genevieve H. II_---.-- ks | We... <<cmstastonwe xX 

Golden West-.......--|..- nawes| SOtU. 1) VOU: ccmnapeasceee R 4 

BE Udi sb canevcede at Wg ck inal Do. 

ae 2. OMG... . 1 hennn oun Seattle. Vinolenter........<.... a 

anekie Bu6........0<--% 2 WES BEh ctevccuwntiiciinoot Peru, 

BOY DOW, ccc nvdcusleeencucs Mexico. Volga Boatman....... x 

Joseph Ballesterie_...|.......- | Seattle. Ba” See eee Mexico. 

Banerty Dell.......... Rosales | Shrimp. DTN ici. aisnchivicrh doibsimn ties Seattle. 

Linde. .... ks cneeeks x WONG ON isn nodcdculataucces Iran, 

Little Flower_......-- xX | Western Clipper__.... x 

Lucky Star........... x | Western Explorer__-.-- x 

I Bl i epieenatontee = | Western PNENG sc tenn x 

Nancy Hanks. ....... eet Mexico. \KC Sy a ae Mexico, 

New Conte Di Savoia-|........| Seattle. || White Rose...........| X Broke on drydoek. 

New Home II.-.--...-- x pp eee eee ee ee eee 

New Saturnia-.-......- x 








TABLE 2.—Bonito-yellowtail imports and domestic production 











Percent 
| Production, of imports 

Year \United States Imports Total to total 

| vessels (pounds) (pounds) United 

(pounds) States 

market 
1947 — ‘ ; wsaceinvenioeneseliien aay ang 612, 000 24, 813, 000 3 
1948 clots ; ‘ : 19, 715, 700 16, 100, 000 35, 815, 700 45 
1949. __ ae aie ; . ji 9, 732, 000 16, 270, 000 26, 002, 000 62 
1950__ n rs cies : — 4, 349, 000 20, 860, 000 25, 209, 000 83 
1951_- ‘ ak ‘ : 5, 506, 000 27, 600, 000 33, 106, 000 83 
1952 whan . : 11, 667, 000 20, 500, 000 32, 167, 000 64 
1953. _. = = 8, 500, 000 25, 900, 000 34, 400, 000 75 
1954 ’ aunas 4, 270, 000 23, 400, 000 27, 670, 000 85 
1955 a - 2 eitiinhiae 450, 000 20, 800, 000 21, 250, 000 98 
1956 / ‘ be acer tptrend 1 498, 501 16, 600, 000 17, 098, 501 97 
1957 it Bs - ; 1 510, 608 anniavaee ita ote Pavano obi Pe ‘ 





California Department of Fish and Game figures. 


Note.—Imports of canned in oil yellowtail and bonito were relatively insignificant prior to 1948. Weights 
as shown in imports column have been converted to raw fish weights from canned fish weights for compari- 
s0n with United States vessel landings. 

tatistics from U.S. Fish and Wildlife publications. 
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TABLE 3.—Purse-seine earnings from bonito-yellowtail 


| 
Number Value of 
of coop- | cooperative 








erative vessels, Gross Gross 
Year vessels bonito- revenue share 

engaged | yellowtail per boat per man ! 

in tuna catch 

fishery 
ES 6 osc nnnisticunsabheuannccandce baiieeces 97 $1, 759, 073 $18, 134. 00 $906. 00 
aoe... — a. aicncbupnbbadbnnscaks 102 1, 717, 834 16. 841. 00 842. 00 
1949. - J a icaen ch Mate aten ns cre 88 537, 236 6, 104. 00 305. 00 
1950__. os ak italia ieee tai 71 120, 460 1, 696. 00 84. 00 
1951 dds _— évadciabaeilaiwa ak 68 327, 305 4, 813. 00 240. 00 
1952 Sb eb onnken ek tind mated ne ae les 67 843, 870 12, 850. 00 642. 00 
1953 bacnnin Sous os 57 336, 390 5, 901. 00 295. 00 
1954 5 ote pa wish 69 33, 870 490. 00 24. 00 
1955 ‘ in ‘ idl i jacubbauhe ; | 63 0 0 0 
1956 ; ‘ tse 59 390 6. 61 . 33 
1957 : oan 45 2, 880 64. 00 3. 20 


1 Like most other fisheries purse seine operations are conducted on a share basis. From the receipts of 
the catch are first deducted certain trip expenses such as fuel, foreign licenses and certain other minor items. 
The balance is then distributed between the crew and vessel, the percentage of distribution varying with 
the size of the vessel. The average distribution is 60 percent to the crew and 40 percent to the vessel. The 
above chart shows individual crew shares before deduction of any trip expenses. 


Note.— Co-op tuna vessels shown have all cleared for foreign waters. 
Source: Statistics from records of Fishermen’s Co-op Association and U. 8. Fish & Wildlife Service 
reports. 


TABLE 4.—I mports and value of tuna and tunalike fish 

















Tuna Canned tuna Bonita and yellowtail Tuna, frozen 
Year | 

| Pounds | In oil Pounds In brine Pounds In oil Pounds Value 

| value value value 
1947. Se | 6,147, $0883, 240, 64 wick elas tiem ocin de culties italien aiedieiaa seine dunia: eacactecanae mie aes ecient 
1948. s , 289, 442) 4, 770, 263} Fe ss cibie Ne a deateiecatanens 1 306,108} $121,576) 19,204,199] $1,237,057 
1949_. i : 504, 907) 2,199, 214)_._..._._. aotkadwe 8, 053, 940) 3, 106,523) 9, 412, 564 1, 615, 640 
1950. ..|36, 409, 547/14, 366, 739) a 8, 135, 102} 2,632,154) 20, 606, 381 2, 921, 551 
1951_ .--.| 3, 618, 56 5| 1, 411, 000} 9, 351, 758|2 $3, 097, 235) 10, 437, 318) 3,035,549) 56, 711, 596 7, 692, 848 
1952 | 4, 208° 447| 1,7 19, 455) 19, 032, 530) 2? 6,873,994) 13, 811, 535) 3, 403,488) 62, 085, 253 7, 868, 342 
1953... - | 4,712,151) 1, 931. 925| 29, 880, 395|2 12, 085,005) 10, 241,672) 2,894,498) 69, 002, 942 9, 275, 004 
1954... Ses 000) 408, 000} 30, 478, 000; 13, 473,000) 12, 996, 000) 2,375,000) 95,119,234) 14, 502, 328 
1055. ... 818,000} 355,000) 34, 745, 000! 13, 846,000} 11, 725,000) 3, 589,000) 123,704,000) 21,059, 000 
1956 _ oe 585, 647| 3% 225,770) 36, 629, 413/314, 772, 428) 3 10, 409, 483/32, 761, 531) 145, 246, 000} 19, 047, 000 
1957 - O80. C001... ccna) 90) CU OOO. wcace nace 8, 359, 000 _..___| 120, 240, 516| 8 15, 336, 574 
Jan.-Aug... | i mncoinas -| Vac Ga aaiale nae seaevedmimetaalivee Oe" «| Becdpdnncualiqueasddsassiaccamiasweds 

| 


1‘Weight shown as actual pounds (21) per case. 

2 Includes small amount of other fish but is mostly tuna in brine. 
3 Bureau of Customs. 

4 2,866,000 pounds in brine. 


Source: Statistics from U. 8. Fish and Wildlife Service. 
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TABLE 5.—U. S. yearly pack of tuna and tunalike fish with value 

















Tunalike fishes 
Tuna 
Year Bonita Yellowtail 
Cases | Value Cases | Value Cases | Value 
| 
i biccrtmimbebdamodetine 5, 447, 554 $85, 093, 328 1 446, 941 (') | $3, 954, 174 
Ce nciwcnnnettinbdlontmas 6, 663, 619 107, 980, 968 185, 363 188, 77 2, 238, 982 
REE. 2 ee ---| 7,130,453 96, 039, 797 1 159, 867 | >$2, 392, 346 | (4) 1, 670, 528 
ES 8, 944, 598 112, 136, 363 171, 943 (4) 1, 331, 955 
SE ces civcta Rida ta dedseaede 8, 131, 274 98, 102, 229 1105, 451 ©) 943, 977 
ND eink oss snsndactoosbcuaiacitrtcliniinen oes 8, 893, 889 111, 075, 890 47, 213 | 415, 165 | 179, 787 1, 543, 455 
isang acdsnrakedeiaatasSendiecdiinns 9, 407, 059 124, 744, 195 70, 853 | 624, 172 | 102, 114 | 889, 241 
caves cue Bieta pamaran: 10, 810, 849 141, 504, 299 | 45, 234 | 365, 346 32, 815 | 79, 171 
sickens cardinals Eaceteeeaktiiscea 9, 933, 580 125, 222, 513 | 2,715 20, 773 2, 095 | 15, 778 
I dinate ation oierecsseivis 11, 827, 156 140, 287, 093 | MED - Maistre reernrwia | (4) | 51, , 249 





1 Yellowtail and bonita lumped together. 
Source: Statistics from U. 8. Fish and Wildlife Service. 


TABLE 6.—Record of clearances made through the ishermen’s Cooperative 
Association for co-op vessels fishing in waters contiguous to Mexico 














Year Vessels Number of trips | Total fees 
clearing 
a act | ea le cee dade tn ansagaeienedéws $339, 164. 47 
eR eee | ae ea” canis isabeinmuranaw edn eaerteies 379, 875. 18 
EE et ee ee banecewae wate daadbdubeasinn 209, 722. 92 
Sli chisisheixtasstoinitpeo-ini as ainepiin ws Saieiia 222, 076. 24 
itidrianckotenee 69 | 190 (includes 21 renewals) ..............---------- Suahemuei 210, 970. 28 
i elitioncdinids di hnerbanenits ee ED OID on ec eccmenenctccmersonwee 275, 796. 53 
eet ocho ae WM a a ee f 317, 692. 45 
ict iitinckeismnannicn be ee nD Ok PIII oo noice ncccncendcnsanesenepaee nce 310, 429. 85 
Sidit-ennsdnnen gw itd Se ON SUUIINNID oc cone cavcsamcnsucccsteeceehos 237, 444. 95 
SR aie thn aidints eee ns Oe DIED 0a weno cnnccanepesddownctchbvaebow 355, 039. 12 
i cath thideemenians Me, Setiatibeergaicannes Lean vina oad ab beaihane mano wala anita 269, 175. 37 





ee re eno | ees See eee ee ee, Bs a ee ese | 3, 127, 387.36 


NotTe.—Co-op vessels accounted for approximately 75-80 percent of total purse-seine landings until 1952 
when the figure rose to. above 90 percent. 
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IMPORTS and EXPORTS of EDIBLE FISHERY PRODUCTS, 1943-1955 
IN MILLION POUNDS 
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Mr. Kine. I understand that Mr. Walter Williams, your under 
secretary, is now in Japan to discuss trade agreements ? 

Secretary Weeks. No, sir. We have a part in the trade fair. One 
of the fairs is in Japan, and Mr. Williams has gone over to head a 
trade mission which we have been sending in cooperation with the 
trade fair effort. 

Mr. Kine. You have not discussed agreements ? 

Secretary Werks. No, sir. You mean reciprocal trade agreements ? 

Mr. Kina. Yes. 

Secretary Weeks. No, sir. 

Mr. Kina. Or voluntary trade agreements or anything of that sort? 

Secretary Weeks. I assume all of these things could come up in 
conversation. If any official or Member of Congress were to go over 
there, it would come up in the course of conversation. That is not his 
specific purpose in going. 

Mr. Kine. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson will inquire, Mr. Secretary. 

Mr. Stmpson. Mr. Secretary, I had hopes that after your study of 
the complaints that were made by businessmen in the United States 
showing serious injury, which no one contests, that you would have 
something to say today which would lend encouragement to these 
specific industries, to think that they might hope for some relief. 
Instead of anything of that sort, I find nothing in prospect for them, 
and I refer to the many who have complained here. 

I see nothing in prospect for them but more of the same. What you 
ask is the extension of this law without any changes whatever. 

Is that a fair statement of a protagonist to put upon what you 
offer the industries that have been in here complaining—textiles, hard- 
board, petroleum, and so on ? 

Secretary Werexs. Mr. Simpson, I don’t think I can quite agree 
with your statement, if I may say so. 

Mr. Stmpson. I hope you will not agree, sir, and I hope you will tell 
us just what hopes they can have in the future. 

Secretary Werks. You mentioned petroleum. 

Mr. Stmpson. I thought you might pick that one out. Would you 
mind taking the others ? 

Secretary Weeks. I will pick out several,if I may. You mentioned 
petroleum. I have described to Mr. Mason what we have done and 
what we are continuing to try to do and I believe it will be effective. 
[ hope it will. 

Mr. Stapson. Will you tell us what that is? 

Secretary Weeks. Mr. Simpson, the matter is not quite concluded. 
I ask you to stand on the statement that I made to Mr. Mason that we 
did limit imports last summer to 12 percent of the production. 

Our purpose is to try to gear the imports to prevent conditions 
which in Texas involve a 13-day program last summer and an 8-day 
program today, to gear it to prevent conditions on the same percent- 
age basis. 

We will provide that newcomers who want to come in the field shall 
be able to come into the importing field by having the older importers 
move over. 

Weare attempting to work it out so that the voluntary program will 
be increasingly important. If not, we always have the mandatory 
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rogram to go to, and I am sure would make every endeavor to go to. 
his thing is not quite through the discussion state. 

Did you mention bicycles? 

Mr. Srvpson. I also mentioned hardboard and textiles, lead-zinc, 
and mining of hard coal and soft coal. 

Secretary Weeks. On the question of lead-zinc, there is a proceed- 
ing before the Tariff Commission on which I shall have to comment 
shortly as chairman of the Trade Policy Committee. 

I would like to show you a chart of what happened in the bicycle 
industry. Since the remedies were applied, in the next to the right- 
hand column on the right—go to 1955—1.22 million imports and 1.79 
million production. 

Since that time the domestic production has gone up from 1.79 to 
1.90 million and the imports have gone from 1.22 to 0.75 million. 

Mr. Srupson. They put four wheels on them now and send them 
in as automobiles ? 

Secretary Weeks. That is another story. 

Mr. Stupson. I would like to see a picture of the increases of auto- 
mobile shipments you have. 

Secretary Werks. I believe we have one here. 

Mr. Srupson. Tell me about hardboard. What hope can that in- 
dustry have? 

Secretary Weeks. We have urged them to make an application to 
the Tariff Commission. May I ask Mr. Kearns to speak on that? 

Mr. Kearns. We have repeatedly suggested to the plywood indus- 
try that they make an application to the Tariff Commission. They 
did in 1954. The finding was not in their favor. 

They have been reluctant to make another case, although they indi- 
cate that the conditions have changed considerably since 1953. 

We believe that the Tariff Commission has the facilities to develop 
the facts. There are considerable differences of opinion in the ply- 
wood business, both consumers and users, and it appears that it weelil 
be useful to have an examination—a thoughtful, sincere, constructive 
examination—by the Tariff Commission. That is available to the 
industry. 

Mr. Suwpeson. Have you asked the Japanese to consider a voluntary 
restriction against exports? 

Secretary Weeks. No, we have not. 

Mr. Stupson. Have you ever discussed that subject with them at all? 

Secretary Werks. The Japanese have not discussed it with us; no. 

Mr. Srvson. I know. Have our men discussed it with them as 
you did with respect to steel flatware? Is that not a fact that this 
approach of voluntary agreements is used as a means of avoiding con- 
gressional action and our Department of Commerce and Department 
of State are actively encouraging other countries to make agreements 
among themselves to limit exports to the United States? 

Secretary Weeks. I was reading a note here. May I have your 
question on that, Mr. Simpson ? 

Mr. Simpson. I will repeat it. The question is whether the De- 
partment of Commerce is taking the initiative in encouraging foreign 
countries to impose so-called voluntary limitations upon exports of 
their products to the United States as took place in connection with 
the stainless steel ? 

Secretary Weexs. And textiles. 
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Mr. Stmpson. And textiles, yes. 

Mr. Kearns. There is no effort made to encourage voluntary ar- 
rangements. There have been some indications in various industries 
that countries who export believe that it is in their interest to be 
concerned about the disruptive effect of undue imports into this coun- 
try. But there is no program on the part of the administration to 
encourage such discussion. 

Mr. Stmpson. Do not those industries come to you because they 
cannot get protection under law, and are they not the same industries 
that come in here complaining against the existing law because it 
does not protect American industry ? 

Mr. Kearns. It seems reasonable that when an industry is dam- 
aged or threatened with damage or feels it might be damaged that 
you should examine every course to provide relief. When consulta- 
tions are carried on on a voluntary basis we would most certainly 
listen to them. 

Mr. Staprson. What I am trying to develop, Mr. Secretary, is under 
what basis you can support voluntary agreements with the uncertainty 
incident thereto by foreign nationals to limit their exports to the 
United States while at the same time you deny, by the executive branch, 
relief to the industry under the law of the very same so-called volun- 
tary limitation imposed by the foreign nations / 

Why don’t we do it directly instead of doing it indirectly ¢ 

Secretary Weeks. In my judgment, although the provision is avail- 
able in the Tariff Commission procedure, the recommendation for a 
quota, we have consistently since the Trade Agreements program has 
been underway since the war, tried to induce our customers abroad to 
get away from the quota basis. 

That is what they started on. We have tried to get them to re- 
strict themselves to tariff restrictions. If we are taking that course 
which we think is good for our export business, we have got to be, 
I think, as consistent insofar as we can on the other side of the coin. 

When you start the quota business, it seems to me, that there is no 
end to it. We ought to relate these things to tariff if we can and use 
the quota as a last resort. 

Mr. Stmpson. But you have just said that you were encouraging 
the Japanese to impose quotas voluntarily but nevertheless a quota 
which is presumed to give some assurance to the American business- 
man that he can, with a degree of certainty, expect that his country 
is protecting his business, 

So you are encouraging a foreigner to impose a quota ? 

Secretary Weeks. Mr. Simpson, Japan for obvious reasons is some- 
what of a different case from our relationship with many other trad- 
ing nations. 

Mr. Simpson. That is what I am trying to find out. 

Secretary Weeks. For example, there have been cases where the 
available relief in increase in rates would not give the remedy that you 
might want to get. Then you move to a quota imposed by law or on 
a voluntary basis. 

The Japanese are very cognizant of their operations in this mar- 
ket, and I think have done an excellent job in trying to cooperate. 

Certainly we want, for the sake of the free world, to give Japan 
a chance to trade and live in this world. I think it is very vital that 
they be given that chance. 
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Mr. Stimpson. That is not my question. The question is why do you 
let Japan impose a quota when we could have done it by our own 
Government under existing law and under authority Congress has 
already given to the Executive. 

Secretary Weeks. I would like to ask Mr. Kearns to answer that. 

Mr. Srmpson. You are the chairman of the committee who pre- 
sumably made the recommendation to the President. May I ask 
did you recommend that we wait to see how the voluntary system 
worked out? 

Secretary Weeks. I don’t think you heard. I did not participate 
in the steel flatware case. Mr. Kearns will answer that question. 

Mr. Kearns. The Tariff Commission was divided on the remedy 
but united on the finding of injury to the industry in the steel flat- 
ware case. Upon an examination of the remedies that were recom- 
mended by both sides of the Tariff Commission—half recommending 
an increase in duties on flatware valued at $3 per dozen pieces and half 
of them on flatware regardless of value. Upon examination and upon 
the recommendation and consultation with the industry it was our 
conclusion that the increase of the duties, even the maximums, would 
not provide relief for the industry. 

I would like to read a leter from one of the heads of the flatware 
industries who comments on this subject. 

Mr. Srupson. Will you wait just a minute, please. I have no ob- 
jection to the letter being read although it looks to me it is quite a 
ong one. 

Mr. Kearns. This is one short paragraph. 

Mr. Srupson. Very well. 

Mr. Kearns. He says “The recommendation for relief proposed 
by Commissioners Talbott, Dowling, and Jones, that is the maximum 
relief, is by far the fairer of the two recommendations, for it en- 
deavors to protect the whole United States industry. However, we 
sincerely believe the price differential between the imported and 
United States steel flatware is far too wide to do anything but bring 
partial relief.” 

That was the maximum relief recommended by the Tariff Com- 
mission. 

Mr. Smrpson. You are not limited to that. You could go beyond 
it. 

Mr. Kearns. We did have an alternative. 

Mr. Stwpson. Don’t you have an alternative. The President could 
have imposed a quota identical with the one that the Japanese are 
allegedly going to impose. 

Mr. Kearns. It was our belief upon examination of the facts that 
an imposition of 5.5 million dozen would give considerable relief to 
the industry, considerably more than the imposition of duties. 

When you recall that the consumption of flatware has increased 
from 11 million dozen to 22 million dozen and the 5.5 was a reduction 
of 35 percent over their 1957 shipments 

Mr. Srupson. That is not my question. My question is why didn’t 
you recommend that the President impose that limitation instead of 
asking the Japanese please to do it? 

Mr. Kearns. If you will recall what happened, the President sus- 
pended action on this until it was possible to examine the effect of 
the voluntary restriction upon the industry. 
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Mr. Sumpson. My question is why. 

Mr. Kearns. The recommendations were not rejected. The case 
was not closed. It is held in abeyance until you determine whether 
or not the industry has been given relief under the voluntary arrange- 
ment. 

Mr. Srupson. May I say this. Instead of the industry having the 
certainty that is incident to something done by law in the United 
States it has to look to a future where if this works at all it will be 
dependent upon the willingness of a group of people in Japan to abide. 
I say that we used to be governed by law here and not what the for- 
eign national sees fit to do. 

If I may, I would like to discuss this chart for a moment, the one 
that you showed Mr. Weeks. 

I notice right after 1940, about 1941 and a half, the rapid ascend- 
ency of the line. Does that indicate wartime ? 

Secretary Werks. Yes, sir. 

Mr. Stmupson. And then in 1947 it went up again. What was that 
due to? Is that the good factors of the Reciprocal Trade Agreements 
Act? 

Secretary Werks. That simply shows the course of the trade. It is 
only 

Mr. Simpson. Is that one of the good points of the reciprocal trade 
agreements program ¢ 

Secretary Weeks. No, sir. This chart is simply intended to try 
to indicate that you sell what you buy and you buy what you sell. 

Mr. Stimpson. I understand. What I am trying to see is what con- 
nection the Reciprocal Trade Agreements Act has to do with that 
picture you show us there. 

Secretary Werks. The point that was raised in opposition to the 
renewal of the act was, as I have heard statements to this effect, “What 
are all these sales of finished manufactures that you show on the 
chart? We are going to have them anyway regardless of whether 
we shut off a possibility of selling to us.” 

[ attempt to prove that you can’t have it all one way. 

Mr. Simpson. I have not finished with the other chart there. So 
we have the war from 1941 to 1945 and then it dropped way back and 
in 1947 it starts up again. Was that due to anything abnormal or 
was that the reciprocal trade agreements program working? 

Secretary Werks. I think you had the real effect of the reciprocal 
trade agreements program from V-J Day on until today, and the de- 
velopment of trade back and forth. 

Mr. Suupson. V—J was in 1945. 

Secretary Werks. Yes, sir. 

Mr. Srmpson. Don’t you think we had any good effect for the 
reciprocal trade program until the Republicans got in power? It was 
only a patchwork. 

Secretary Werks. You know I am a Republican. 

Mr. Simpson. Do you remember that speech? “It was only a patch- 
work.” It said, “It is well known that the administration in coopera- 
tion with the Republican Congress is working very hard in developing 
a lasting trade policy to replace the patchwork quilt developed over 
the last 20 years.” 

All the good of this program, if I understand your language, has 
happened since the Republicans got in power. 

24093—58—pt. 2——81 
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Secretary Wrexs. I am sure the Republicans do very well when 
they are in power. 

Mr. Boces. They have a lot of trouble, though, don’t they ? 

Secretary Werks. Yes. 

Mr. Srmpson. Is it the fact that it didn’t amount to anything up 
until 1953 ? 

Secretary Werks. I maintain that you cannot, in the course of 
trade, tell really what happened until we got through with the Ko- 
rean war and started in a relatively normal world to trade back and 
forth. 

That is when the results of this program began to show up. I am 
convinced of that. 

Mr. Srwpson. In none of these last 20 years, has tariff policy, 
whether our own or the other countries, basically reflected the volume 
and content of the trade? 

Secretary Weexs. Again I repeat that all of this has happened in 
trade. While the reciprocal trade agreement program was in effect, 
those rules were the rules of the game. 

Mr. Srvpson. So that chart does not mean anything until 1954. 

Secretary Werks. I have said many times that trade was not nor- 
mal until we finished the Korean war. You hada preparatory period 
in 1934-39 and then you had six or seven years of war and then you 
had the reconstruction and then the Korean war. 

We really never had a chance to develop our trade until 1953. 

Mr. Smorpson. Then the only test we have had of the reciprocal trade 
program under normal times was since 1954 even though the law 
started in 1934. 

Secretary Weexs. The only normal trade we had is since 1953 and 
the reciprocal trade agreement program was the rule under which 
we operated and it produced the goods, in my opinion. 

Mr. Srpson. And all that happened in the twenties, thirties and 
forties had nothing to do with wins we are today except creating 
the abnormal circumstances under which we had abnormal trade, 
Mr. Secretary ? 

Secretary Weeks. Mr. Simpson, you had no normal conditions in 
that period. You had two wars, you had reconstruction, devastation. 
There was no normal trade in the world in that period. 

Mr. Srmpson. Of course, we were told throughout the period that 
it was the great scheme to keep us at peace, just asy ou are telling us 
now that it will make relations good with Russia. 

Secretary Weeks. I didn’t say that, Mr. Simpson. I said it would 
make relations good with the free world and the trading partners 
that we do business with. 

Mr. Stupson. With respect to the last item in your comments today, 
I fail to see the connection between this bill and what it will do to 
stop Russia as she seeks to expand her trade. 

irectly and specifically what can this bill do? 

Secretary Werks. As I see it, by this procedure the United States 
keeps a team on the field. We consult with the free world on all kinds 
of activity, NATO, SEATO, and all other kinds of activities, and 
this procedure enables us to keep a team on the field. 

If we take our team off the field, I don’t think it is good. 

Mr. Sruupson. But no one has any intention of giving up the agree- 
ments we have. Every one will remain in force, so the only thing 
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that could interest our friends would be the hopes that they may have 
for further cuts as a result of this authority that you are requesting. 

Secretary Weeks. They won’t get further cuts unless we get further 
cuts that will help us. This is supposed to be and I believe is a re- 
ciprocal benefit. We are low enough now in our rate scale so that the 
peril point provides an effective floor below which we cannot pene- 
trate. 

Mr. Srurson. There was some testimony yesterday that I inter- 
preted to mean that the only area in which this authority is to be used, 
so far as anybody can tell now, is in the area of the European com- 
munity—the European Economic and that we are an- 
ticipating after they set down their rates that we will trade off with 
them so that they will reduce those rates which they are now in process 
of setting. 

Have you any information on that point? 

Sec retary Werks. No. I don’t believe anyone has. I simply point 
out and reiterate that Western Europe is a very important customer 
of ours. They have this new arrangement. Again I think we have 
to be in there with a team on the field to try to see we don’t get hurt in 
the ocess, 

Mr. Srwpson. They are now in process of raising rates against us, 
which we had paid to have reduced some time ago. 

I see your head shaking. Don’t they strike an average? 

Secretary Weeks. They will strike an average. 

Mr. Srwpeson. Does that raise some rates ? 

rag aad Werks. It will raise some and lower some. 

Mr. Simpson. I said they are now in process of raising some rates. 
That is what they are doing. Rates which we had bargained to have 
reduced earlier. 

Secretary Weeks. Yes, but under the GATT provisions they must 
average their rates so that the net effect of the balancing out cannot 
be adverse to us. 

Mr. Srvpson. I understand that. They have to strike an average. 
But in the process of averaging they had to raise some. 

Secretary Weeks. It could be. 

Mr. Stimpson. We are asking then in this bill to provide further pos- 
sibilities by w ay of concessions in order to have them reduce that 
average rate which is being established now. 

In other words, we are paying twice in some instances for those 
cuts. There is not anything wrong with that. Isn’t that correct? 

Mr. Kearns. If they strike an average and raise some and lower 
some, as you say, those that they lower you get a free reduction, isn’t 
that correct ? 

Mr. Stwpson. That’s right. 

Mr. Kearns. Then you come out with a net as far as our trading is 
concerned, provided we can do the amount of trading. 

Mr. Sruwpeson. You mean you are just as well off when they set their 
new rates as we were before. 

Mr. Kearns. We want to be better off. 

Mr. Stwpson. Aren’t we as well off after they strike an average? 

Secretary Weeks. We think after we go over their individual rates 
and trade it out that we will be as well or better off. 

Mr. Simpson. My question is, after we strike the average are we just 
as well off as we are today ? 
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Secretary Werks. I can’t answer that question. 

Mr. Sumpson. We aren’t because that is why we want this authority 
to bargain down for striking the average. 

Secretary Werks. I cannot categorically tell you how they will 
come out and when they average all of the thousands of rates that they 
are working with. We have the protection the GATT agreement 
offers us and we will be in there endeavoring to see to it that we come 
out of this new Common Market arrangement as well or better off 
than we are today. 

If we don’t have a team on the field I don’t see how we do that 
effectively. 

Mr. Srurson. I have an item here from Time for March 24, 1958, and 
I am wondering this: Are we using any other weapon against Russia 
with respect to trade other than this bill in front of us which is just 
peanuts compared to what Russia is willing to spend to take markets ? 
Are we using anything else ? 

Secretary Werks. This problem of countering the Russian economic 
offensive is a very serious one. They have weapons in the kind of 
society under which they operate that are not avaflabis to freemen and 
a free society. 

Mr. Smreson. Do we have anything aside from this bill you are 
requesting now, this authority to cut our tariffs by 5 percent for each 
of 5 years? 

Secretary Werks. We have many things. We have the operations 
of the Export-Import Bank. We have the operations of mutual aid. 
We have all of the treaty organizations through which we operate with 
the free nations, all of which give us contact and enable us to work 
with them and to help them. 

Mutual aid is a very strong facet in this overall approach to the 
problem. 

Mr. Srupson. You apparently attribute to this bill in front of us 
the greatest of importance. I am trying to find out why, because the 
amount of money involved is so trivial. Let me read this one para- 
graph: 

The Russian campaign to capture more western markets brought some cries 
of alarm last week. For many years Britain has bought 80 percent of its 
aluminum supply from Aluminium Company of Canada, Ltd. Current British 
demand is drastically down and the British market has dropped from 205,000 
tons in 1956 to 153,000 tons last year. At the same time Russian aluminum 
exports to Britain have soared from 197 tons in 1956 to an annual rate of 
23,000 tons. Reason, Red aluminum sells for $510 a ton, Canadian price is $552. 


Last week Alcan revealed that it began granting a 2 percent “loyalty” discount 
to British buyers 3 months ago and has asked the British Board of Trade to 


impose an antidumping duty against the Reds. 

Is there anything in this bill that would help us to fight imports of 
aluminum from Russia to South American countries ? 

Secretary Werks. Are you talking about aluminum as such. Is that 
the specific question ? 

Mr. Sruprson. That is what it says. 

Secretary Werks. Russia is presently making efforts to increase 
trade. We buy from them very limited amounts. We buy 3 or 
4 times what they buy from us. It doesn’t amount to much in trade. 
They don’t have the ability presently to supply markets abroad with 
consumer goods in any great degree I don’t think. But they may have 


as they go along. 
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Mr. Srmpson. One of the papers read to us indicated that they could 
take a market most anywhere. It says that the Reds are also wooing 
British businessmen with orders as part of their campaign to get the 
embargo on East-West trade eased. 

In London last week a Soviet trade mission announced one of its 
biggest catches today, with a combine of British companies. 

The Russians placed an equipment order of between 23 and 42 
million in one of the biggest tire factories which will turn out 2 million 
tires a year. 

There is an increase of trade back in the Iron Curtain by some of 
our allies. 

Secretary Werks. Yes. We operate in Paris with 15 nations that 
try to work together. 

‘Mr. Srreson. Is there anything in GATT which would permit us 
to withdraw concessions if one of the countries to whom we make con- 
cessions trades behind the Iron Curtain ? 

Secretary Weeks. No. The GATT provisions have no bearing on 
the question of trade between the members and the Soviet bloc coun- 
tries. That is a different problem. We have no trade at all with 
China. In our trade with the Russians and the bloc countries we 
operate on the basis of schedules that are agreed upon by the COCOM 
nations unless we can effectively, on a unilateral basis, control the sale 
of a given item to Russia and the bloc countries, assuming we want to 
do that. The bars to trade with the Soviet bloc have been dropped 
some over the last few years and there may be more. 

I donot know. Maybe Mr. Kearns can make a comment on that. 

Mr. Kearns. On the effects of the Reciprocal Trade Act in our 
relations with the Soviet Union—we have today the position of being 
both the largest supplier and the largest customer of the nations 
of the world. That brings about a great opportunity if we do exert 
and continue to exert, and tell the world we do intend to retain, this 
leadership. 

About the only thing we can say will happen if we tell the world we 
don’t intend to retain it, is that they will start looking elsewhere for 
their supplies and markets. 

So it does become a very important thing in our world-trade picture 
and the future. 

Mr. Srurson. Do you have any information by the purchase from 
Japan of lumber in Russia ? 

Secretary Werks. I don’t have it here, sir. 

Mr. Simrson. And have you heard about it? That Japan is buying 
lumber from Russia, manufacturing it into plywood and shipping it 
into the United States ? 

Secretary Weeks. You say buying lumber from Russia, converting 
in into plywood, and shipping it into the United States? 

Mr. Stimpson. Yes. 

Secretary Werks. I understand they were buying their lumber for 
plywood from the Philippines. I can get those figures for you if you 
want them. 

Mr. Srupson. I am not interested in the figures. I want to know the 
facts. Are they doing it? Surely we know whether any plywood is 
coming into the U Inited States if it is from Russian lumber. These 
people whom we are dealing with on a voluntary basis could tell us 
that. 
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Secretary Weeks. It is rumored. I will try to get the information 
if Ican. 

Mr. Stmpson. It seems to me a most vital piece of information for 
the Congress. 

Does anybody have any knowledge about it at all ? 

Secretary Weeks. I am told by Mr. Simpson that some of it comes 
from Alaska. 

We do know that. 

Mr. Srpson. I don’t doubt that. How about Russia into Japan 
and then over here? 

Secretary Werks. I can’t answer that question. 

Mr. Srurpson. One of the Members of Congress put some informa- 
tion into the record yesterday dealing on that subject. 

Do we have any check to find out if material originates back of the 
Iron Curtain which comes into the United States under our reciprocal 
trade program. Do we have any check on that at all ? 

Secretary Werks. We are endeavoring to check it continually. 

Mr. Srwreson. The statement is made here—and it was put into the 
Congressional Record by Mr. Mack of the State of Washington— 
“Logs from the Soviet Union now are being used by Japan in the mak- 
ing of her plywood. This means that when Americans buy Japanese 
plywood they are indirectly trading with Russia and thereby helping 
the Soviet.” I interject, causing unemployment in the United States. 
Would you agree with me that if anything like that happens it should 
be condemned ? 

Secretary Weeks. I don’t approve of the practice. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on a point raised by Repre- 
sentative Simpson :) 

The Department of Commerce has looked into the alleged use of Soviet timber 
in the manufacture of plywood imported into the United States from Japan. 
It has been ascertained that there is little possibility that Russian timber would 
be used for this purpose for the following reasons: 

1. Russian timber has too many imperfections (knots) to be suitable for 
use in plywood. 

2. Its use even as core stock is difficult and impractical because of adhe- 
sion problems. 

3. The diameter of the Soviet logs is considered to be too small for prac- 
tical use in plywoods. 

4. Costs of plywood production would be higher for Russian timber than 
for lauan timber chiefly because of the smaller percentage of utilizable wood 
in the Russian timber. 

5. The supply of available Philippines logs is sufficiently large to make 
unnecessary the consideration of Soviet logs for plywood. 

In 1957 Japan imported a total of 4.9 million cubic feet of logs from the Soviet 
Union. These consisted chiefly of silver fir, spruce, and larch. The silver fir 
and spruce are used in roughly equal quantities for construction, packing mate- 
rial, and manufacture of furniture. The larch is used mostly in construction. 

Mr. Suupson. Would you agree to support an amendment if we put 
it in this bill providing that with respect. to lumber bought from Rus- 
sia it should not be permitted entry into the United States from 
Japan ? 

Mecsas Weeks. I don’t want to agree to approve any amendment 
as far as I am concerned. 

Mr. Srupson. Why not? 

Surely you want to protect the industries in this country. 
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Secretary Werks. All I want to do is to see the amendment and 
look at the facts, and I think I would be as responsive to a situation 
that you think needs curing as you do, Mr. Simpson. 

Mr. Stmrson. Would you mind preparing an amendment you can 
support ¢ 

Secretary Werks. I will talk with you. 

Mr. Srmpson. Japan is reported to have imported 60 million feet 

of Siberian wood. That was in 1957. In 1958 she is able to import 
- about 109 million feet. With that kind of thing going on, is it any 
wonder with unemployment in their districts they are opposed to this 
legislation without amendment to actually safeguard the jobs of 
American workers? 

Secretary Werexs. As I endeavored to point out, there are safe- 
guards in this bill and we have increased the remedies that have been 
available. 

Mr. Srupson. But never having used the remedies that are in the 
law 

Secretary Weeks. I don’t consider that statement as quite accurate, 
there. 

Mr. Stmeson. I will not quarrel with you. 

Secretary Weeks. What happened in the case of the bicycles? 

Mr. Simpson. There is a little story on that that would take more 
time than I wish to take. 

At the top of page 10, do you mind answering this question. Are 
ar saying there that we must prepare to see our export business 

uilt up at the expense of the industries which include a lot of labor. 

Secretary Weeks. What I visualize is a gradual growth of our ex- 
port trade and if we are to sell we have to buy. There will be 
changes. There are changes continually in business. One time there 
was a great business in building carriages and horsewhips, but that 
went out the window for another type of business. 

These changes come in any free economy. I say if we follow a 
moderate course we can build a big business that will be of benefit 
to the country overall. 

Mr. Srmpson. Of course, with respect to the buggywhips, then, 
that which replaced the buggywhips and the buggies was made in 
America. That provided jobs for the men who used to make buggy- 
whips and so on. What you are saying here, if I understand, is 
that our exporting industries, with this high productivity, high-wage 
industries, in machinery, transportation equipment, petroleum prod- 
ucts, and chemicals, and others, that we should anticipate a growth 
in the exports of those products, and that they will be paid for by the 
industries in which there is a high-labor content which, it must 
follow, must go out of business. 

Secretary Weeks. This goes along in any developing countries. 
Years ago we were building infant industries and building them into 
great industries. 

Now we are a creditor nation and we have goods to sell and we are 
increasingly in the export market. 

Mr. Srmpson. Is that the purpose of this law, to greatly increase 
or to increase the export in these areas we are now talking about, 
machinery, transportation, petroleum, chemicals? 
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Secretary Weeks. The purpose of the law is to develop our trade, 
and this means that we must buy as well as we sell. But the pur- 
pose of the law clearly expressed is that there shall be no serious in- 
jury or jeopardy to any industry or segment of any industry. 

Mr. Stmpson. That is a contradiction to what is happening. If we 
export these things where there is high productivity, high wage costs 
and so on, and we bring into the country the things with high labor 
content, which is what we are doing today, it means that those indus- 
tries—and they are the ones who really are here complaining—are 
actually on the way out. 

Secretary Weeks. As far as the complaints go on the score of the 
escape-clause cases that have reached the President, the number of 
people interested is nothing in comparison to the number of people 
interested in our world-trade picture. a 

Obviously it is desirable to increase wages in the high-productivity 
industries. 

Mr. Smeprson. Mr. Secretary, can you conceive of us exchanging 
what are our exporting industries for the same product? That would 
not be good business, would it ? 

Secretary Werks. To do what, sir? 

Mr. Supson. It would not be good business for us to export abroad 
these items, machinery, transportation equipment, petroleum, and 
chemicals and then bring the same thing in from abroad. That would 
not be good business. ‘What we do is bring in the things that the 
other people make cheaper than we can make here. 

In other words, we take advantage of their low labor rate. 

Secretary Weeks. In very few instances. 

Mr. Suwpson. Are you willing now, Mr. Secretary, to provide that 
labor costs be an item by law, that something be done to equalize the 
labor factor, so that we do have fair competition between American 
goods and foreign-made goods? 

I am referring to your speech in 1954. 

Secretary Weeks. I think we do that by the rates that are involved. 
That ideally may be a pretty good way to do it but it is extremely 
difficult. You have to take into consideration productivity and the 
amount of capital involved in a business. For example, I used to be 
in a business which had a subsidiary in England. The business pro- 
duces in this country about four times in dialer sales per employee as 
the same business does in England. All those factors make it diffi- 
cult to provide the protection except by tariff rate setting, which we 
have done. This is all provided in the present procedure. 

Mr. Sumpson. You recommended or you suggested that the Ran- 
dall Commission consider whether our tariff legislation should not be 
gradually replaced by a policy which would ews about fair com- 
petition in respect to this labor factor as between the United States 
and other countries. To produce this result consideration should be 
— to legislation which protects the American standard of living 

y taking account in some fair degree for wage differentials after 
first making due allowance for relative productivity. 

Do you still believe that ? 

Secretary Werks. I believe it because I believe that is the basis for 
tariff ratemaking. That is the basis involved in the President’s 
statements that he wants to see industries protected from injury. 
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Mr. Stuprson. Then you go on “What I do suggest is that in the 
process of determination when we come to those products where there 
existed radical differences in domestic and foreign labor costs not 
offset by greater productivity and where the output of this product 
is important to a substantial segment of the American economy, then 
we be guided in our tariff determinations to the end that an adequate 
recognition of the labor standards of our workers in that industry be 
made.” 

That is what we are trying to do by protecting these workers who 
are thrown out of jobs because of unfair competition with products 
made by cheap labor abroad. 

I don’t know why you don’t want to protect them. 

Secretary Werks. I think we have done that. I think the fact that 
in all this procedure only 11 escape clause cases have been rejected by 
the President—— 

Mr. Stmrson. I would think if you were practicing law that it would 
be most foolish to advise a client who is being injured to go ahead 
spend the thousands of dollar necessary in the light of the experiences 
that have occured so far with respect to the granting of relief under 
the escape clauses. 

The percentages are so much against them. I don’t see how a re- 
spectable lawyer could justify the investment. 

Now with this new plan, when relief is indicated we are going to 
ask the offending country to voluntarily limit imports, and voluntarily 
come to the rescue of the unemployed American workmen, does not 
make the least bit of sense to me. We do it when we have a law that 
says we should do it ourselves. 

I can’t understand it. 

Secretary Weeks. When you have had this thing going along for 
years and only 87 cases go to the Tariff Commission, the Tariff hn 
mission has to find injury and did not find injury in 58 cases, they 
send 26 cases to the President, and he in effect takes care of all except 
11, I think that is a pretty good record of looking after the situation 
in accordance with the expressed desires of the Congress. 

Mr. Srmpson. I think this country would never have grown to the 
great coutry it is if we had not protected some of the very industries 
we are now willing to trade down the river and we are trading down. 
Stainless steelware, textiles and so on. Without tariff protection 
those industries would not have grown here, and the gentleman knows 
it. 

Secretary Weeks. I don’t think you can say that either of the two 
industries you have mentioned have been traded down the river. 

Mr. Stmpson. The people who have testified are very much afraid. 
They have great unemployment in the areas. The steelware people 
came in and showed alarming figures of the effect of unemployment. 

Secretary Weeks. The textile situation in my judgment, is not due 
presently to imports. It is due to a lot of other factors that are 
present in that industry. 

Mr. Simpson. Whatever the other factors, and this is the last 
thing I am going to touch on, other than a reduction in the tariff 
rate, which causes the injury, Mr. Secretary, do you agree that we 
should protect that industry under those circumstances? 

Secretary Werks. When you have other factors than the rate? 
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Mr. Srmrrson. Yes, where we do have factors other than a reduced 
tariff rate. Under the escape clause you have to show that the injury 
resulted in a reduction of the tariff rate. 

You are suggesting now that there are other factors. It is pos- 
sible to conclude in some industries the tariff rate is not what caused 
the injury. In those instances do you believe that there should be a 
means of protecting that industry ? 

Secretary Werks. If the injury is due to unrestrained foreign com- 
petition, I think the statements that have been made by the President 
and others, there is no intent to have any industry placed in serious 
jeopardy. 

Mr. Stupson. That is to say, the industry is being injured. It is 
impossible to prove that it is a result of having cut the tariff. What 
can we do for the industry ? 

There is nothing we can do, or is there? 

Secretary Weerxs. I thought we did a lot for the cotton textile 
industry. 

Mr. Suaprson. We tied the hands of Congress under GATT and 
under these reciprocal trade agreements in such a way that we can’t 
do it without increasing the rate. I mean without violating those 
agreements. 

Secretary Werks. On due notice you can abrogate an arrangement 
that has been made under GATT. 

Mr. Stimpson. Then your answer is that we must get out of GATT? 

Secretary Weeks. No, on a particular arrangement that has been 
made under GATT. We can withdraw a concession or we can 
change it, change the procedure, just as in the case of this wool and 
worsted quota arrangement. , 

There was the Geneva reservation for the reestablishment of the 
duty after the 5 percent clause had been reached. 

That is what we have done. 

Mr. Srupson. Mr. Secretary, I am referring to an item upon which 
there never has been any cut in the duty. Yet the fact is proved that 
imports are seriously injuring the segment or the business of which I 
am speaking. Under those circumstances, the Congress cannot without 
violating GATT and some of these international agreements that we 
are in, raise the duty and protect that industry. 

Secretary Wzexs. Congress can do anything at any time, sir. 

Mr. Smorpson. Without paying a penalty for Congress’ act in pro- 
tecting that business, namely, by way of a concession to the foreign 
country. 

Is that correct ! 

Secretary Weexs. I would like Mr. Simpson of my staff to answer 
that question. 

Mr. Rozsert E. Stmpson. The only thing I wanted to contribute 
was that if there has been no tariff concession made on an item then 
there is no international commitment on it and it can be raised by act 
of Congress at any time without any problem in GATT. 

Mr. Supson. Where the injury is not proved to have been the 
result of the concession. 

Mr. Rozert E. Surpson. The only items on which we have any 
international commitment are those on which we have made a conces- 
sion under this program. 
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Mr. Stupson. No, I didn’t say that. I said there has been a conces- 
sion made but there is no proof that the injury results from the con- 
cession. Under those circumstances Congress wants to protect the 
industry. 

Congress may not pass a law protecting that industry by increasing 
the duty without, as a nation, our having either to abrogate, as you 
suggested, the international agreement or paying compensatory 
damages. 

Secretary Weeks. No, I didn’t mean to say that. You say if there 
is a case where an industry is in trouble where there has been no reduc- 
tion in the duty ? 

Mr. Stmpson. Where there was a cut in the duty but they cannot 
prove that the injury results from the cut. 

Under those circumstances, Congress in exercising its prerogative 
of increasing the duty violates the international agreement and we have 
to pay for it. 

Secretary Weeks. If there has been a cut and that was one of the 
concessions that was made, we cannot withdraw a concession without 
either changing some other concession or having them offset the with- 
drawal. 

Mr. Srmpson. Recognizing that this thing is never static and that 
it is going to be changed from time to time, certainly that situation is 
coming to pass, where some American industry is injured and you 
cannot prove the injury results from the tariff cut and yet Congress 
wants to protect it. 

Should we not put something in this bill to give Congress the right 
to protect an American industry and not to have to pay some other 
country for it? 

Secretary Werks. Where the Tariff Commission cannot find any 
injury from the tariff cut ? 

Mr. Stmpson. That is right. Yet the industry is injured. Surely 
you agree with me that Congress ought to have a right to protect that 
industry without having to pay another country for it. f 

Secretary Werks. That is something I should like to think about. 

Mr. Stmpson. Can you think about it now ? 

Secretary Werks. I will think about it before you come to the con- 
clusion. 

Mr. Srupson. Let us get the problem straight. 

Secretary Werks. I understand the problem. I will put my mind 
on that one. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on the point raised by Repre- 
sentative Simpson :) 


The Trade Agreements Act, authorizing the President to give effect to tariff 
concessions negotiated in trade agreements, has in no way affected the constitu- 
tional power of Congress to increase United States tariff rates as a matter of 
domestic law. 

Such a statutory increase in the rate over the level provided for in a trade 
agreement would, of course, be inconsistent with the trade agreement in ques- 
tion, unless and until we negotiated a modification in the previous concession 
with the country or countries concerned. In this sense, and in the absence of 
such negotiations, such an increase would violate United States obligations under 
international law. 

No trade agreement can take away the power of Congress to take measures 
to assist an American industry in any type of difficulty, and in the absence of 
conflict with an agreement, the United States has no obligation to “pay another 
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country” simply because Congress takes action to help an industry. But where 
the action taken by Congress in an individual case nullifies or impairs a tariff 
concession we have negotiated with another country, and for which that country 
has already “paid” the United States, it is only just either that we compensate 
the other country in return for the concession we take away, or alternatively 
that the other country take action adversely affecting a concession it has nego- 
tiated with us. 

In actual fact, the provisions of the General Agreement on Tariffs and Trade do 
eover such situations. It contains, in addition to the escape clause (article 19) 
a provision (article 28) allowing a periodic opportunity, normally every 3 years, 
to withdraw or modify existing tariff concessions, and the same article also pro- 
vides a procedure for renegotiating concessions at other times if such circum- 
stances exist. Congress, in legislating for the increase of United States duties on 
rubber soled footwear and fish sticks, delayed the entry into force of the new in- 
creased rates in order to give time for such renegotiation of the previous United 


States tariff concessions on these items. 

Mr. Boces. Mr. Chairman, I wonder if we could have some under- 
standing about time. Mr. Simpson has been questioning witness for 
an hour. While it is all right for me for the Republican side to badger 
this man, it seems to me that somebody ought to defend him a little 
bit. 

Mr. Sueson. Mr. Chairman, did you recognize the gentleman? 
He did not ask me to yield. 

Mr. Boces. We ought to have some agreement about time, Mr. 
Chairman. 

Mr. Srtmpson. I am waiting for Mr. Boggs’ proposal. 

Mr. Boges. I have no proposal. I just want to know if one side is 
going to have al! the time to badger the Secretary. 

Mr. Mason. Mr. Chairman, I resent the word badgering because 
I had questions to ask of the Secretary, and there was no intent, no 
purpose, no desire to badger. 

I think that is an unfortunate word and you ought to remove it. 

Mr. Boges. I have no intention to remove it. The record will speak 
for itself. 

_ Smapson. The gentleman has not made a suggestion. What 
is it? 

Mr. Boces. I am trying to find out, Mr. Chairman, since Mr. Mason 
and Mr. Simpson have had the witness ever since the witness con- 
cluded 

Mr. Mason. That statement is not true. 

Mr. Boees. Mr. Eberharter put something in the record and Mr. 
King asked one question about Mr. Williams’ visit. 

Mr. Mason. Then your statement was not quite true was it? Let 
us be accurate about our statements. 

Mr. Boces. Now the gentleman is trying to badger me. 

Mr. Chairman, can we not have some agreement about time? Is 
Mr. Simpson going to take another hour ? 

oo Grecory. Mr. Simpson will have to answer that question, Mr. 
oggs. 

Mr. Srwrson. My questions will run about another hour unless the 
Chairman sees fit to stop. 

Mr. Boees. Then I suggest we go to lunch and come back. 

Mr. Srurson. I will surrender the floor. 

Mr. Ikarp. Will the gentleman yield ? 

Mr. Chairman, what do we intend to do, go on until we are fin- 


ished? I have some questions to ask. I assume Mr. Boggs has 
several. 
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I would suggest if it is convenient with the Secretary that we recess 
for lunch and come back at 1:30 or 2 o’clock. 

Mr. Grecory. Suppose we recess at 1 o’clock and come back at 2. 

Mr. Reep. Mr. Chairman, I want to ask some questions, Mr. Chair- 
man, but I do not want to be charged with badgering. 

Mr. Saptak. Reserving the right to object, and I shall not object, 
at our last Executive session, when it was mentioned that Mr. Weeks 
would return, I asked that I might have the opportunity to question 
him in view of a very important event. 

It was unanimously agreed that I would have that opportunity 
before the afternoon. I would like to ask at this time that we return 
at 1:45 and that I might have at least 5 minutes at the beginning of 
that hearing so I might ask at least three questions of the Secretary, 
and that I could go on to the purpose which I suggested. 

Mr. Boaes. Mr. Chairman, I believe I am recognized at the moment. 

Mr. Gregory. Yes. 

Mr. Bocas. I would be very happy to yield to the gentleman for 5 
minutes when we return, but it will be limited to 5 minutes. 

Mr. SapiaK. I would be delighted to have the opportunity to have 
that 5 minutes. 

Mr. Byrnes. I would suggest, Mr. Chairman, that we confer with 
the Secretary as to what time is convenient with him. 

Mr. Grecory. Mr. Secretary, would it be convenient for you to 
return at 1:45? 

Secretary Werks. Yes. 

Mr. Gregory. We will, therefore, recess now and will resume at 
1: 45. 

Secretary Weeks. That will be fine. 

(Whereupon, at 12:20 p. m., the committee recessed to reconvene 
at 1:45 p. m., the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 1:45 p. m., pursuant to the recess. 

Mr. Grecory. The committee will resume its hearings. 

When we recessed Mr. Boggs had the floor with the understanding 
that he would yield 5 minutes to Mr. Sadlak. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE; ACCOMPANIED BY HENRY KEARNS, ASSISTANT SECRE- 
TARY FOR INTERNATIONAL AFFAIRS; ROBERT E. SIMPSON, 
BUREAU OF FOREIGN COMMERCE; AND J. J. SCHALET, OFFICE OF 
GENERAL COUNSEL—Resumed 


Mr. Grecory. Mr. Secretary, Mr. Sadlak will inquire. 

Mr. Saptak. Mr. Chairman. 

Mr. Secretary, I have a number of questions but primarily I would 
like to clear up for my information, and I believe for the information 
of the committee, the questions which I have been directing to other 
witnesses during the time since you made your first appearance and 
they have constantly asked me to ask the Secretary of Commerce when 
he returns. I am greatly interested in the four-and-a-half-million 
figure which you have used as the number of people who would be 
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affected by this bill if we did not extend it. They are people who are 
engaged in exports and they therefore would lose their jobs. 

[ would like to have a breakdown of that figure. Can you tell me 
how you arrived at the figure and what was the source of your figure, 
and let us see whether it should be 3,100,000 or 4,000,000 or what 
figure it should be. 

Secretary Weeks. The breakdown, as I understand it, was supplied 
by the Secretary of Labor yesterday and, I believe, is the only break- 
down that is available, the estimate is 3,100,000 in the export field 
and that divides between agriculture, about 600,000 and, manufacture 
of export products, et cetera, at 214 million, and the other 1,400,000 
divides between transportation and distribution of five-hundred-thou- 
sand-odd and nine-hundred-thousand-odd for processing raw ma- 
terials in the first stage. Now, there is no direct evidence as to how 
the division is by industry. 

The Labor Department has tried to get funds so that it might re- 
search actually where these people are located. 

My personal view is that this is a conservative estimate, the best 
estimate that could have been arrived at and a conservative estimate 
as to the number of people that are involved in this trade. 

If you take the trade and add it all up according to our block chart 
you get $26 billion worth of exports of goods and services, et cetera, 
and the import of about $18 billion and, when you match the number 
of people that we cite in this figure against the size of the trade and 
its relationship to gross national product and every other index that 
I know of, I am sure that it is a conservative figure but it is not and 
cannot be by any process that we know of at the present time broken 
down and pinpointed. 

For example, we exported according to my chart, $8 billion worth 
of finished manufactures. If you divide the sales value of the 
product by the number of employees who turned it out, you get the 

er capita result of a single employee’s efforts. When you divide that 
into the $8 billion of manufactured exports alone, that would be one 
way of arriving at that particular segment. 

Mr. Saptak. But, Mr. Secretary, what you have told me amounts 
to this: That you have no figures of your own, that you are relying 
on the figures presented to you by the Department of Labor, the 
Bureau of Labor Statistics. 

Now, I was of the opinion that, if we did not extend this bill for 
5 years as has been proposed, very definitely this 414 million people in 
the United States oa lose their jobs, and this 414 million figure 
has been taken as the gospel truth around the country. 

The Secretary of Labor was before us yesterday and in effect he 
told us that his figures went back 10 or 11 years. 

It seems to me that in my research we have had a figure from your 
Department back in 1953 of 4,376,000 jobs overall, both imports 
and exports. Apparently now it has risen to 414 million. 

I was trying to reconcile these figures on the basis of the increased 
export-import we have had in the interim of 3 years. 

My research indicates that there has been an increased volume of 
about 23 percent, but, if we take your figure of 4,376,000 and go to 
414 million, that would make 5 percent increased employment. 
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Secretary Weeks. May I answer that first in this way: All these 
figures come either from the Bureau of the Census or from the Bureau 
of Labor Statistics and we rely on the joint effort of those two opera- 
tions to produce figures in this area and every other area. 

Over the years I have never heard any questions raised as to the 
objectivity or accuracy of figures that come from Census or the 
Bureau of Labor Statistics. They are fair and objective and I think 
they call them as they see them, so that I say we rely on those two 
agencies for the figures. 

When you come to a comparison of the 4,300,000 to the 4,500,000 
figure, again we rely on those two agencies for the figures but we 
believe we have been on the conservative side. 

The increase in the business amounted to 23 percent, you say, and 
the increase in the employees noted is about 5 percent. I would think 
that this was on the conservative side and that you might estimate 
more than the 414 million, but I do not know except as the figures 
come out of those agencies how you can get any closer to it, except 
through the estimates of the total value of the business. 

Mr. Sapuak. Let me ask you this, then: You have already con- 
ceded, have you not, that there is no breakdown then by industries? 

Secretary Weeks. That is right. 

Mr. Saptak. What I was concerned about specifically is whether, 
in the number of automobiles that we export, you include all of the 
people who are engaged in the manufacture of automobiles or do you 
take a certain percentage, a small percentage because now we are ex- 
porting few automobiles, and put that figure in? Do you take all 
of the people employed ? 

To bring it back to my home district, for instance in the aircraft 
industry, how do you apportion the people engaged in the Pratt & 
Whitney motors going outside the country to the planes that we give 
away or sell? That is what I want because I am convinced and I 
want to be sure that I am wrong in this instance and I will give you 
the opportunity to say that you do not take in all of the automobile 
industry or the aircraft industry in counting the number of people 
who would be affected by the exports of these products ? 

Secretary Werks. Of course, if the company does $10 million worth 
of business and has X number of employees, each one produces his 
share of the $10 million of sales value and, if 25 percent of the sales 
value goes into the export trade, as it does with many companies, then 
you would say that 25 percent of the employees were interested and 
working on the export products. 

As far as Pratt & Whitney is concerned, I think Mr. Kearns had 
some figures of Pratt & Whitney. 

Mr. Kearns. Not by individual businesses. 

Secretary Weeks. No; he does not have them by individual busi- 
nesses. However, I am informed that in 1947 there were some break- 
downs by industry and obviously those would be out of date today. 

Mr. Sapiak. But we have no figures on which we can definitely 
rely as being scientifically arrived at for accuracy at this time other 
than the 414-million figure might approximate that figure. 

Secretary Werks. Not by industry but by the estimates which are 
made which we think are as accurate as we can get them so that there 
surely must be at least this number in the business. 
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Mr. Sapiax. You also include people who are engaged, as I think 
you have put it, in the processing of these imports and so on so that 
you take in coffee roasters and the smelters of zinc and lead that comes 
in and the wools that come in to be made into textile. You consider 
all of those jobs, do you not? 

Secretary Werks. They are just taken in the first stage of the 
processing. 

Mr. Sapiax. So that whether they have effect upon the Reciprocal 
Trade Agreements Act or not you include them all because we have 
no agreements for coffee, it comes to the United States and has to be 
roasted here. That has no effect actually on the export-import as far 
as the reciprocal-trade agreements are concerned but still you include 
that number ? 

Secretary Weeks. Well, the figures are estimated to cover those who 
are engaged, as I say, in making products for the export market in- 
cluding farm products and those who are engaged in distribution, 
transportation of imports, and the first stage in the processing of raw 
materials. That is all they cover. 

Mr. Sapiax. I will not pursue that any further, Mr. Weeks, but I 
was asking a couple of questions. I think I am approaching my 5 
minutes and I do not want to transgress on Mr. Boggs’ time. 

Mr. Boges. You may take 5 minutes more. 

Mr. Sapiak. In connection with airplanes, did any of the countries 
with whom we have agreements make any reduction in tariffs on air- 
planes under the Reciprocal Trade Agreements Act? 

Secretary Weeks. The answer is yes. 

Mr. SaptaKx. Would you give me something more than that? If 
you do not have it available I would be very happy to have it put in 
the record, but I am tremendously interested in that phase. 

Secretary Weeks. May we submit a list for the record ? 

(The Secretary of Commerce subsequently forwarded to the com- 


mittee the following table on a point raised by Representative 
Sadlak :) 
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Mr. Sapuak. I would be happy to have it. 

Along the 4% million subject, Mr, Secretary, you give about 100,000 
people who are affected on the other side of the ledger. You give 
41% million against about approximately 100,000 workers but in that 
figure you do not include the many industries who have come before 
this committee who say that they are threatened with injury or about 
to be threatened with injury. 

We mentioned the textile workers and you started this morning to 

say that it is not only imports that are putting them out of business. 
That is conceded. We did not say that the imports is the sole difficulty 
with which they are confronted. For instance, if you take the wood 
screw industry, the automobile workers with the large influx of auto- 
mobiles coming in here now, if you take them in and you take these 
people who are affected by this growing unemployment, some of it 
attributable to imports, I think you would cert rtainly get more than 
100,000 on the other side, and that that figure might come to maybe 
1 million or 2 million. 

You might even take in the farmers of this country who have pro- 
tection. There are 7 million farmers there. 

You gave examples this morning of the applications before the 
Tariff Commission on industry where there were very few recommen- 
dations, as you put it, by the Tariff Commission for relief. 

Whenever the farmers have difficulty, and I think the difficulty was 
31 out of 34 applications, because it might disrupt the support price, 
they get protection so that you do not include the farmers. 

I am trying to say that on the other side to counteract that 414 
million you might have 4% million or it might be in excess of that. 

Secretary Weeks. Mr. Sadlak, in the first place, the figures I used 
came from the testimony I made in February when I said that of all 
the cases recommended to the President for action by the Tariff Com- 
mission there were 114,000 workers involved at the peak and that it 
dropped to 86,000 and that of the difference of 28,000 that in the 
President’s favorable actions that he took care of 20,000 out of the 
28.000. 

Now, certainly this was specifically designed only to cover the 
escape-clause recommendations and in the automobile field, for ex- 
ample, the exports of automobiles last year were over $1 billion. The 
imports, I think, are around $250 million to $300 million. They have 
built up some especially on the small cars but I did not intend to have 
workers that might be affected by imports covered except where 
escape-clause rec ommendations had been arrived at and made. 

The automobile figure actually last year was imports of $300 million 
and exports of $1,300 million. This is one of the points that I have 
tried to make. 

Mr. Sapiak. That is automobiles. 

Secretary Werks. Yes. That is including parts and accessories, 
$1,300 million. The imports were $300 million. 

Mr. Saptax. Mr. Weeks, I understand that for the first time in 30 
years we are importing more automobiles than we are exporting. 

Secretary Weeks. I think that is not so. Imports of complete 
passenger cars exceeded exports in 1957, but if exports of trucks and 
parts for assembly abroad are considered we are exporting more than 
we are importing. 


; 
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Mr. Sapuiak. That was the information given to me, that for the 
first time in many years we were importing more than we were 
exporting in automobiles. 

Mr. Boces. You will have to take your regular time if you are going 
on foran hour. It has been 20 minutes. 

Mr. Sapiak. Mr. Boggs, I will just ask one question. 

Let me say to the gentleman that at the last meeting I do not think 
the difference would be 5 minutes. I am sorry I have gone over. I 
will ask one concluding question. 

Mr. Boces. If the gentleman wants to take his regular time like 
the rest of us, he may go on for 2 hours. 

Mr. Sapuak. I do not think the gentleman is fair because it was 
arranged in the committee that unanimous consent had been given. 

Mr. Boaes. Very well. 

Mr. Sapiak. Mr. Secretary, I would like to pursue the stainless 
steel situation but I would ask only this question in connection with 
that. The voluntary quota now imposed by the Japanese is 5,500,000 
dozen a year. Do you have any 8 as to how many people would 
be engaged in the manufacture of so many dozens of stainless steel 
flatware ? 

Secretary Werks. For the reasons I stated this morning I will turn 
the questions on stainless steel flatware to Mr. Kearns. 

Mr. Kearns. You have to review the entire stainless steel flatware 
case and, as you recall, from 1951 until now the domestic consumption 
of stainless steel flatware has increased from 11 million to 22 million 
dozens, just about doubled, maybe due to the importations in the 
lower prices. It is hard to say. The voluntary restriction that the 
Japanese placed of 5.5 million, was 35 percent below their shipments 
of 1957. It still leaves the domestic producing industry a consid- 
erably greater volume of business than they had before the imports 
started. 

Now, if you take the percentage of the total domestic consumption 
that is accounted for by imports, of course, it increases but if you 
take the total domestic production since 1951, you will find that it 
has not dropped and in fact it has increased slightly and with this 
limitation there is every reason to believe that it will increase more. 

Mr. SapiAK. I was interested in the production number of Ameri- 
can jobs that it might mean, Mr. Kearns. 

Mr. Kearns. Well, I presume the American jobs that have come 
from the increased use of flatware and the increased business that 
it has accounted for is important, too, and I think that you have to 
take the whole thing in total. 

Mr. Saptak. Thank you very much. 

Mr. Grecory. Mr. Secretary, Mr. Boggs will inquire. 

Mr. SapiAk. He may have the balance of my time. 

Mr. Boces. I think Mr. Simpson wants to put something into the 
record. I yield to the gentleman. 

Mr. Stmpson. If I would not be accused of badgering anyone, Mr. 
Boggs, I will. 

Mr. Boaes. It depends on what you say. 

Mr. Stmpson. I have not sought the recognition. 

Mr. Grecory. Without objection, Mr. Simpson’s material will be 
placed in the record. 

(The material referred to follows :) 
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JAPANESE PLywoop MAbs or Soviet Russtan Loas Is DEPRIVING AMERICAN 
Workers OF 8,000 Jons 


Extension of remarks of Hon. Russell V. Mack, of Washington, in the House of 
Representatives, Monday, March 24, 1958 


Mr. Mack of Washington. Mr. Speaker, Japan is now buying logs from Russia 
and shipping the plywood she makes from these Soviet logs into the United 
States. 

According to the Tokyo correspondent of the Lumbermen, an independent, 
large and influencial timber industry trade publication of Portland, Oreg., 
Japan’s purchase of Russian logs in 1958 will total 198 million board-feet. Since 
1,000 board-feet of logs make 1,500 board-feet of 3-ply standard plywood, this 
means that this quantity of Russian logs would produce 300 million board-feet 
of standard plywood, or if the Russian logs were used only as core stock, that 
the Russian material could be used in the manufacture of as much as about 1 
billion board-feet of Japanese plywood. 

The present heavy imports of Japanese plywood are depriving about 8,000 
Pacific Northwest and southern plywood plant workers and the loggers who 
supply them raw materials of employment. 

We of the plywood producing areas do not want to deprive the Japanese of a 
reasonable share of the plywood market of the United States. However, we feel 
that Japan’s plywood sales in the United States should be limited to about one- 
third Japan’s 1957 volume. If this were done, Japan still would have a far 
larger share of the American plywood market than she ever enjoyed prior to 
Pearl Harbor and the Korean war while our domestic plywood industry would 
experience greater prosperity and its workers less unemployment. 

I made a statement to the Ways and Means Committee today on the need of 
? quota limit on Japanese plywood imports. My statement to the committee 
ollows: 


“STATEMENT BY REPRESENTATIVE RUSSELL V. MACK, OF WASHINGTON, BEFORE THE 
Hovusge WAYS AND MEANS COMMITTEE, MONDAY, MARCH 24, 1958 


“Mr. Chairman and members of the committee, I thank you for this oppor- 
tunity to inform your committee of a very serious unemployment condition in 
the Pacific Northwest States of Oregon and Washington that has resulted from 
too heavy imports of Japanese plywood. 

“Japanese plywood imports which were only 13 million square feet in 1951 
and 21 million square feet in 1952 increased to more than 686 million square feet 
in 1957. 

“These 1957 imports of Japanese plywood had a wholesale value of about $60 
million and were the equivalent of the combined output of 12 large plywood 
mills that employ a total of about 5,000 American plywood workers. Because 
of these plywood imports about 5,000 American workers in plywood mills of the 
South and Pacific Northwest are out of jobs and in addition in the two areas 
about 3,000 loggers who supply these mills with raw material are unemployed. 
As the result of this heavy unemployment in plywood producing areas, which is 
largely the result of plywood imports from Japan, many small businesses and 
their employees are suffering employmentwise and incomewise. 

“I am inserting here a table showing how Japan’s plywood production has 
expanded during recent years, and how her shipments of plywood into the 
United States has increased by leaps and bounds year after year. This table 
follows: 

“Japan production and exports of plywood to United States 


[In million square feet] 




















. 
7 | Produc- Exports Produc- Exports 
Year tion to United Year tion to United 
States States 
1951. ... = 625 13 | Nail 1, 800 436 
1952__ a 789 BPW 6.2 sain tess 2, 250 541 
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There have been rumors and reports that Japan voluntarily has agreed to 
curtail her exports of plywood to the United States to 400 million feet a year. I 
ean find no official evidence of this. 

A dispatch from the United States Embassy in Tokyo to the American State 
Department (No 894.391) dated September 1957 said that Japan had agreed to 
curtail her plywood exports to the United States for the 6 months, October 1, 
1957, to April 1, 1958, to 310 million board-feet. This, on an annual basis, would 
be to 620 million board-feet. This, if adhered to, would be a reduction of only 
about 10 percent on the 686 million feet of plywood Japan shipped into the 
United States in the calendar year 1957. Such a small reduction would have 
no appreciable effect in increasing jobs in the American plywood industry. 

I have obtained figures showing Japan’s shipments of plywood in the last 
quarter of 1957. These show that in the last 3 months of 1957 United States 
imports of Japanese plywood totaled 167 million board-feet. 

Imports by months of plywood from Japan were: October, 58 million board- 
feet ; November, 44 million board-feet ; and December, 65 million board-feet. This 
is at about the same rate of plywood imports from Japan as for the entire year 
1957 and far above the 1956 import figures. 

The wage rate in the Japanese forest-product industry is only 11% cents an 
hour. Our American workers cannot and should not be expected to compete with 
such a low wage scale. 

It is interesting to note that Japan last year shipped goods of all kinds valued 
at $625 million into the United States. Plywood exports from Japan represented, 
therefore, about 10 percent of her total exports to the United States. Our ply- 
wood industry is one of the hardest hit of all industries by these Japanese im- 
ports. 

The Japanese plywood industry is still expanding and growing as the table of 
Japan’s plywood production indicates—increased from 625 million board-feet in 
1951 to 2,250,000,000 board-feet in 1956 and to 2,600,000,000 board-feet in 1957. 
I am told the rated annual capacity of her plywood mills is now about 3,600,000,- 
000 board-feet. In short, Japan’s plywood mills can produce a billion feet a year 
more plywood than they produced last year. 

Unless something is done by the Ways and Means Committee and Congress 
soon to place some limits on these Japanese plywood exports, our American 
plywood industry and its workers will suffer even more severely in the months 
and years ahead than it is suffering employmentwise and prosperitywise now. If 
Japanese plywood exports continue to increase, more of our American plywood 
mills will be forced out of business. 


JAPAN USES RUSSIAN LOGS 


Logs from the Soviet Union now are being used by Japan in the making of 
her plywood. This means that when Americans buy Japanese plywood they are 
indirectly, trading with Russia and thereby helping the Soviet economy. 

Where do I get the information that Japan is buying logs from Russia? I 
obtained it from a Japanese source, and from a Japanese authority 

The Lumberman, of Portland, Oreg., a large and influential trade paper of 
the Pacific coast lumber industry, recently published a news article written by 
its Tokyo, Japan, correspondent, Mr. Kenji Sakai. The news article by Tokyo 
correspondent Sakai, as published in the Lumberman, follows: 


“ ‘JAPANESE TO INCREASE Soviet TIMBER IMPORTS 
“*( By Kenji Sakai) 


“*ToKyo, JAPAN.—Late in 1957 a general trade agreement was at least realized 
between the Soviet Union and Japan. As result, Japanese importation of Soviet 
timber in 1958 will be more than 3 times as much as in 1957. 

“*In 1957 Japan imported nearly 60 million feet of Siberian coniferous wood. 
In 1958, Japan is enabled to import up to 500,000 cubic meters. This would be 
equivalent to about 198 million feet. MITI has arranged a permit for the use of 
foreign currency held by Japanese for the import. 

“*The outlet “windows” composed by importing firms have organized a new im- 
port association. On the other hand, the actual recipients of the Soviet timber 
are now composing a nationwide federation of North-Seas-Timber Import Asso- 
ciation and this federation composed of nationwide timber merchants and saw- 
mills. 

“*Annual Japanese import of North American timber has held a level of 70 mil- 
lion feet or so. There is a difference in species and monetary value by species, 
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but so far as quantity is concerned, the import from North American will be 
superseded in 1958 and onward by the import from the Soviet.’ 

“You will note that Correspondent Sakai, in this article, reports that whereas 
Japan imported 60 million board-feet of logs from Russia in 1957 that she expects 
to import from Russia 196 million of Russian logs in 1958. 

“One thousand board-feet of logs produces 1,500 board-feet of 3-ply plywood. 
If all of the Russian logs imported this year were used in making plywood panels, 
they would produce about 300 million board-feet of plywood. If, however, the 
Russian logs were used only to make core stock for plywod panels, the Russian 
logs could go into the making of almost 1 billion board-feet of Japanese-made 
plywood. 

“A Japan Forest Resource Utilization Rationalization Conference in a statis- 
tical report on Japanese timber imports from Russia gives the following figures: 


“Japanese import of Soviet timber 
Board measure 


elders tlialineeoterinedtiaminntnaheninniscimmrnenmprietemmienr meme eceoge 960, 000 
Sa iit eesti eeagpaeiemaeatnee te niemeteiaietriinisiicmntreantnnminnie 8, 160, 000 
ee Ai alain ip Distr iain barat taint ipa einnimmmnain aaenyeie te mien camentein 26, 000, 000 


“Tokyo newspaper correspondent Kenji Sakai in his article in the Lumberman 
says that Japan’s 1957 imports of timber from Russia were about 60 million 
square feet or more than double the quantity imported in 1956 and that 1958 im- 
ports from Russia are estimated to be 198 million square feet or 6 times the 
quantity of Russian timber Japan imported from Russia in 1956. 


“QUOTA LIMITS URGED 


“My constituents in the plywood industry, its operators and its workers, are not 
asking that our doors be closed tightly against all Japanese plywood imports. 
We are asking, however, that quota limits on the amount of plywood Japan is 
permitted to ship into the United States be imposed. 

“We believe that if Japan were permitted to ship into the United States 250 
million square feet of plywood a year instead of the almost 800 million square 
feet she now is shipping annually into our country that Japan still would have a 
large market in the United States—a far larger market for Japanese plywood 
than she ever enjoyed prior to Pearl Harbor and World War II. However, by 
limiting her to 300 million feet valued at $20 million a year about 3,700 jobs in 
American mills could be saved for American plywood workers and 2,500 other 
jobs created for loggers who are now idle.” 





{From The Oregonian, Portland, Oreg., March 12, 1958] 


JAPANESE Samp SENDING Sovier Woop To UNITED STATES, IDLING 
WESTERN PLyYWwoop WORKERS 


SPoKANE.—Wood from the Soviet Union is being imported into the United 
States by the Japanese, the AFL-CIO Western Council of Lumber and Sawmill 
Workers convention was informed here Tuesday. 

Earl Hartley, executive secretary of the council, said the union has discovered 
that the Japanese are buying Soviet logs at $28 a thousand board-feet and are 
using the lumber as cores in mahogany plywood panels and doors being imported 
into the United States. 

Hartley said the Japanese imports have idled some 4,000 plywood workers 
in the West. 

“Efforts to get congressional action to halt the annual import of 7 million board- 
feet of Japanese plywood products have failed,” Hartley said. 

“Our congressional brothers have done nothing about it, and my guess is that 
nothing will be done,” he told the delegates meeting in the Davenport Hotel. 

Hartley said the council has lost 15,000 members since last year. He said that 
since the union still has the same number of locals the loss must be attributed to 
unemployment in the lumber industry. 

The convention, which is scheduled to spend the entire day, Wednesday, seeking 
approval of a 31-cent package wage proposal, heard Tom Richardson, president 
of the Washington State Building Trades Council, outline a plan to help unem- 
ployment in the lumber industry. 
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SLUM CLEARANCE BACKED 


Richardson said the latest Department of Labor figures show 1 out of 11 wage 
earners are out of work in United States and that the Pacific Northwest is most 
distressed area. 

He suggested broadening unemployment insurance to take in an additional 
12 million persons not now covered; an increase of payments to two-thirds of the 
weekly take-home wage; and a 39-week protection period for all States. 

The program offered supported Federal slum clearance; a boost in housing con- 
struction ; extension of the Hill-Burton Act for hospital construction ; and a mini- 
mum wage law of $1.25 an hour. 

Richardson also called for investigation of mortgage discount practices. He 
said in some cases the discount paid by the home buyer for the privilege of bor- 
rowing money would amount to the entire labor costs of the house by the time the 
loan is paid off. 

Richardson also urged “putting some new faces in Washington” as a solution 
to unemployment and “tight money.” 

Paul Rudd, Tacoma, president of the Washington State Council of Carpenters, 
urged carpenters to organize the plastics industry, which he said would soon be 
making houses just as easily as it is now building plastic boats. 

He also reported on unemployment, stating that only 25 members of the 250- 
member carpenters local at Port Angeles, Wash., were currently employed. 

In the Tuesday afternoon session a 7-point legislative program aimed at re- 
viving housing construction was unanimously approved. The resolution, which 
was reported Monday, was similar to the suggestions made by Richardson. 

J.D. McDonald, president of the Oregon State Labor Council, told the delegates 
that the “labor movement is sound—there is more democracy in it than there is in 
the Government.” 

James T. Marr, executive secretary of the Oregon council, and president of the 
National Hells Canyon Association, appealed for union financial support to carry 
on the high dam fight. 

Marr predicted that “this Congress will pass legislation to permit the building 
of a high Hells Canyon Dam.” 


{From Oregon Daily Journal, Portland, Oreg., March 11, 1958] 
Piywoop From JAPAN Harp ON NW WORKERS 
RUSSIAN WOOD USED, LSWU GROUP TOLD 


Spokane, March 11.—Earl Hartley, executive secretary of the AFL-CIO Lum- 
ber and Sawmill Workers Western Council, charged today that Japanese plywood 
made of lumber from Soviet Russia is flooding the American market and adding 
to unemployment in this country. 

Speaking at the 21st annual convention of the council, Hartley sharply criti- 
ecized Congress for “doing nothing” to curtail importation of the Japanese 
product. 

He said Japanese manufacturers use Philippine mahogany on the surface of 
plywood doors sent to the United States. “But the core of the doors is made 
of lumber from Soviet Russia,” he said. 

He said plywood from Japan is coming into this country at the rate of 700 
million feet a year. 

“That means that 4,000 plywood workers here are out of work because it 
would take that many of them to produce that much plywood,” he said. 

The lumber and sawmill workers have tried to get Congress to do something 
about it, “but all we get from Congress is a little talk and no action,” he added. 

Hartley and other speakers set the stage for the convention’s consideration 
Wednesday of the 1958 bargaining program being proposed by the union’s execu- 
tive board. 

Mike Salo of Bend, secretary of the central Oregon district council of the 
union, said, “Our people have gone too long without a wage increase. We all 
know we need an increase.” 

The proposed program drafted by the union’s leaders calls for a 31-cent hourly 
pay boost this year, including 15 cents in wages, 10 cents for health and welfare 
and 6 cents for paid holidays. 
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Earlier today, delegates heard a proposal that lumber industry States jack up 
their economy by using more wood products in public buildings. 

Mr. Grecory. The gentleman from New York. 

Mr. Kroeu. All I have to say, Mr. Secretary, is that it has been 
my practice during these hearings to do far more listening than talking 
but I am pleasurably impelled to say to you that I think you have 
squarely faced up to and discharged your responsibilities as Secre- 
tary of Commerce for the entire United States and I therefore com- 
mend you for your obviously courageous, forthright, and objective 
ai) eer Ip today. 

Secretary Werks. Thank you very much, Mr. Keogh. 

Mr. Boges. As you know, Mr. C hairman, we start off here without 
any badgering at all. I wonder if you w ould mind putting that chart 
back up that was there a minute ago? I mean the one that shows 
the overall import-export trade. 

Mr. Secretary, I would like to talk about some of these industries 
that are allegedly going down the drain 1 by 1. 

You have the figures, I believe, on the chemical industry. 

Secretary Werks. Yes, sir. We do. 

Mr. Boces. I wonder if either you or Mr. Kearns would mind 
giving us the exports and imports by the American chemical in- 
dustry ? 

Secretary Werks. I have a chart here that shows the progress since 
1953 of the exports and imports. 

Be it borne in mind that in the fall of 1953 dire prophecies were 
voiced as to what would happen. 

Mr. Boeges. In the fall of 1953 the same industry which is here 
now asking for restrictions made a similar request, did they not? 

Mr. Kearns. Yes, sir, and this is what has happened. The red 
indicates the constant increase in exports of chemical products and 
the imports have held right on a line. 

Mr. Boaas. I wonder if you would translate that for the record in 
terms of dollars. 

Mr. Kearns. In 1953, chemical imports were $450 million, and in 
1957 they were $449 million, just about the same. In 1953, the ex- 
ports were $892 million, and ‘de exports were $1,500 million in 1957. 

Mr. Bocas. So that, if I read the chart correctly, the exports went 
up in 1954, 1955, and 1956, the intervening years, as well ? 

Mr. Kearns. Yes, sir. 

Mr. Boces. And the imports remained about constant with a little 
decrease in 1954 ? 

Mr. Kearns. Yes, and just a hair under in 1957 what they were 
in 1953. 

Mr. Boaes. You have been a businessman, have you not ? 

Mr. Kearns. Yes, sir. 

Mr. Boces. From your knowledge of business, would you venture 
to say that this industry is going down the drain ? 

Mr. Kearns. I do not see how you could say it. 

Mr. Boaccs. Would it be exaggerating to say that it is a rather 
prosperous industry ? 

Mr. Karns. I think so, yes, sir, and, if I may show you another 
chart, all the segments of the industry. 

(The above- mentioned chart follows: ) 
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Mr. Boces. Is any segment of the chemical industry in the red? 

I notice that even in days of rather depressed market that the chemi- 
cals seem to be rather strong on the New York Stock Exchange, 
as do some of the others that are complaining, incidentally. 

Mr. Kearns. This is dividing the total imports-exports into seven 
groups and in ‘the top row on the left you will notice that in indus- 
trial chemicals the exports have gone up. The imports have held 
pretty well. 

In crude drugs and botanicals we import most everything there any- 
way. 

In the fertilizers where we had an excess of imports in 1953, the ex- 
ports now exceed the imports. 

Down in the bottom line in soap and toilet preparations they have 
held about steady. 

Coal tar chemicals, both the imports and exports, have gone up, the 
export exceeding the imports. 

In medicinal pharmaceutical preparations it is all export business 
practically speaking and the same is true in plastic and synthetic 
resin material. 

Mr. Boaes. Moving on to several other industries which have been 
mentioned, the electrical industry is one. As a matter of fact, there 
has been a request made before this committee that we write in a 
specific national defense provision covering certain electrical equip- 
ment. Do you have some figures on the tot: ul amount of the American 
market captured by importers in the field of heavy electrical equip- 
ment? 

Secretary Weeks. I do not think we have them with us, Mr. Boggs. 
I am sure we can get them for the record. 

Mr. Boces. I wonder do you have them, Mr. Kearns? 

Secretary Weeks. We have here machinery, the electrical machin- 
ery. I donot think this particular card will help. 

Mr. Bocas. We have had testimony before this committee that it 
is less than 2 percent. 

Secretary Ricans: That the imports are less than 2 percent? 

Mr. Bocas. Correct, and that the exports are considerably more 
than that. Aemaraing that those figures are correct and translated 
into dollars that is, one billion dollars as compared to several million 
dollars, would you consider that a serious threat to national security ? 

Secretary Weeks. Two percent each way ? 

Mr. Boces. Yes. 

Secretary Weeks. I would not think so, sir. 

Mr. Boges. I might tell you that ODM agrees with you. 

Secretary Werks. Of course, ODM takes in heavy electrical gen- 
erating equipment and one thing and another. 

Mr. Bocas. This case has been before ODM and they agree with 
the conclusion that you just stated that this was no threat. Now they 
want us to overrule ODM by specific legislative enactment. 

Now, is there an export market for coal today ? 

Secretary Werks. Yes, sir. 

Mr. Boces, What is it? 

Secretary Werks. Can you try something else for a minute and we 
will see if we can dig up coal. “We will have coal in a minute, I am 
told. 
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Mr. Boces. We will move over to plywood. I might say in passing 
that each time one of these industries is mentioned someone always 
says, “Well, there is one of these plants and one of these outfits in 

our State.” I might say that many of these industries are located 
in my State. 

Are you familiar with the fact that sometime ago there was a list 
of about 50 plants submitted, either in a public relations release or 
before one of these Government agencies, which allegedly had gone 
out of business as a result of the importation of plywood ? 

Are you familiar with that list? 

Secretary Werks. Within recent years? 

Mr. Boaes. Yes, about a year or so ago. 

Secretary Weeks. No, I am not familiar with it myself. 

Mr. Boaes. I see your assistant shaking his head. 

Are you familiar with it, Mr. Kearns? 

Mr. Kearns. Yes, sir. 

Mr. Bocas. Are you familiar with the analysis which was made of 
those plants ? 

Mr. Kearns. I am familiar with an analysis. I have not had the 
chance to verify it myself. 

Mr. Bocas. Well, you have seen an analysis? 

Mr. Kearns. That is correct. 

Mr. Boces. Does that analysis show that all of these plants went 
out of business because of imports or were there some other contribu- 
tory factors or were the other factors predominant ? 

Mr. Kearns. The analysis which I saw which I have not, as I say, 
had a chance to verify, would lend some doubt as to whether some 
of those plants had actually existed, some of them had gone out of 
business, or some had been combined with other plants. As I recall, 


' when it was boiled down, the list was not too conclusive. 


Secretary Weeks. I used to be a director of a plywood company. I 
know plants are closed for other than import reasons. At times they 
may run out of available raw material supply, and so on, so that there 
are other reasons, I am sure. 

I may say, Mr. Boggs, that I have the figures here on the coal. The 
coal exports last year were $829 million and 81 million short-tons. 
That was a slightly greater amount than in 1956. 

In electrical machinery in 1956, the latest figure they appear to 
have, exports were $747 million and imports were $74 million. 

Mr. Boaas. I did not quite hear that. Exports were how much? 

Secretary Weeks. Exports of electrical machinery and apparatus in 
1956 were $747 million and imports were $74 million, about 10 times in 
the export trade what we imported. 

Mr. Boacs. That is much greater than the figure I had, incidentally. 

Secretary Whrexs. Those are 1956. I have last year’s figures. 
There were $804 million in exports and $70 million in imports. 

Mr. Boces. Or a total of sbess half a billion dollars in excess of 
exports over imports last year and more than that the year before? 

Secretary Werks. $700 million excess last year. 

Mr. Bocas. Now, as to textiles, I noticed where my good friend from 
Illinois, Mr. Mason, was voting all the Southeast Congressmen this 
morning. I am not certain that he has taken over the functions of 
the Democratic whip. 
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Mr. Mason. No, he was just prophesying. 

Mr. Boces. I think that the gentleman is a good prophet some- 
times. I wonder if you would mind breaking down this textile busi- 
ness a little bit? First, what is the total amount of exports by the 
American textile industry ? 

Secretary Weeks. In 1957, there were $669 million of finished tex- 
tile exports and the imports were $635 million. The total imports 
were approximately 3 percent of domestic consumption. 

Mr. Boaes. But even so they were still less than exports by a small 
amount, were they not? 

Secretary Werks. Yes, sir; there were less imports than exports. 

Mr. Bocas. Right; and the total amount involved was 3 percent? 

Secretary Weeks. Yes, sir. 

Mr. Bocas. What is the total production of textiles in the United 
States dollarwise ? 

Secretary Werks. I think last year the production of cotton cloth 
was around nine and a half billion yards but I shall have to check the 
figure for accuracy. I think that is fairly close to it. That is just 
cotton textiles, broad woven cotton textiles. Including also our out- 
put of wool and synthetic cloth, the total was nearly 1214 billion 
square yards in 1957. 

Mr. Boces. Eliminating certain specific items such as velveteens 
and ginghams and print goods, has there been any substantial compe- 
tition in any other lines? 

Secretary Weeks. Well, you mean the cotton end of it? 

Mr. Boggs. Right. 

Secretary Weeks. Those were the principal areas where we had 
difficulty, in the velveteen and ginghams, in some of the knit goods 
and some of the blouses and shirts made up. That about covered it. 

Mr. Boces. Have you had an opportunity to make a study of the 
so-called Dorn bill? 

Secretary Weeks. Not in any detail, Mr. Boggs. I am sure some 
of my associates here have looked at it much closer than I have. 

Mr. Boces. Have any of your associates looked at it? Have you 
studied it, Mr. Kearns? 

Mr. Kearns. Not in detail and I have not had it analyzed to the 
point where I would feel free to testify at this time on it. 

Mr. Boces. Well, would it abolish the Tariff Commission ? 

Mr. Kearns. It, in effect, expands the Tariff Commission’s assign- 
ment. 

Mr. Boaes. But it abolishes the present concept of the Tariff Com- 
mission, does it not ? 

Mr. Kearns. Well, I would not feel free to answer on that until 
I have more information. 

Mr. Boces. Let me state my question in another way. 

Of course, the proposal that we put all authority in the Tariff Com- 
mission with a veto by Congress is fundamentally a lack of confidence 
in the Chief Executive of the United States, is that not so? 

Secretary Weeks. It seems to me so as far as this area is concerned. 
I do not see how you could interpret it any differently. 

Mr. Bocas. Just as all of these things are double-edged swords, 
would it be a fair assumption to say that, if this power were removed 


: cece 



















RENEWAL OF TRADE AGREEMENTS ACT 2791 


from the President, that it might also work to the disadvantage of 
the American producer as well as offer an alleged advantage? 

Do you understand what I mean ? 

Secretary Werks. Well, I think so because, as I try to continually 
point out, I think we owe an obligation to protect the exporter equal 
to the obligation we have to see that the domestic producer has no de- 
structive competition. 

I think this business of thinking about protecting this tremendous 
export business is worth thinking about. 

{r. Boaes. I will return to this in a minute. 

Getting back to the industries which have been or allegedly have 
been injured, I wonder if you would mind reading into the record 
a list which I think Mr. Kearns has of the applications which have 
been filed for escape-clause remedy? I would liles for the names of 
the industries that have been involved to be made part of the record 
and I wish either you or Mr. Kearns would read out the list. 

Mr. Kearns. Would you like the full list read? 

Mr. Bogas. Yes. 

Mr. Kearns. All right. The first one was Marrons, one case. 

Mr. Bocas. What was that? 

Mr. Kearns. Marrons, M-a-r-r-o-n-s. 

Mr. Boces. What is that ? 

Mr. Kearns. That is a European type of large chestnut. I had to 
look it up in the dictionary. I did not get the pronunciation but at 
least I got the definition. 

The next was berets. There were two cases on berets. 

Mr. Boces. You mean these things that you put on your head ? 

Mr. Kearns. Yes. Stenciled silk. 

Mr. Boaes. Do not read so fast. Stenciled what? 

Mr. Kearns. Stenciled silk. 

Mr. Bocas. What is that? 

Mr. Kearns. Well, it is silk printed with the stencil of a figure on 
it. 

Mr. Boces. What is that? 

Mr. Kearns. Pictures of flowers or something such as that. 

Mr. Bocas. Do we produce silk ? 

Mr. Kearns. No; we do not. We process it. I presume that it was 
the processors which instituted this escape-clause action. There were 
3 cases on lead and zinc, 1 on Bleu cheese. That is a Roquefort 
cheese. There are two on garlic. 

Mr. Boaes. Two on garlic? 

Mr. Kearns. That is right. There is one on pipes. That is on the 
types you smoke. There was 1 on pregnant mare’s urine; 1 on cords 
and twine, 1 on watch bracelets. 

Mr. Boaes. One on what? 

Mr. Kearns. Watch bracelets. One on scissors; two on fluorspar, 
one on wool gloves, one on hardwood plywood, one on toweling. 

Mr. Boacs. Hardwood plywood. I think there was a unanimous 
decision there, was there not ? 

Mr. Kearns. Yes; no injury in 1955. 

Mr. Boaes. Read on. 

Mr. Krarns. There was 1 on leather handbags; 1 on pillowcases; 
1 on jute fabrics; 1 on umbrella frames; 1 on carpets; 1 on whiskies; 
1 on crude petroleum; 1 on narcissus bulbs. 
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Mr. Bocas. Narcissus bulbs? 

Mr. Kearns. That is right. There were two on silk scarves. This 
is different than the printed stenciled silk. This is on scarves alone, 
There was 1 on beef and veal, 2 on watches. 

Mr. Bocas. They have had a recent determination on that, did they 
not ? 

Mr. Kearns. The last was the ODM. 

Mr. Boaes. It was unfavorable, was it ? 

Mr. Kearns. That is right. There were four cases on wood screws, 

Mr. Boces. How many cases? 

Mr. Kearns. Four. 

Mr. Boces. It has been unfavorable all the time. 

Mr. Kearns. I do not think any of them has been approved by the 
Tariff Commission, have they? We will check that. There are 3 on 
bicycles, 1 on china tableware, 1 on chalk and whitening, 1 on cotton 
carding machinery, 1 on hand-blown glassware, 2 on straight pins, 2 
on alsike clover seed, 1 on glue, 1 on red fescue seeds, 1 on para- 
aminosalicylic acids, 1 on velveteen, 1 on gingham, 1 on Toyo caps. 

Mr. Boces. What is that ? 

Mr. Kearns. It is some sort of cap, I suppose. 

Mr. Krocu. Those are the caps made of paper that were not manu- 
factured at the time the 1930 act went into effect. 

Mr. Kearns. There was one on clinical thermometers; four on 
spring clothespins. 

Mr. Boces. W hy do they call them spring clothespins? 

Mr. Kearns. They have a spring in them. There are the plastic 
type and the others with a spring in them. There was 1 on hops; 1 
on sponges; 4 on fur felt hats; 1 on aluminum; 1 on motorcycles; 4 
on fish fillets; 1 on candied cherries; 1 on dried es} 1 on woodwind 
instruments; 1 on rosaries; 1 on mustard seeds; 2 on safety pins; 1 on 
ground chicory; 1 on coconuts; 1 on lighter flints: 1 on rabbit furs; 1 
on cotton blouses; 1 on violins; 1 on stainless steel flatware; and 1 on 
wire mesh cloth. 

Mr. Boges. That is over a period of how many years? 

Mr. Kearns. Since the escape clause procedure went into effect, 
since 1951. 

Mr. Boaccs. What is the total number of employees involved, the 
maximum and the minimum? 

Secretary Weeks. In the cases that reached the President, as I 
pointed out in my February statement, there were 114,000 at the peak 
and 86,000 at the minimum where it dropped down because of compe- 
tition presumably. 

Now, there have been 1 or 2 since. 

Then on the cases that did not reach the President we can easily get 
the figures but we do not have them here. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on a point raised by Represen- 
tative Boggs:) 

It is not possible with existing resources to arrive at the total number of em- 
ployees involved in producing commodities for which escape-clause actions have 
been filed. Between April 1948 and the end of January 1958 the Tariff Commis- 
sion accepted 86 escape-clause applications involving some 70 different commodi- 
ties (several commodities were the subject of more than 1 application). Wecan 
trace the employment element only in those cases (29) in which the Commission 
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has made full reports to the President. The remaining 57 cases include 3 in 
which the Commission has not yet reached a decision and 54 cases where the 
application was dismissed, or where the Commission decided against escape- 
clause action, and did not send a report to the President. 

I understand that the Department of Labor’s Bureau of Labor Statistics re- 
quested funds last year to study the employment affects of our foreign trade. 
As one aspect of this study they had planned to derive figures indicating the 
employment impact in import-sensitive industries. The 57 cases which have 
been dismissed or where escape-clause action has been denied would have been 
prime candidates for investigation as import-sensitive industries. Although the 
Appropriations Committee of the House of Representatives recommended favor- 
able action on the Department of Labor’s request, funds were not approved by 
the House of Representatives or the Senate and this study was not undertaken. 

It is hoped that some way will be found for the Department of Labor to 
undertake a similar project in fiscal year 1960; if that Department does this, I 
am certain that these 57 cases will be completely and carefully analyzed. 


Mr. Kearns. I can give you the final results on the wood screw case. 
In two cases, 1951 and 1953, it was turned down by the Commission. 
In 1954 there was a 3 to 3 tie vote. The President did not accept the 
findings of the Commission. The last one, in 1956, was withdrawn by 
the industry. 

Mr. Boces. Now, Mr. Secretary, as you pointed out and so ably, I 
thought, in your statement, this is a moderate bill, this is not a bill 
that could be classified as protectionist or as free trade. 

In the figures, for instance, that Mr. Sadlak was referring to a 
moment ago, he suggested in some of the statements he made that this 
involved a total free trade concept. This bill does not contemplate 
* such thing, does it ? 

Secretary Weeks. No, sir. 

Mr. Boses. If this legislation had created all of this alleged injury, 
is it not logical to assume that a great many more industries would 
have been in with escape clause applications? 

Secretary Weexs. Well, it seems to me so and I would add that 
when I started studying these figures in 1957 in the spring when we 
were discussing OTC, I was frankly amazed in some respects as to 
how this trade has developed in the way that I think is beneficial to 
the country asa whole. 

Mr. Boaes. That leads me to a rather personal question and, if you 
do not care to answer it, please say so. 

I gather from reading your statement that at one time you were 
inclined to be more protectionist than you are now. Would that be a 
fair assumption ? 

Secretary Weeks. Well, I can only say this—that at that time I was 
not in a position to see the situation in the country as a whole. Neither 
was I in a position where, if I am to hold a position, I have to think 
about export trade as well as about mae trade. 

I will say that I have not changed my notions as to the need for 
some measure of protection and I do not think the bill means that 
there is to be none and I do not think that the President means that: 
but we have to move gradually as I have pointed out and try to work 
both sides of the street a little. 

Mr. Boaes. The position that you take is a moderate position, and 
is it not a fact that most business spokesmen agree with you? The 
United States Chamber of Commerce could not be described as a 
radical organization, could it ? 

Secretary Weeks. No, sir. I donot think so. 
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Mr. Boaas. And it is a fact that the United States Chamber of 
Commerce has endorsed this program and the extension of it, has it 
not ? 

Secretary Weeks. Yes, sir. 

Mr. Boees. As a matter of fact, the United States Chamber of 
Commerce does not think you go far enough. They object to your 
amendment going back to 1934 rates, do they not ? 

Secretary Weeks. I believe so. 

Mr. Bocas. I know that they do, sir. 

Now, there has been some comment here that this is a weak reed 
with which to confront the Russian offensive. 

Mr. Reep. Would you try to change that word ? 

Mr. Boces. I am sorry, Mr. Reed. The impression I gathered was 
that this weapon could not be a very effective one. Would it not be 
logical to say that it certainly is better than no weapon at all? 

‘Secretary Werks. Yes, sir; definitely. 

Mr. Bocas. Would it not be logical to say that this contemplates 
the extension of the free-enterprise system in the free world? Is that 
right ? 

‘Secretary Weeks. Yes, sir. 

Mr. Boaes. Russian trade i is state trade; is it not? 

Secretary WrEKsS. Yes, sir. 

Mr. Boeges. It is communism in action; is it not ? 

Secretary Weeks. Yes, sir. 

Mr. Bocas. American trade operating through American business- 
men making private enterprise contracts is free enterprise operating, 
is it not ? 

Secretary Werks. I believe so. 

Mr. Bocas. And any degree of Government control is at least Gov- 
ernment control. I will not call it socialism, but it is something that 
is not free enterprise in the traditional sense; is that not so? 

Secretary Weeks. Well, I agree. I am not for Government control 
when it can be avoided. 

Mr. Bocas. Take the matter, for instance, of mandatory quotas. 
That is something that is being proposed here very seriously. Does 
not the imposition of mandatory quotas mean the establishment of 
certain, shall I say, preferred customers? Does it not mean that you 
must freeze a certain arrangement, that before somebody can get into 
business that you have to gr rant a permit either by the Commerce De- 
partment or some other department in the Government? Does this 
not mean Government control of business ? 

Secretary Weeks. Well, it does, Mr. Boggs, and further and more 
importantly in my mind, we have since the bad days in the recon- 
struction period right after the war continually fought to have quotas 
eliminated in their application to exports from this country and have 
made substantial progress. 

As I pointed out, 60 percent of our products go into Western Eu- 
rope unhampered by quotas, and I do not think you can have it all 
one way in this quota business. 

Mr. Boggs. Is it not logical to assume that the imposition of quotas 
here rather than eliminating quotas abroad will increase quotas 
abroad ? 

Secretary Weexs. I would think so. 
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Mr. Boges. In connection with this question of reciprocity which 1s 
one that we have heard a great deal about, is it not a fact, particularly 
in agricultural commodities, that country by country has removed 
restrictions on American agricultural commodities? Do you not have 
some studies which show that? 

Secretary Werks. Mr. Boggs, I believe so, but in the agricultural 
field I have no particular competence. 

Mr. Boaes. This was all part of the picture, and I think Mr. Kearns 
has some breakdowns on that and I would like to have them made part 
of the record at this point. 

Mr. Kearns. Here are some statements that I received from the 
Agriculture Department upon the export of American goods that ap- 
pears to be due to the liberalization through consultations on agri- 
cultural trade: 

To Austria, we are now able to sell them cotton, rice, soybean oil, 
oranges, and lemons. 

To Belgium, we are able to sell them cotton, tobacco, coarse grains, 
preserved fruits, oranges, and rice. 

To Denmark, cotton, tobacco, rice, oilseeds, and feedstuffs. 

To West Germany, cotton, tobacco, fruit, oilseed, and oils and fats. 

To Greece, cotton, dairy products, meats, oilseed, and oils and fats. 

Italy, cotton, inedible tallow, oileake and meals, and so forth. 

Mr. Boggs. So that, that is direct evidence of reciprocity, is it not? 

Mr. Kearns. It would appear to be so. 

Mr. Bocas. Have you any breakdowns which show that where the 
dollar reserves increase in a given country that almost immediately 
the purchase of American oods increases ? 

Secretary WEEKS. Would you mind restating that question ? 

Mr. Boas. The question is, if X country increases its dollar posi- 
tion, does it not almost invariably increase its buying from the United 
States ? 

Secretary Weeks. I think it most definitely does. 

Mr. Boaes. I think you have some studies that show that. 

Mr. Kearns. These are just some indications of the effect of the 
dollar-exchange picture without being specific but in general. 

Mr. Bocas. Well, the chart, of course, which has been referred to 
here, shows it as vividly as anything. This is over a 40-year period, 
is it not? 

Mr. Kearns. That is right. 

Secretary Weeks. 1919. 

Mr. Boces. So that, if there is any generalization that one can make 
in this field, it is that these dollars invariably flow back into the United 
States by way of foreign purchases from American industry and 
agriculture ? 

Secretary Werks. Yes, sir; that is correct. 

Mr. Bocas. To the degree that we restrict these dollars the reverse 
follows, too, does it not? 

Secretary Weeks. I think so. 

Mr. Boges. So that, if we impose quota restrictions, the hope that 
we are going to create more reciprocity abroad is a rather futile one, 
is it not? 

Secretary Weeks. Well, I think we should not go the quota route. 
I think that is what we have been striving diligently to keep away 
from. 
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Mr. Boaes. The thought that we can impose all these restrictions 
and still maintain our $20 billion in foreign trade exportwise is just 
fallacious, is it not? It has to be two ways, does it not ¢ 

Secretary Werks. I think so, sir. 

May I interpolate here with 2 or 3 figures on the way our trade has 
built up in Western Europe from 1953 to 1957. 

West Germany: We exported $355 million in 1953, and it jumped 
to $953 million for 1957. 

France jumped from $338 million to $582 million for 1957; and in 
Italy from $286 million to $657 million for 1957. 

This is the way we have stepped up our trade with those countries. 

Mr. Boces. You are talking about trade with Western Europe, are 
you not? 

Secretary Weeks. Yes, sir. 

Mr. Bocas. These are the areas about which we have heard most 
about their being a lack of reciprocity, so that there must be enough 
reciprocity to be : affording American export penetration in any event; 
is that not sof 

Secretary Weeks. I think so; yes, sir. These are the countries 
about, which we are concerned respecting the Common Market. 

Mr. Boaes. Right; and the reason for the request of a 5-year exten- 
sion fits right into the Common Market arrangement now being 
started in Europe; is that not so? 

Secretary Weeks. Yes, sir. 

Mr. Boaes. So that if we are to maintain our position, the President 
must be capable of negotiating with the Common Market ? 

Secretary WEEKS. "Yes, sir: and we sell 3 billion dollars’ worth of 
goods to these 6 countries comprising the Common Market, and that 
is one-sixth of our whole foreign trade. That indicates the impor- 
tance of the area. 

Mr. Boaes. There was some conversation here this morning about 
coniferous wood. I presume that that is a soft wood. 

Is it not a fact that the Japanese-imported plywoods are made from 
hardwoods and are hardwood-plywoods ? 

Secretary Weeks. Well, a good deal of it is hardwood-plywood. It 
is pointed out that it is hardwood-plywood with a coniferous core. 
May I at this point refer back to the comments made about logs from 
Russia ? 

Mr. Boces. Yes; that is what I want you todo. 

Secretary Wr EKS. I think it has to be borne in mind that. , except for 
the exclusion of certain furs and crabmeat we have no restrictions on 
purchases of goods of any character from Russia. We do have re- 
strictions on what we sell them. 

Of course, we have no trade with Communist China whatsoever, 
but, as far as logs are concerned, we might buy logs from Russia if 
we saw fit. The only difference between our trade with the bloc coun- 
tries and with the free world is that we do not apply to the bloc 
countries the most-favored-nation treatment, that is, we do not give 
them the reductions in rates that we may give in reciprocal trade 
agreements, but I do not know how you say to the Japanese that they 
shall not buy Russian logs when we can do the same thing ourselves. 

Mr. Boces. Mr. Secretary, i in your responsibility for the foreign 
and domestic commerce of the United States, what effect do you think 
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it would have on our trade abroad from the point of view of the 
psychology of the businessman abroad and the American abroad as 
well as from the point of view of the countries with which we do 
business if we, No. 1, fail to extend this act, or, No. 2, extend it in 
such a fashion that we just wreck it? Would you mind commenting 
on that / 

Secretary Weeks. Well, I think the effect on our foreign relations 
would be little short of disastrous. I do not see how you could figure 
it any other way if we give notice to the world that we are taking our 
team off the field and do not want to do business any more in that 
manner. 

Mr. Boaes. You have been very helpful, Mr. Secretary. Thank you 
very much. 

Mr. Gregory. Are there any other questions on this side? Mr. 
Ikard will inquire, Mr. Secretary. 

Mr. Ixarp. Mr. Secretary, this morning you indicated in response 
to questions by Mr. Mason and Mr. Simpson that your committee was 
currently studying the oil import question and that in all probability 
you would take some further action to limit oil imports. 

I wonder if you could say whether or not that would be a continua- 
tion of the present voluntary program or whether it would be some 
mandatory plan. 

Secretary Weeks. Well, the reason I hesitate is that this decision 
has been made and will be released this afternoon. I wound it up at 
noontime. 

Mr. Ixarp. Maybe it would help us if you will just tell us what 
time it will be released, Mr. Secretary. 

Secretary Weeks. Well, this is a Presidential decision and a Presi- 
dential release from the White House. 

Mr. IKarp. I understand. 

Secretary Werks. I am loath to talk before the White House talks. 

Mr. Ixarp. I can understand that, Mr. Secretary, and I will not 
press the point with you. I understand your position exactly. 

Mr. Stimpson. Will the gentleman yield ? 

Mr. Ikarp. Yes. 

Mr. Srupson. I was going to suggest that it might be withheld 
until the committee adjourns. 

Mr. Ixarp. Mr. Secretary, I have one more question. I would like 
to pursue this line of questioning. Assuming that it is a continuation 
of the voluntary program without going into the details of it. 

Secretary Weeks. I wonder if you ccould hold your questions and 
come a little later on this. I have one of my associates out on the 
phone and maybe I can answer your earlier question. 

Mr. Ixarp. I will be very happy to, Mr. Secretary. I will be glad 
to withhold any questions I have until you can make that contact. 

Secretary Weeks. On that subject only. 

Mr. Ixarp. Yes, I understand. 

That is all I had on my mind. 

Mr. Gregory. Mr. Secretary, Mr. Byrnes will now inquire. 

Mr. Byrnes. Mr. Secretary, I was very impressed with your state- 
ment, but I am concerned with the apparent attitude that the Presi- 
dent’s procedures under the escape clause are perfectly adequate and 
satisfactory to meet any demands that may be made, as far as giving 
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adequate protection to the industries that are actually facing serious 
injury. Frankly, I am not very impressed with the justification which 
you used, namely, that there were 87 cases and 29 received favorable 
verdicts from that j jury and that in all about 11 cases were followed 
out by the President. It seemed to me as an attorney that, if I were 
looking at a judicial procedure whereby out of 87 cases filed I had 
chances of only 29 receiving favorable verdicts, with odds of about 
2 to lagainst me of getting a decent verdict from the jury, and after I 
got favorable verdict from the jury—as was done in these 29 cases—in 
11 cases the court refused to enter judgment, or a matter of my odds 
being about 3 to 2 that I would get a favorable verdict after I got a 
favorable verdict from the jury, I would not be too intrigued about 
going before that court, and I would be particularly reluctant, if my 
client was not in a very good financial situation, to suggest that he 
spend more money and get into that kind of an operation. 

I think that probably some of the reasons why you have only so 
few cases as the 87 is that there is a general feeling that they not only 
have an unfavorable jury to go before but they have an unfavorable 
jury afterward. 

I am going to ask this question. You are acquainted, are you not, 
Mr. Secretary, with the fact that some of these cases that were with- 
drawn, some of the cases where the Commission did not give relief, 
were based on the fact that they could not give relief under the present 
procedures? Isthat not correct? 

Let me just refresh your memory and refer you to the tuna case. 
Did not the Commission in that case decide not to make a recommen- 
dation to the President on the basis that there was not anything that 
they basically could do to take care of this problem faced by the tuna 
fishermen ? 

Secretary Weeks. There was not adequate relief available under the 
law. 

Mr. Byrnes. Right. 

Secretary Werks. That is one of the reasons why we recommended 
this change. 

Mr. Byrnes. There is no change in this new act that is going to take 
care of that case, is there? 

Mr. Krarns. This isacase, of course, where the tuna in 1930—— 

Mr. Byrnes. All I want to do is get the basic conclusion. The con- 
clusion of the Commission was that they could not give adequate 
relief. 

Mr. Kearns. I think I can answer that. There was no duty in 1930 
and there is no duty now, so that under the Reciprocal Trade Agree- 
ments Act they cannot impose one. However, there is no tariff con- 
cession on fresh or frozen tuna, except albacore, so there is no pro- 
hibition against Congress providing relief. If they were to do so 
where there was not a duty concession, there would not be a conflict 
with the GATT arrangements, or need to compensate other countries. 

Mr. Byrnes. But there is some of the tuna that would be competi- 
tive. Tuna is treated under the Trade Agreements Act and you 
would have to also take action via the Tariff Commission, is that not 
correct ? 

Mr. Krarns. There are segments of the business. 

Mr. Byrnes. Right. 
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Mr. Kearns. There is the raw tuna, and canned in brine, and so 
forth. 

Mr. Byrnes. I was not getting into technicalities, but I was bring- 
ing out the point that here specifically is the case where the Tariff 
Commission itself said that they do not have adequate relief avail- 
able under present law even though the industry is being injured. 
Yet that is one of the cases used as a case here in the figures you give 
us as an example of a case where there was no injury. 

Now again I refer to another case, Mr. Secretary, to refresh your 
memory. That was the knit glove case. I think you will find that 
that was dismissed and vabaeenk because there again the Tariff 
Commission was not in a position to provide adequate relief because 
of the numerous classifications of these gloves of a competitive nature 
and it just could not be treated in a decision by the Commission. 

Secretary Werks. I only have here that the case was dismissed at 
the applicant’s request ; knit gloves and knit mittens. 

Mr. Byrnes. I would suggest, Mr. Secretary, that you have some 
of your staff check with the Tariff Commission and with the people 
involved and I think that you will find that the reason for that with- 
drawal was a realization after it had been filed that there was not 
any real way in which the Tariff Commission could provide or recom 
mend an effective remedy irrespective of injury. 

Secretary Werks. Of course, there are a number of cases, I am sure, 
where the remedy afforded in restoring rates or increasing as now 
provided does not give adequate remedy. 

Mr. Byrnes. That is what bothered me about your statement. I 
did not see how you can very well say that the law today provides 
adequate protection if there are these deficiencies that did exist. 

Secretary Werks. Well, it provides adequate protection in the form 
of rate increases only as tied to the Smoot-Hawley bill. In other 
words, it seems to me that, if the Smoot Hawley bill did not provide 
adequate tariff protection then that carries on now. However, there 
is provision in the escape clause for the imposition of quotas in such 
cases, 

Mr. Byrnes. But, Mr. Secretary, you recognize, of course, that 
once any action is taken in a trade agreement even if it is freezing an 
item on the free list it then prevents Congress from acting except in 
violation in a sense of an international agreement which has been en- 
tered into. Is that not correct ? 

Mr. Kearns. Well, anything binding or a reduction in rate comes 
as an exchange to somebody else. In other words, supposedly the 
other countries have paid for something and are entitled to it. 

Mr. Byrnes. So that, the hands of Congress are in a sense tied by 
reason of that agreement, is that not true? 

Secretary Werks. I do not consider itso, Mr. Byrnes. 

Congress can always take whatever action it sees fit and we would 
have to negotiate our way out of a situation that might result from 
action by Congress. 

Mr. Byrnes. So that we are encouraged not to take action, are we 
not ? 

Secretary Weeks. I do not think necessarily so. 

Mr. Byrnes. Well, I would ask that you then have somebody on 
your staff review the record of cases before this committee where 
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appearances have been made by either the State Department or some 
other department saying that action by the Congress would be in 
conflict with an international agreement that this Government. has 
entered into, namely a trade agreement, and that therefore they 
recommend against any action by the Congress. 

Secretary Weeks. I think that the recommendation might be made 
but I do not think there is any power that can restrict Congress from 
taking such action as it sees fit. The point is that, if you do take 
action, then we have to renegotiate out of the situation resulting. 

Mr. Byrnes. So that the situation is created, though, where it is 
difficult for Congress to act without putting the President and the 
whole United States Government in an embarrassing and difficult 
position. Is that not at least correct ? 

Secretary Werks. Well, it might be difficult but it is not at all im- 
possible, in my judgment. 

Mr. Byrnes. I am not suggesting that it is impossible. We can 
abolish the Department of Commerce. 

Secretary Werks. I do not say that it would be advisable neces- 
sarily, but I do say that the Congress has the authority to take the 
action. 

Mr. Byrnes. Mr. Secretary, you are acquainted with the fact that 
there have been representations made to this committee against tak- 
ing action in connection with raising a duty or imposing some re- 
strictions on some item that has been dealt with in the Trade Agree- 
ments Act on the basis that our Government has an agreement out- 
standing with respect to the treatment that will be afforded that prod- 
uct or commodity ? 

Secretary Weeks. Yes; but there is nothing permanent in life or in 
this partic ular area, and I do not see why Congress cannot take the 
action if it in its wisdom thinks it should be taken. Then it is up to 
the executive branch to conform in some manner. 

Mr. Byrnes. Now let us assume that we are using the escape clause 
procedure where an item has been frozen on a free list. 

Where an item has been frozen on the free list the relief that can 
be recommended by the Tariff Commission is limited to recommend- 
inga quota. Is that not correct? 

Secretary Weeks. Yes, sir. 

Mr. Byrnes. Generally, the attitude of the administration at least 
is to avoid quot as wherever possible. Is that not correct? 

Secretary Werks. Yes, sir. 

Mr. Byrnes. Would it not ee ar, therefore, that that section of the 
Trade Agreements Act should be amended so as to afford the Tariff 
Commission the opportunity to make recommendations in that area 
other than just quotas? In other words, to impose a duty of some 
kind in addition to the present authority which is limited to just 
imposing quotas ? 

Senretaty Weeks. Iamsorry. I am not sure I understand the ques- 
tion. Will you ask it again ? 

Mr. Byrnes. At the ‘present time if the commodity which is involved 
in an escape- -clause procedure is a commodity on which the conces- 
sion was not a reduction in duty, but, rather, the placing of it on the 
free list, then the Tariff Commission is limited in its relief to recom- 
mending quotas and quotas only ? 
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Secretary Weeks. Yes,sir. That is right. 

Mr. Byrnes. Since quotas are founded upon and are considered a 
drastic action, would it not be better and advisable to give the Tariff 
Commission authority to impose duties of some kind as an alternative 
to imposing quotas as the relief? 

Secretary Werks. I am advised that on the record several times 
Congress has raised a bound rate and the executive branch has asked 
that the law provide time to negotiate. 

Mr. Byrnes. I am asking what we should do by way of the Tariff 
Commission so that the Congress does not act, because there again we 
get in the trouble of the difficulty of Congress getting in an area in 
which an agreement has already been made. 

Iam trying to get back to our point to see if we can fix it up where 
the Tariff Commission can act and act in a reasonable manner on it, 
and I am asking if you think it might not be advisable to make that 
recommendation at least so that in these limited cases the Tariff Com- 
mission could recommend a duty instead of recommending a quota. 

Secretary Weeks. On a bound-free rate. 

Mr. Byrnes. On an item that is bound on the free list; yes, sir. 

Secretary Weexs. I would have to think about that, because it 
seems to me that the Tariff Commission, in effect then, would be writ- 
ing tariff rates not provided for by the basic statutes, the Smoot- 
Hawley Tariff Act. 

Mr. Byrnes. We have trouble there with respect to what the Tariff 
Commission can do, and we know that there is difficulty with what 
the Congress can do. 

We recognize, as you just said, that even if Congress acts, the ques- 
tion is the inadvisability of Congress making the new law effective 
before they give the Executive a chance to renegotiate an agreement. 
We can see the complications involved, and certainly it would seem 
to me that that would show a deficiency in this present system. 

Secretary Weeks. Any commodity that came in free under the 
Smoot-Hawley Act has come in since then on the free list. It was the 
original desire of Congress that it be on the free list, and not to apply 
a tariff rate. I am not clear as to how you would work that out in 
thisstatute. I would like to consider the matter. 

Mr. Kearns. One thing I think must be borne in mind in all of this 
is that in all of this binding of our rates they were in exchange in the 
negotiations for something we received and the countries involved 
feel that they are equally entitled to delivery of what we agreed to 
deliver to them. 

Now, if we change what we agreed to deliver to them, then we, in 
turn, have to be prepared to give them compensation of one kind 
or another or they will take retali: ation, because they are entitled to 
keep the balance about the same. 

Congress certainly has the power to raise rates. The only thing 
that must be borne in mind is what it costs when you raise the rates, 
and that, in return for an increase in rates, you would have to be 
prepared. to pay the cost in compensation or in retaliatory action 
of some kind. 

Mr. Byrnes. Is that the factor that is in the back of our minds 
when we disite whether or not we are going to give relief to an 
injured industry ? 
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Secretary Weeks. We are talking now about transferring from 
the free list to a duty status, are we not ? 

Mr. Byrnes. That is basically what we started talking about. 

Secretary Weexs. Of course, the Congress has traditionally re- 
sisted giving any permission to transfer from one status to another. 
This has been, I guess, almost an historic attitude. 

Mr. Byrnes. I do not think Congress has made any difference as 
far as the actual binding by the administration of the Trade Agree- 
ments Act of items on the free list, because Congress has had no con- 
trol over that, and they have certainly bound a number of them, Mr. 
Secretary.. So the changing of status I do not understand, frankly. 

Secretary Weeks. This prohibition has always been against any 
transfer from free to duty status. It is written specifically in the 
statute. 

You would have to consider changing that provision, which, as I 
point out, is a historic attitude by the Congress. 

Mr. Byrnes. We are talking about this whole matter on the basis 
that, first, there has been proved that an industry or a product is 
being damaged. 

Secretary Werks. An industry that started in 1930 on the free 
list ? 

Mr. Byrnes. Was on the free list, but now is being damaged by 
imports. Otherwise there is no use of our talking about it because 
that is the first thing you have to prove before the Tariff Commission. 

We do not get into talking about relief until we first assume that 
the industry is damaged. 

Secretary Weeks. If the Congress wanted to do that they would 
have to study how it could or should be done. I could have no con- 
sidered opinion right at this minute. 

Mr. Byrnes. Do you believe that the Tariff Commission has the 
right to recommend the imposition of import quotas on an allocated 
basis? 

Secretary Weeks. You mean allocated by separate categories? 

Mr. Byrnes. By country. 

Secretary Weeks. By countries? 

Mr. Byrnes. Yes, sir. 

Secretary Weeks. You mean to say if they recommend a quota 
basis, to divide it by countries? 

Mr. Byrnes. That is right. 

Secretary Werks. They would have the right to recommend it. 

Mr. Byrnes. Let us take, for instance, the stainless steel flatware. 
Or let us get away from that so you can answer the question. 

Let us assume a case where the injury was resulting, let us say, 
wholly from the Japanese importation of a given item. Could the 
Tariff Commission impose a quota just on Japanese imports? 

Secretary Weexs. I think they can recommend it, but I think 
whether or not the President could approve would be something to 
think about. 

Mr. Byrnes. You mean whether he could approve it? 

Secretary Werxs. Whether he would approve it would be some- 
thing to give very appreciable consideration to. 

Mr. Byrnes. That is one of the problems that we run into, is it 
not, that in some of the areas that are giving us the most difficulty 
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it is the matter of the great increase, at extremely low prices, of 
Japanese imports rather than Western European ? 

Risestany Weeks. This is one of the seatliaeas respecting the Jap- 
anese competition that everybody, I think, is aware of, and one of 
the reasons why, after consultations, the Japanese have seen fit to 
voluntarily take this course, and we have been quite acquiescent in 
their doing it. 

It is a very difficult decision, and I think it has worked out well 
so far. After the hours and weeks and months that were spent on 
the textile quota it is a little disappointing to have some people cast 
reflections on it, because I think it has been helpful, and I think the 
industry thinks it has been helpful. 

Mr. Byrnes. Mr. Secretary, I think in the voluntary agreements 
that we have some potential at least for correcting situations that 
are extremely difficult and that may give us an avenue of approach. 
I would like to ask you, though, about the textile agreement. 

Why in that agreement did the Government not use section 204 
of the Agricultural Act of 1956 which authorizes the President to 
issue regulations governing the entry or withdrawal from the ware- 
house of the textile products covered by the agreement so that we 
would have some enforcement machinery of our own to check and 
help to administer and enforce the agreement that was entered into? 

Tatars Weeks. I think we were already well along in the dis- 
cussions when the statute was adopted, and we have relied in this 
business on the good faith of the Japanese to sincerely try to perform 
according to their arrangements, and I think they have done it that 
way, as I say, with the exception of velveteens, which I am hopeful 
we can straighten out this year. 

Mr. Byrnes. Even the velveteen case would have been taken care 
of if the President had issued the order which he was entitled to issue 
under section 204 of the Agricultural Act, would it not? 

Mr. Kearns. It probably would not. The velveteen overshipment 
came from transshipments and it would have been hard, on short 
notice, to have identified it. It has been identified now. 

The Japanese have given every indication that they are going to 
give adequate cognizance of that in their future shipments. They 
have taken drastic steps to penalize those who were involved in the 
transshipment, and, inasmuch as this textile arrangement has been 
in effect just 1 year, there is every reason in the world to believe that 
it is working exactly as the Japanese had agreed that it would, and 
this case is one in point. It has been called to their attention and 
they have taken steps to give adequate attention to it. 

Mr. Byrnes. Is there anything that the Japanese would resist the 
idea of having the President issue regulations governing the entry 
and withdrawal of products on the basis of an agreement ? 

Mr. Kearns. This is a matter in which the Japanese, in recognition 
that there is a possibility of disrupting American industry, have vol- 
untarily decided that they would try to limit that exportation. 

Mr. Byrnes. They also had an escape-clause provision over their 
heads, too, did they not ? 

Mr. Kearns. That helps. 

On this flatware, for example, the count on the flatware importa- 
tions will be made through our own customs and census operations, 
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and it is recognized that that will be the basis for the determination 
of the imports for the year. 

Mr. Byrnes. You are just going to verify the figures, but you do 
not have any authority to regulate the entry or withdrawal of those 
items, do you? 

Mr. Karns. As long as they have been faithful to their agree- 
ment I see no reason to convict them of being otherwise. 

Mr. Byrnes. Somebody must certainly have some method for en- 
forcing the agreement, do they not ? 

Secretary Weeks. Mr. Byrnes, there is no agreement. 

Mr. Byrnes. An understanding, then. 

Secretary Weeks. It is a voluntary undertaking on the part of the 
Japanese. There is no agreement. 

Mr. Byrnes. All right. What do we want to call it? 

Secretary Weeks. I would call it a voluntary undertaking by the 
Japanese. 

Mr. Byrnes. All right, a voluntary undertaking. 

Is there any reason why we should not assist the Japanese in the 
proper enforcement of those voluntary undertakings? 

Mr. Kearns. May I point out that the one element that does en- 
force it is their belief and conviction that if they further seriously 
injure American business they probably will get more restrictive leg- 
islation, and that is as effective as the legislation would be itself in 
most cases. 

Mr. Byrnes. In other words, they are not very voluntary as far as 
undertaking ? 

Secretary Werks. I think they are, Mr. Byrnes. I think they have 
made every effort to conform to their undertaking. I know they will 
continue to. 

Mr. Byrnes. I would hope that they would take the attitude, and 
that our Government would take the attitude, that where they see 
a problem arising, before they let it get so bad that they try to get 
some volunary undertaking or voluntary understandings to prevent 
it and not have to wait until the escape clause, for instance, is hang- 
ing over their heads. 

think what we are doing is using it as a last resort to avoid carry- 
ing out Bureau intent and the letter of the law as far as trade agree- 
ments are concerned, and we do not even give them the status of an 
agreement. We call them voluntary undertakings. 

Mr. Kearns. May I point out to you that until the escape-clause 
action has been taken and until the Tariff Commission has made an 
investigation, you simply have a matter of charges and counter- 
charges and differing viewpoints. 

The Tariff Commission has the ability to accumulate information, 
and factual information, and at that time it is possible to get a fairly 
unbiased opinion as to the real effect. Because in every one of these 
cases there are differing viewpoints and differing interests, up until 
that time you have the claims and counterclaims which make it im- 

ossible to have a clear-cut picture as to what has actually happened. 

o the Tariff Commission actually does a great service even though 
the recommendation may not prove to be the best solution to the 
on. 

Mr. Byrnes. In other words, you have a record of chance that the 
Commission will decide against the case with odds of 2 to 1. That 
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is what you have to rely on before you even can get to the matter of a 
voluntary undertaking. 

Frankly, I do not think it speaks very well for the effectiveness of 
the present procedures, Mr. Secretary, as for granting relief and pro- 
tecting those people who are actually threatened with serious injury. 

Secretary Weeks. In several cases the Japanese have anticipated 
situations Involving excessive imports from their country to this, and 
have taken action before we have discussed the subject. 

Mr. Byrnes. I hope we are not referring to their action in regard to 
the so-called voluntary restrictions on the exportation of hardwood 

lywood, because, if we are, that quota that was established there was 
changed to fit their needs from day to day and it made a nice release 
on their part to make it appear that they were going to try and avoid 
creating an unreasonable situation in this country. But they just 
could not enforce it, and the quota which they originally announced 
was constantly increased, and so they never lived up toit. And I think 
that is part of the problem with these voluntary quotas. 

We are getting into an area of these voluntary undertakings where 
they are more window dressing than an active, effective mechanism 
because there is no enforcement mechanism. 

Let me ask a question of Mr. Kearns. 

I did not quite understand what your reply was. Mr. Boggs asked 
you about certain numbers of plywood companies going out of busi- 
ness, and you had some comment about the situation in the hardwood 
plywood industry. That is rather close to my house. So I just want 
to be clear on aie your comment was as to the reasons these com- 
panies were going out of business. 

Mr. Kearns. I said that I had seen a list but had not been able to 
verify the list of companies that had gone out of business and the com- 
ments regarding them, and was not able to comment authoritatively on 
what the value of the comments were. 

Mr. Byrnes. You had a chart before with regard to hardwood ply 
wood that was on the easel, and no comments were made about it. I 
wonder what your comments were going to be with reference to it. 

Mr. Kearns. The problem on the hardwood plywood is that you 
have varying interests, and each of the interests interpret the facts as 
they see them. 

Mr. Byrnes. Let us just talk about the importation and the domestic 
production. Let us not worry about all the implications. Those are 
the two big ones. 

There is domestic production and there are imports. Is that what 
your picture shows ? 

Mr. Kearns. It is evident from this that domestic production has 
dropped and that imports have increased, and that is the reason why 
we have suggested that they apply for an escape-clause action. 

Mr. Byrnes. Did not you or the Secretary suggest that the hardwood 
plywood decision of the Tariff Commission was that the industry was 
not injured ? 

I just would not like that to stand alone in the record. 

Secretary Wrexs. Their decision in June 1955 was unanimous that 
there was no injury. 

Mr. Byrnes. I suggest that you read the concluding paragraph, 
Mr. Secretary, of the decision, which said that the period of time that 
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was involved in their survey was not adequate for them to make a final 
finding of injury. So I think that that is not quite a finding that there 
is no injury to the industry. 

Mr. Krarns. That is all the more reason why they should make 
tariff application now if they want all the facts brought out in public. 

Mr, Byrnes. Do you have anything to do, Mr. Secretary, with the 
technical teams that go out from this country under the auspices of, I 
suppose, mutual security, into other countries to help them with their 
industrial or economic problems ? 

Secretary Werks. No, I do not, Mr. Byrnes. 

Mr. Byrnes. The reason I inquired was it is my understanding that 
there is a team presently in the Philippines to help them set up a 
hardwood plywood industry. I was wondering whether they make 
any contact with your agency before they send these teams out, or 
whether Congress is consulted in any way. 

Secretary Werks. No; it is not. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. Grecory. Mr. King will inquire, Mr. Secretary. 

Mr. Kine. I was interested in the last question Mr. Byrnes put to 
the Secretary. It prompted me to go back some few years as an indi- 
cation of what was thought of congressional intent. At that time, Mr. 
Secretary, this committee, I believe, by unanimous vote, and the House 
by an overwhelming vote, and the Committee on Finance in the Senate 
by a passing vote, approved a bill that emanated from this committee 
dealing in a reasonable way with tuna import tariffs. 

Secretary Werks. Yes, sir. 

Mr. Kina. It was only because of the interest of the Secretary of 
State at that time, who came to the Senate and prevailed upon certain 
Senators to defeat the bill, that it was defeated. I think it was 
quite clear that Congress intended to do something in this case, and I 
am confident that a good case was made or it would not have passed this 
committee and the House and the Senate committees. It just dealt, 
as I have stated, with tuna fish. 

In Geneva, within the same year when Congress indicated its belief 
with respect to this industry, our team at Geneva negotiated the 
binding of albacore on the free list. I think that it is interesting. 

You had nothing to do with this because this was in the prior ad- 
ministration, but it does indicate that cognizance is taken of what 
Congress does because I can only think of the motive that would have 
been in our team’s mind at that time in view of this overwhelming 
vote: To foreclose any further action by the Congress that it might 
wish to take on that product, or perhaps it was something else they 
may have had in mind in negotiating that sort of an agreement. 

I just thought that it should be a matter for the record because I 
think that in dealing with this complicated matter all elements should 
be known. I think that it is well to bear in mind, that sometimes 
what Congress may have thought or does think will be abided by 
and sometimes it will be completely disregarded. 

I wish to conserve time, Mr. Secretary. I have seven questions. 

I would like to ask unanimous consent, Mr. Chairman, to do as Mr. 
Eberharter did earlier today and submit these written questions to 
you, Mr. Secretary, so that you, whenever you find it possible, and as 
soon as possible, may answer them for the record. 
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Mr. Grecory. Without objection, that will be done. 
Secretary Werxs. We would be very glad to do that, Mr. King, and 


do it promptly. 
(‘The Secretary of Commerce subsequently forwarded to the com- 
mittee the following answers to questions raised by Representative 


King with respect to tunafish and groundfish :) 


1. Question. Do you know of any discussions now going on between repre- 
sentatives of the Governments of Japan and the United States which might 
result in further voluntary quotas being established by the Japanese with re- 
spect to any or all tuna commodities? 

Answer. No discussions are now taking place between representatives of the 
Governments of Japan and the United States which have as their objective the 
establishment by the Japanese of further voluntary quotas on Japanese exports 
to the United States with respect to any or all tuna commodities. 

2. Question. If such talks are not now going on, have they taken place in 
recent months? 

Answer. There have been no discussions of this character in recent months. 

8. Question. If any such talks have taken place or are in prospect, has the 
record of the past 6 years of voluntary tuna controls by Japan, as presented 
by the domestic tuna fishing industry to the President, been taken into account? 

Answer. As indicated above, no such talks have taken place and none are 
scheduled or in prospect. Should such discussions take place, the record with 
respect to the operation of voluntary quotas in recent years undoubtedly would 
be given most careful consideration. 

4. Question. Will representatives of the domestic tuna industry be consulted 
by the United States Government with respect to such talks? 

Answer. Since no discussions have taken place or are planned this question 
has not arisen. In general, it is the practice to obtain and give full considera- 
tion to industry views in the consideration of import problems which might 
involve governmental action. 

5. Question. How does an item, like frozen yellowfin tuna, which is not the 
subject of a trade agreement and bears no duty receive protection under the 
proposed act? 

Answer. Neither the present Trade Agreements Act nor the administration 
proposals for the extension of the Trade Agreements Act authorize transfer of 
items between the dutiable and free lists. The escape clause provides for relief 
to domestic industries where serious injury is threatened or caused by increased 
imports of articles subject to trade agreements concessions. Such concessions 
include the binding of the tariff status of a product, including the binding of 
cuty-free products. The administration proposal for extension of the act does 
not alter this. If a duty-free item is bound on a free list, such as frozen albacore 
tuna, and it can be shown in an escape clause investigation that as a result in 
whole or in part of such binding a product is being imported in such increased 
quantities as to cause or threaten serious injury to the domestic industry pro- 
ducing like or directly competitive products import quotas may be imposed. 

The relation of imports of tuna to our domestic tuna industry and to our na- 
tional welfare is, of course, of great concern to the executive agencies. This 
relationship, however, is highly complex and the extent to which our domestic 
tuna industry and our national interests might be served by restriction of im- 
ports is not clear. The Government has sought to aid our domestic industry 
in improving its competitive position through research, assistance in marketing, 
and similar measures. It is hoped that the current Tariff Commission investi- 
gation of the tuna industry under section 332 of the Tariff Act of 1950 will pro- 
vide the factual basis needed to determine whether additional action by the 
Government is needed. 

6. Question. How does an item, like frozen albacore tuna, which has never 
borne a duty but is bound on the free list in a trade agreement receive protection 
when the only concession made was the binding of the product on the free list and 
such binding is not regarded as the cause of the increased imports? 

Answer. The answer to this question is covered in the answer to the fifth 
question. 

7. Question. The New England groundfish industry is one in which relief was 
denied by the President despite unanimous recommendations by the Tariff Com- 
mission. On what basis did the President so decide? Has any single action 
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been taken by the Government to keep that industry from going out of existence 
entirely? What alternative legislation or programs is the administration pre- 
pared to recommend or support to save the groundfish industry ? 

Answer. With respect to the first part of this question the Preesident, in 
transmitting his report to the Congress, said that he was “not persuaded that, 
on balance, the proposed duty increase would constitute a sound step in resolv- 
ing” the difficulties confronting the domestic groundfish fishing industry. ‘“Be- 
eause of that conviction,” the President continued, “I have decided in view of 
all of the factors bearing on this case that I cannot accept the Tariff Commis- 
sion’s recommendations.” 

The President, in his letters to the chairman, said that he was “reluctant to 
impose a barrier to our trade with friendly nations unless such action is essential 
and clearly promising of positive, productive results to the benefit of the domestic 
industry in question. My reluctance to impose such a barrier is heightened in 
this case because the other nations concerned are not only our close friends, but 
their economic strength is of strategic importance to us in the continuing strug- 
gle against the menace of world communism.” Canada, Iceland, and Norway 
are the principal exporters of groundfish fillets to the United States. 

The President also said that “it might well be, in fact, that the proposed duty 
increase would only further complicate the industry’s basic problems.” The 
President said that “bold and vigorous steps” should be taken now “to provide 
root solutions for the industry’s problems.” The President noted that legisla- 
tion signed into law by him earlier that year was designed to assist the domestic 
industry in improving its competitive position. The President said that “the 
administration’s examination into the industry’s problems has continued beyond 
the enactment of these laws.” He said “these studies * * * look toward the 
development of additional opportunities for promoting the well-being and sound 
management of all of our fish and wildlife resources, including our commercial 
fisheries resources. These further efforts should be of assistance to the domestic 
groundfish fishing industry in its search for solutions to the fundamental problems 
it faces.” 

With respect to the latter part of the question, the Government has taken a 
number of steps to assist the New England groundfish industry. The Fish and 
Wildlife Service of the Department of the Interior, the agency within the Fed- 
eral Government responsible for fishery matters, is working with the industry 
on insurance and safety problems and is carrying out research and other pro- 
grams designed to assist the industry. Loans are being made available to the 
industry through the fisheries loan fund and the Small Business Administration. 
The Fish and Wildlife Service can provide more detailed information on these 
matters. 


Mr. Exsernarter. I think Mr. King is to be complimented for con- 
serving the time of the Secretary and other members of the committee. 

May I also add that I am entitled to a vote of thanks for my action 
this morning in conserving the time of the committee and of the 
Secretary. 

Mr. Kine. If the gentleman will yield. 

In my experience, Mr. Secretary, you get a little better answer very 
often this way, particularly when a gentleman like yourself has been 
under the gun all day. I think it is to our advantage. You would 
have little or less excuse at least for not having a proper answer when 
you can deal with it in your own office than what you could expect to 
come up with here. 

Secretary Weeks. It is hard to know all the answers, Mr. King. 

Mr. Gregory. Mr. Curtis will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Chairman, after those statements it is going to be a 
little bit embarrassing for me perhaps to go ahead and ask questions. 
However, I think that we are all interested in getting to the bottom 
of this act, and if it is necessary to take even more time I think that 
it would probably be well to come back another day. 

Mr. Secretary, first I want to compliment you on your statement as 
well as the one that you presented to us originally. I think it has 
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given us a lot of good information and some good facts that are going 
to be beneficial in explaining this matter to the House when this com- 
mittee takes the floor. 

One question I was going to ask in light of some questions that Mr. 
Simpson had asked and called attention to had to do with a situation 
in regard to exports in Russia. The Export Control Act of 1949, 
which was extended in 1953 for 5 years, I think expires this June, 
does it not ? 

Secretary Weeks. Yes, sir. 

Mr. Curtis. Are you going to recommend the extension of that act? 

Secretary Weeks. Yes, sir. I have appeared before the Banking 
and Currency Committee in favor of that extension. 

Mr. Curtis. Will there be any amendments offered, or are you just 
asking for a straight extension ? 

Secretary Weeks. A straight extension, Mr. Curtis. 

Mr. Curtis. Mr. Simpson mentioned this situation in regard to this 
military tireplant the British were going to build in Russia. He read 
this article toon Time magazine and he referred to the fact that the 
British were going to do it. But I had called to my attention the 
fact that the United States Government has—and I think the Secre- 
tary of Commerce is the one that did it—released or has given permis- 
sion that United States technical know-how and specialists could work 
on this thing. If that is true, is that in accordance with this Export 
Control Act ¢ 

Secretary Weexs. Yes. The action taken was strictly in accord- 
ance with the Export Control Act. 

Mr. Curtis. You mean American know-how is necessary in going 
ahead with this plant in Russia that is for military tires? 

Secretary Werks. The facts relating to that particular case are as 
follows: 

The President delegates to the Secretary of Commerce authority 
in the control of exports under the statute. In this particular case the 
British had sold the Russians a tire plant to make heavy-duty tires. 

Mr. Curtis. Military use, as I understand it. 

Secretary Werks. A good part of it could be for military use. 

A firm by the name of Hale & Kullgren, Inc., solicited to provide 
engineering services in connection with the setting up of the new plant. 

Mr. Curtis. That is an American firm? 

Secretary Werks. Yes, sir. 

Mr. Curtis. As I understand it, these technical skills are apparently 
not available or the British do not have them, nor apparently do the 
Russians. 

Secretary Werks. I personally took a good deal of interest in this 
one myself, and consulted with the leading tire companies in this coun- 
try to see what their views might be. 

The facts of the matter were the Russians bought a plant and they 
were going to have the plant regardless of what we might or might not 
have done. 

Mr. Curtis. They already had a delay in getting it because we would 
not provide these technical skills, and now we are going to accelerate 
the program. 

Secretary Werks. I was advised by the industry that they would 
have the plant and they would find the skills available in Great Britain 
to construct the plant if we took negative action. 
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This was an order of some consequence to the Americans involved, 
and I concluded on my own reaponettility that this was a proper thing 
to do, and we gave the authority to Hale Kullgren and the associated 
companies to take this contract. 

Mr. Curtis. In other words, whether there was any defense aspect 
of the thing did not enter the picture? It was a question of whether 
this American firm just wanted to get a job? 

Secretary Weeks. Oh, no. We have a setup that involves the 
interested departments, including Defense, and F took personal care 
to assure to my own satisfaction that there was no defense issue in- 
volved here of any consequence. 

Mr. Curtis. In other words, you feel, as you have stated, that the 
Export Control Act as it is presently written would not forbid such 
activity ? 

Secretary Weeks. Would not permit what? 

Mr. Curtis. The Export Control Act of 1949 as it presently is 
written would not forbid that kind of action. 

Secretary Werks. Yes, sir. 

Mr. Curris. And you do not feel that the act should be amended 
to restrict such operations? 

Secretary Weeks. No, sir. Under the procedure we have—let’s 
call it an advisory committee on export policy, and they meet on these 
matters and the procedure involves an appeal to the Secretary of 
Commerce. If there is any one agency involved that does not agree 
with the majority conclusion, then I, as Secretary of Commerce, sit 
in effect as a court and render a decision. 

Mr. Curtis. In light of that, then, I can easily see the answer to 
the question that Mr. Simpson propounded if it was the other way 
around, whether we imported logs from Russia would be really in- 
consequential. 

Let me ask this: It seems to me, if that is the case, it is the policy 
of the Department of Commerce to go ahead and permit and facilitate 
trade with Russia. Is that correct? Is that the policy now? 

Secretary Weeks. In nonstrategic items. 

Mr. Curtis. And military tires are decided to be nonstrategic items ? 
I do not follow that. 

Secretary Weeks. I did not consider that there was any defense 
issue involved here. 

Mr. Curtis. You use the words “nonstrategic items.” Well, I just 
wanted to tie this in with the present concept of the cold war which 
we are conducting with the Russians, which we have devoted some 
effort to. 

With regard to the question that Mr. Eberharter has put in the 
record, some 15 pages, 7 of those pages have to do with the escape- 
clause and peril-point procedures, and I think it can well work out 
so I am not going to go into that other than to point out that these 
questions have been written and posed to you for answers because 
of the many, many complaints that have been presented to this com- 
mittee in the hearings of the workings of these clauses. Mr. Byrnes 
has already emphasized the fact that, in his judgment at any rate, the 
assumption that there has not been any damage done to our various 
industries to any great extent ,because more of them would have 
availed themselves of these escape-clause procedures is not too good an 
answer. 
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I would suggest this, that it looks to me as if these escape-clause 
procedures have clogged up, and what you are getting here is some- 
thing that is reaching ahead. Each year that we have been asked to 
extend our Reciprocal Trade Agreements Act, as you probably know, 
the opposition has grown and grown until the last time we barely got 
it by, and I say this as one who supported it, and I intend to support 
it again, but I would think that someone would conclude that this 
opposition is coming from somewhere and it is not just out of thin 
air. Congressmen do not switch their positions they have established 
over a period of years just out of whim, and, for that reason, I think it 
would do well to look at these escape-clause procedures to see whether 
or not they are applicable and aeaiae or not industries have been 
avoiding using that method because they have found that they are 
costly and relatively ineffective. 

When these lists of products were read off here it seemed that they 
were humorous things, I do not think it was very humorous. 

If you stop to figure that all of our industries are broken up into 
little segments, and whether it is a clothespin industry up in Maine 
or where we are talking about human jobs, if these people do not 
have a feeling at least that they have a right or method of comin 
in and presenting their case, they are going to generate a head o 
steam and it is going to blow something up, and I suspect that that 
is what might be blowing up the Reciprocal Trade Act, and, far from 
laughing at the thing, I think that we ought to start digging into the 
causes and see whether or not we do have adequate machinery to 
handle it. 

Mr. Mason. Would the gentleman yield there? 

Mr. Curtis. Yes. 

Mr. Mason. I can give you a concrete example. 

Two sewing-machine factories in my district, one in Rockford, IIl., 
and one in Belvidere, one employing 800 men and the other 600 men, 
have gone out of business entirely because of imports in the last 5 
years. They never appeared before the Tariff Commission on escape 
clause. They said, “What’s the use? With the administration opposed 
to giving any relief?” 

Mr. Curtis. I know there are cases like that. 

I am distressed that this approach has been taken to this problem, 
which, in my judgment, has been the approach that has been taken 
over a period of years since I have been questioning witnesses, and 
because we have not gotten beneath the surface in these problems, 
I think we are running into difficulty in trying to get this through the 
present Congress. 

As I again say, I am going to do everything I can on the floor in spite 
of this kind of approach that many of the proponents of this act have 
taken, and it is going to be a doubly hard burden because of the atti- 
tude they have taken. I still want to see it through because I think 
that in the long run for many of the good reasons that you have given 
it is good, but I am very hopeful that you will consider these questions 
in regard to escape-clause and peril-point procedures to see whether 
or not you can come up with some constructive suggestions as to how 
they can be improved. 

Secretary Weexs. Mr, Curtis, I guess there is no time to go into 
a lot of cases, but I wish you would look again at this bicycle chart. 

24093—58—pt. 2——-84 











2812 RENEWAL OF TRADE AGREEMENTS ACT 


Mr. Curtis. Mr. Secretary, there is no sense in looking at those 
individual cases. Here is what I am suggesting: Why is it that over 
a period of years more and more Congressmen who, after all, do rep- 
resent groups of people, have been changing their opinions and posi- 
tions on this thing? I suspect it is for some grassroots reason, and 
you can explain away bicycle cases and other cases. In fact, I can 
agree with many of the specific situations where you say that there 
has not been injury. 

I suggest it probably is not so much injury as it is a feeling on the 
oats of these people that they have not had their chance in court, they 
1ave not had a fair share, and, therefore, we need to do something in 
the way of procedures so that they will think they have had a fair 
hearing. They do not think they have had now, whether they have 
had it or not. 

Secretary Weeks. Would there be any significance, do you think, 
in the fact that there were more witnesses in favor than opposed to 
the extension of the Trade Agreements Act this year compared with 
3 years ago when 55 percent of the witnesses were opposed and 28 
percent approved ? 

Mr. Curtis. No. We are used to how witnesses are drummed up, 
on either side for that matter. That is what the witnesses say, and, 
above all, it is the attitude of Congressmen who represent these vari- 
ous districts because, whether you like their views or not, they do seem 
to reflect the thinking of their people, and there just seems to be a 
strange unawareness of the fact that Congress is, to a large degree, a 
mirror of that thinking of the people. Somewhere or other we have 
gotten out of step with the people on this. 

Secretary Weeks. I do not like to have anyone think there is any 
unawareness in the Commerce Department. We have spent a great 
many hours and a lot of time in trying to help industries that are in 
trouble, and trying to do things that will help these industries. 

Mr. Curtis. I know that, Mr. Secretary, but all I am saying is we 
have the Reciprocal Trade Act before us. It is not a substantive act. 
It is not a high tariff or a low tariff. It is a set of procedures where- 
by we go about negotiating our trade. 

The best way to-help industry and labor or anyone else is to be sure 
that the procedures that we have set up are adequate so that their 
cases are heard, and so what we do do is done with our eyes open, 
and these escape clause and peril point provisions are simply a mat- 
ter of procedure, and I am suggesting that, possibly unintentionally, 
those procedures are clogged and are never adequate in the first place 
because you would not have the situation of the temper of the coun- 
try the way it seems to be. 

I think the presentation that you made here today and the pre- 
liminary one have gone a long way in presenting this matter in a 
more forceful light and helpful light that will enable us to get it 
through. 

I am asking these questions really to try to further strengthen the 
case. So I go on to the next one that I raise a question about, 
whether or not you have not go some recommendations as to how we 
can write the national security law so it does two things: One, it 
eliminates the conception that seems to be rather prevalent that it is 
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a super escape clause. It was not intended to be. No one wants it 
to be, as I understand it, and yet it has been interpreted that way. 

And then, secondly, as to the national security clause, according to 
what the evidence we seem to have indicates, that, even when it would 
be applied to national security, it is cumbersome and slow, so that if 
the national security really were involved it probably would not be 
very effective. 

I think you are aware of how it was written. It was written in a 
hurry and without any hearing or discussion or anything else, and 
here is an opportunity, I think, to come forward with some language 
that would make it more effective and not create the misunderstand- 
ing that has occurred. 

Secretary Weeks. We made no recommendations of change. I am 
not intimately acquainted with the procedure in ODM as to making 
a recommendation, but I can say this, that when the recommendation 
was made in late June of 1957 on the oil imports, the committee was 
informed, of which I was chairman, and we brought in our report 
and conclusions within 30 days. 

Mr. Curtis. However, you did not follow the procedures that were 
set out in that security clause. 

Secretary Werks. We did not? 

Mr. Curtis. No. 

Secretary Werks. Yes, sir. 

Mr. Curtis. I think you are correct in saying what you did was, in 
that Japanese thing, a voluntary undertaking. I presume that is the 
language that will have to be used with regard to what was done on 
the oil quota because the oil companies do not want to say it is an 
agreement. 

Secretary Weeks. We followed the statute specifically. 

Mr. Curtis. If you followed the statute, would you not end up by 
either granting a quota or not granting one ? 

Secretary Weeks. The statute says that the ODM reports to the 
President, and says that— 


If the President agrees there is reason for such belief— 
the belief that national security is involved— 


the President shall cause an immediate investigation to be made to determine 
the facts. 


And that was the investigation that my committee made. 


If, on the basis of this investigation, the President finds the article is being im- 
ported in such quantities as to threaten and impair the national security, he 
shall take such action as he deems necessary to adjust the imports to a level 
that will not threaten the national security. 

And that is exactly what he did. 

Mr. Curtis. I disagree. He did not take the action. 

Mr. Grecory. Mr. Curtis, we have a vote. Suppose we suspend 
for 30 minutes. 

Mr. Curtis. Yes. 

Mr. Grecory. Then you may resume when we return. 

Mr. Curtis. All right. 

Mr. Grecory. We will suspend for 30 minutes. 

{A brief recess was taken.) 

Mr. Grecory. The committee will resume its hearings. 
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Mr. Curtis will resume his questioning, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, we were discussing the siluation of the 
voluntary quotas placed upon the oil imports. I believe you had 
made the remark that you thought the procedures that had been fol- 
lowed were in accordance with the national security laws, and I 
raised the question that it did not seem that they had been. 

I can see the point that you were making, that you have followed 
the procedures up to a point when the President acts, and the ques- 
tion that I raise is did the President actually act. And it seems to 
me that he did not because what has happened here is that the Presi- 
dent has not issued an order saying that there are quotas to be im- 
posed on oil imports. Has he? 

Secretary Werks. The President last July issued a finding and the 
order assigned quotas on a voluntary basis. 

Mr. Curtis. Was that an actual order? 

Secretary Weeks. Yes, indeed. 

Mr. Curtis. It was an actual order. Was it reduced to an execu- 
tive order number ? 

Secretary Weeks. I cannot give you the number, but it was a de- 
cision b the President in accord with the national security clause. 

Mr. Curtis. Was it reduced to writing? 

Secretary Weeks. It was reduced to writing; yes, sir. 

Mr. Curtis. It was reduced to writing and the companies were 
named by name? 

Secretary Werks. Yes, sir. We assigned quotas to the several com- 
panies, and then he assigned to the Department of the Interior the 
obligation of administering the program. 

Mr. Curtis. This is the question that concerns me, and this is the 
real issue and the reason I bring it up. I think there is no question 
that Congress gave authority to the President to make mandatory 
quotas, but in this sort of a voluntary arrangement the question comes 
up as to whether or not the antitrust laws would apply in that situ- 
ation. 

If Congress were giving the power to the President to make a 
voluntary arrangement like that, do you not think it would be wise 
if Congress at the same time made it clear that the antitrust laws 
which might bear on this should be waived for this purpose? 

Secretary Weexs. I am not a lawyer, Mr. Curtis, but the statute 
says that he shall take such action as he deems necessary. It does 
not qualify the action, and what we have done continually has been 
under the guidance of the Justice Department, and we think they 
know antitrust laws. There are no antitrust implications involved. 

Mr. Curtis. Has the Justice Department ever issued such a ruling? 
I know that some of the oil companies were worried about it, and 
they hesitate to even call it an agreement. They like to couch it in 
very hazy words, as to just what has gone on here. 

ecretary Weeks. There is no agreement between the companies. 
The President assigned a quota on a voluntary basis to each com- 
pany, and this is a relationship between the Government and the 
individual company. 

Mr. Curtis. The thing that I am getting at really is that I think 
these devices might be good, but it seems to me that if we are going 
to use devices like this, it would be better if we spelled it out. The 
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Congress, in delegating its authority, actually spelled it out so that 
there would be no question about how these things should be done. 

I want to go on and point out other aspects of this quota. We 
have, by law, given authority to the Executive to enter into an agree- 
ment with a foreign country to impose, in effect, voluntary quotas, 
but we only gave that power so far as agricultural products and 
textiles are concerned. Yet we see an advent of other products than 
textiles and agricultural products undergoing a similar type of 
voluntary quota arrangement—tuna fish, stainless steel flatware, and 
others. 

Do you think that we ought to enlarge upon this section in the act, 
section 204, which permits these voluntary quotas to be arranged with 
foreign countries? 

Would that not be a better way of doing it rather than doing it 
under some vague authority ¢ 

Secretary Werks. Literally we have not done anything except in 
the crude oil case. With respect to the other — mentioned, we 
have had discussions, but the action has been voluntary and we were 
seeking to get results. 

Mr. Curtis. Mr. Secretary, please, neither the American people 
nor I, certainly, are going to believe that the Japanese, just without 
any prodding by our Government, are just going to do these things. 
Our Government has taken some sort of action. My own view is 
that probably they are acting wisely except that they may not have 
the authority spelled out for them. But, if the executive department 
thinks that these are good procedures, why do you not ask the 
Congress to give you the authority so there will be no question about 
it ? 

We did give the authority on textiles and agricultural products. 
Why not ask to give the authority on these others? 

Secretary Weeks. We have the authority in the escape clause pro- 
cedure. The Commission can recommend quotas. 

Mr. Curtis. However, you do not have the authority to take these 
halfway measures which are neither fish nor fowl. 

Secretary Wrrexs. You mean the voluntary quota? 

Mr. Curtis. Exactly. 

I have always believed this, that any time you avoid acting by law 
and resort to acting by what we sometimes call men, you run into 
trouble. No one knows just what is going to happen. It is up to who 
the individuals are who happen to be running the particular Govern- 
ment at the time, and it seems to me, if these are good procedures, 
and I suggest they well might be, let us do what we do in regard to 
textiles and agricultural products. Let’s be honest and say that the 
Executive should have this authority and do it. 

Secretary Werks. My only answer to that can be I think that we 
have tried to avoid the quota route to induce our principal customers 
to get away from quotas. 

Mr. Curtis. However, these are quotas. That is the whole point. 

Secretary Wrexs. These Japanese imports are quite a special con- 
sideration. 

Mr. Curtis. Would it not be better, as Mr. Byrnes suggested, to use 
the tariff instead of these voluntary quotas? 

Of course, I see one of your problems, which has not been men- 
tioned, is that at least, through this voluntary method, you get away 
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from the most-favored-nation clause. You can deal with Japan or 
whatever country it is on a separate basis. Me: 

But is that the reason we go to quotas rather than utilizing tariffs? 

Secretary Werks. The “le reason I know of is that the Japanese 
picture is a little different than the western European competition 
picture. : 

Mr. Curtis. Yet you agree with the most-favored-nation clause. 

Secertary Wxexs. Yes, I do. 

Mr. Curtis. How under the most-favored-nation clause do you take 
into consideration the difference between Japan as a competitor and, 
say, Great Britain? 

Secretary Weeks. This is one of the difficult problems that has 
arisen in this changed world that I speak of. The Japanese competi- 
tion is obviously somewhat different than the competition from west- 
ern Europe, to which tariffs have been historically geared. This 
competition started to come into being before World War II, and then 
it was suspended for about 14 or 15 years, and now it has come more 
in evidence and we have tried to be helpful to the industries involved 
by urging them to recognize that they cannot just walk in here and 
take this whole market. 

Mr. Curtis. All I am trying to do is talk about procedure really. 

The Reciprocal Trade Agreements Act is a set of procedures under 
the authority that the Congress has delegated. The Executive, in 
turn, has issued various Executive orders where he has set up certain 
procedures. So that I am directing your attention to whether or not 
the procedures that are presently in the Reciprocal Trade Act are 
adequate to meet these changing conditions that you are describing, 
and here is a specific area. 

Apparently the Executive has found it advantageous to utilize sort 
of a voluntary arrangement with Japan. All I am saying is, if that; 
is good, why not reduce it to law so there is no question about what is 
going on, instead of leaving our people in a position of not knowing 
what will be done, and I might say also leaving the Japanese in a state 
of uncertainty where we are not dealing with anything that is estab- 
lished by law but just by who happens to run the thing. 

Secretary Weeks. Of course, a procedure is established in law today. 

Mr. Curtis. What? Not with these voluntary arrangements in re- 
gard to tuna and flatware. 

Secretary Werxs. I do not know how you write a voluntary quota 
arrangement into the law. 

Mr. Curtis. I do not say that you write the actual quota arrange- 
ment. I say you write into the law the authority to do such things. 
That is just what I pointed out. Section 204 of the Agricultural Act 
does write it out for textiles and agricultural products. And, so, my 
question has really been, Why not extend it ? Why do you not come and 
ask us to give you the authority to extend it in other areas, the very 
areas that you are using? 

Secretary Weexs. This is a subject that I can assure you we are 
thinking about, and, if it is a practical matter to do it, all right. 

Mr. Curtis. I appreciate that because that is our purpose. We have 
held hearings now for 5 weeks to try to figure out, or at least my interest 
has been to see how we can strengthen this act to eliminate the criticism 
of it. Some of the criticism, in my judgment, has been very well 
founded, and yet there seems to be an attitude to treat all criticism as 
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if there is no basis for it or people are just yelling because they aren’t 
hurt. In my judgment, some of this criticism has been well founded 
and we ought to meet it constructively, and this is an area where I think 
that, if we did meet it constructively, we could answer the questions. 

I want to be able to go on the floor of the House and point out how 
they are progressing, that we are not just standing pat on something 
that has created all this furore and complaint that our citizens express 
to us through the lips of their Congressmen. 

One very important matter : 

The President, I was very happy to see, issued an Executive order 
creating the Cabinet-level Trade Policy Committee and putting the 
chairmanship in the Secretary of Commerce. I thought that was an 
excellent move and it would be very helpful in persuading the House 
to go along with the new approach, as I thought it was going to be, of 
the administration’s act. Yet the executive witness just yesterday, 
the Under Secretary of State, indicated that he did not think the 
change made much difference. 

I wonder if you would express for the record now what you think 
the meaning of this creation of the Cabinet Trade Policy Committee 
amounts to and whether or not you think it is the fine step forward that 
I do. 

Secretary Werks. Mr. Curtis, I certainly do think it is a construc- 
tive step forward, and I do think it will make a difference. 

I have been hoping for 5 years that we could get the Commerce 
Department more into the act, so to speak, and the reasons that 
prompted me to take that position, I think, were evident to the Presi- 
dent in connection with the suggested OTC setup which provided 
that the Secretary of Commerce be named as chairman of the advisory 
committee, provided that a businessman be the representative for the 
OTC if it were to be established. And I think the same motive 
prompted many to provide for this Trade Policy Committee with the 
Secretary of Commerce as chairman of the committee. 

Mr. Curtis. You feel that this will enable you to take a more active 
art ¢ 
Secretary Weeks. I cannot myself see why it won’t make a good 
deal of difference. I have no criticism of, or quarrel with, the State De- 
dogg any: obviously, in weer to their administration of this thing, 

ut, by the very nature of the State Department’s operations, they 
must give first place to foreign-policy implications, and, by the very 
nature of the Commerce Department’s operations, we must give first 
place to the commerce and the business and industrial areas of our 
own economy. 

And, so, I visualize this as a step forward from the standpoint of 
the business community in this country, that they have their own 
representative, so to speak, in this procedure now as an equal partner. 
I certainly think that it is a step forward, and I certainly think that 
it will be helpful. 

Mr. Curtis. I appreciate your statement. 

I agree with you that this is not necessarily a criticism of how it 
has been handled in the past. But, as I viguitios it, it has placed the 
emphasis primarily on economics and having diplomacy fit the eco- 
nomics of the situation, and I might say I think that already we have 
seen an indication of the change in the manner in which you have 
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presented the case for the extension of the Reciprocal] 'l'rade Act, 
where the emphasis has been on these economic features. 

I myself do look upon this as a real step forward. 

Just for the record, Mr. Secretary, I have long felt that GATT and 
OTC are an integral part of the Trade Agreements Act. Would 
there be any objection on the part of the Department of Commerce if 
OTC, in the bill which was passed out of this committee, were made 
part of the extension of the Reciprocal Trade Act? 

Secretary Weeks. Certainly not. I would hope that we could have 
that because, as I said in the first instance in February, if we are 
going to continue this business, let us continue it with the best tools 
ae and I think it is immeasurably improved by GATT and 

TC. 

Mr. Curtis. I will not dwell on this at any great length because 
this is a very complicated subject, but I have been calling attention 
in these hearings to section 336 of the Tariff Act of 1930, the equal- 
ization-of-costs-of-production provision. 

In the 1934 amendment, that particular provision was made inappli- 
cable to matters that had become subject of trade agreements. On the 
other hand, it seems to me very important that this economic question 
of cost differentials be part of our trade negotiations and part of 
the operations of the provisions in the Trade Karenaedie Act. 

I wonder if you would have any opinion as to whether, if the act were 
amended, this section 336 (a), just the section (b), could be made 
applicable to apply to this act. 

s I read it, it does not require the President to do anything other 
than to consider these facts. There is nothing binding. The Tariff 
Commission goes and makes these studies of wage differentials and cost 
differentials. 

Secretary Werks. Mr. Curtis, this is one that I really would like an 
opportunity to sit down and give some thought to. 

Mr. Curtis. I can appreciate it because it is quite complicated and 
involves a great deal, but I would appreciate it. 

Secretary Werks. If it will be helpful, we ought to try to do some- 
thing about it. 

r. Curtis. Incidentally, in conjunction with this section 336 (a), 
the representatives of the CIO-AFL had some recommendations as to 
another manner of handling this question of wage differentials and 
cost differentials. It might be well if you would, in answering my 
question with regard to section 336 (a), study the technique they sug- 
gest which may be better, or suggest any technique that you might 
whereby we can bring to bear in these trade agreements the differentials 
between cost, particularly in labor. 

Another proposal has been made which I think is incorporated in 
the Eberharter bill, on which we have not held hearings. Many wit- 
nesses have mentioned a proposal which was one of the recommenda- 
tions in the Randall Commission, the trade adjustment provisions, to 
try to take care of these cases of injury, particularly the industries 
and labor which lost their jobs to imports, through retraining pro- 
grams and so forth. I do not believe you have testified as to your views 
on that, or have you ? 

Secretary Werks. No; I think not, but I am glad to say this, Mr. 
Curtis: 
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The proposals that I have seen encompass a wide variety of actions, 
most of which are presently available. We have a list of those that 
are available, with three exceptions that are not at the moment avail- 
able. One is a recommendation that unemployment compensation be 
increased; one that the retirement age be lowered; and the other pro- 
vided for rapid tax amortization. 

Mr. Curtis. For industries involved ? 

Secretary Werks. Yes; industries and workers involved. 

This is a time-consuming subject. The Randall Commission spent 
a great deal of time and was no table to come forward with any satis- 
factory solution, and, as I say, with all the suggestions in this area 
that have been made, we think the Government today is in a position 
to take care of all these suggestions with the exception of these three 
that I have just enumerated. 

Mr. Curtis. Your opinion would be that, without further study, we 
should not attempt to go into this area ? 

Secretary Werks. I take somewhat of a dim view of the practica- 
bility of doing it at this time. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on a point raised by Repre- 
sentative Curtis :) 


Under section 336 (a) of the Tariff Act of 1930 (as under a similar provision 
in the 1922 act) the Tariff Commission is instructed to investigate costs of 
production here and abroad and to recommend tariffs which will equalize these 
costs. 

There are a number of problems in this approach to tariff ratemaking. In 
the first place, if the method were applied generally, it would eliminate the 
basis of international trade. We export things which are produced here at 
less cost than abroad and we import things foreign countries produce at less 
cost than we or which we do not produce at all. But aside from this, the Tariff 
Commission’s experience in conducting cost-of-production investigations has dem- 
onstrated certain practical limitation on such a procedure. Cost information 
is frequently unavailable—especially on foreign products, and data from dif- 
ferent countries are often not comparable. Moreover, the investigations fre- 
quently take years to complete, during which time the cost factors involved may 
have changed. 

If it is difficult to conduct such investigations on a quite limited number of 
individual products over a long period of time, it seems almost impossible to 
conduct cost-of-production investigations on hundreds of products simultaneously 
in preparation for particular tariff negotiations. If such investigations were 
a prerequisite to negotiation, the scope of our agreements would have to be 
severely limited and correspondingly fewer benefits would be obtained. 

Usually, concern over international cost differences centers chiefly on wage 
rates. A fairly clear case where wage differentials constitute an unwarranted 
competitive advantage is one in which wages in a particular industry are sub- 
stantially below accepted standards in the exporting country. To meet this 
type of problem the administration, acting upon a Randall Commission recom- 
mendation, has adopted the policy of generally refusing to negotiate tariff 
reductions on products made by workers receiving wages substandard in the 
exporting country. 

Under a proposal recently advanced by the AFL-CIO in testimony before 
this committee, United States tariff concessions on products of industries in 
which unfair labor standards exist in the exporting country would be granted 
only for a limited time and their continuance would be conditional upon sincere 
efforts in the exporting country to eliminate the unfair standards. Acceptance 
of this recommendation would involve difficult problems in determining whether 
sincere efforts to improve conditions had been made in individual cases. I 
believe that continuation of the present policy of withholding particular con- 
cessions and our support of efforts made by groups such as the ILO to promote 
the adoption of fair labor standards achieve the purpose contemplated by the 
AFL-CIO proposal. 
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It is our feeling, therefore, that any elaborate, item-by-item examination of 
production costs on hundreds of individual commodities in connection with tariff 
negotiations would be unworkable, and would not yield any substantial amount 
of new information useful in this context. In preparing for tariff negotiations 
the trade-agreements organization gives detailed consideration to the factors 
affecting the competitive positions of products involved. Moreover, the admin- 
istration’s gradual, selective approach to tariff reductions, the Tariff Commis- 
sion’s peril-point determinations (which are designed to avert serious injury 
whatever the cause) and the availability of the escape clause all serve to assure 
that our trade-agreement concessions do not result in jeopardizing domestic 
industries regardless of what individual cost factors might be. 

Mr. Curtis. I do, too, incidentally. I happen to think that if we 
would do something on 336 (a) and get these cost differentials in 
there, we might find that the tariff is probably the most liberal and 
the easiest way to handle this situation. 

I think you have answered this question, but, as I understand it, as 
a policy matter you do not object to tariff for revenue purposes? After 
all, we did collect about $700 million in revenue last year from tariffs, 

As far as tariff as a revenue measure is concerned, you have no ob- 
jection ? 

Secretary Werks. I personally have none. I have not given much 
thought to that. It is in the area of the Treasury responsibility, but 
personally I have no objection to it. 

Mr. Curtis. You would not, because if it were solely for revenue it 
would not have these economic implications. It would then come 
under your department. 

I think you can have a tariff for revenue, or you can have it for 
differential, which happens to be my viewpoint. And, third, you 
could have it for protection. 

Secretary Wenxs. Yes, sir. 

Mr. Curtis. This is a little complicated, but I think it is very im- 
portant in view of the Russian declaration of economic war, and I 
guess they did declare an economic war. 

On the national security situation I am just wondering whether it 
would not be well if we had more flexibility in our powers to negotiate 
trade agreements, and, in particular, I am thinking of the most-fav- 
ored-nation clause. As it is now, we cannot deal very well with a 

articular nation on an ad hoc situation because we become involved 
in extending those same privileges elsewhere. 

I have been wondering whether it might not be a good idea, solely for 
ad hoc situations vis-a-vis this Russian threat, to have a provision that 
would enable us to deal directly with a particular nation on a partic- 
ular aspect of trade without having those same benefits given to all 
other nations under the most-favored-nation clause. 

Secretary Werks. We do not give those beuefits to Russia or bloc 
countries. 

Mr. Curtis. I understand that, but let me give you an example. 

It did not actually happen, although I thought it would; it could 
have. It is the situation in Iceland. It could have easily developed 
where, for military or other reasons, we would want to have a special 
concession given to Iceland but would not want to have that same con- 
cession granted to the other fishing nations because of the peculiar mil- 
itary-diplomatic situation of the country. 

I can give you another possibility in the Sudan, with their cotton 
crop. It may be that we would want to be able to make an exception 
sedee section 22 of the Agricultural Act so that we could have an ad 
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hoc arrangement with the Sudan. I am wondering if you have given 
any thought to whether or not some of these tools that we have in our 
trade armory should be more flexible than they are. 

Secretary Weexs. Of course, in the case of Iceland, its position 
from a national security standpoint was important. 

Mr. Curtis. Yes; it was. 

Here is the hypothetical case, and I hate to use any particular coun- 
try except that Iceland does illustrate it. 

Their primary economy is fishing. But so is that of Norway and 
Denmark and Canada and Japan. We might be hampered in trying 
to reach an agreement with Iceland because of the fact that we know 
that if we granted a concession to Iceland that same concession would 
have to be granted to all these other nations, and I am just wonder- 
ing whether, if it were solely limited to a military or diplomatic 
situation, it might be advisable that we have these powers. 

Secretary WrereKs. The most favored nation clause is provided in the 
1934 act, but I think this is something that is a very constructive 
thought, and we ought to study it. We will study it and report on it. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on a point raised by Repre- 
sentative Curtis :) 


The question involves one of the most basic principles of American com- 
mercial policy. The principle of nondiscrimination in trade relations has been 
a general policy of the United States throughout its history. In order to 
ensure that our exports are accorded equality of treatment in foreign markets 
the United States has sought, since 1923, to incorporate the unconditional form 
of the most-favored-nation commitment in all of its commercial treaties and 
trade agreements. At present the United States is a party to treaties or 
trade agreements with 73 countries providing for unconditional MFN treat- 
ment in custom matters. 

In the Trade Agreements Act of 1934, the unconditional MFN provision 
was specifically made a part of United States domestic law. The act provides 
that the rates of duty negotiated in trade agreements shall be extended to 
all foreign countries except that the President may suspend the application 
of such rates to any country which he finds is discriminating against American 
goods. Under section 5 of the Trade Agreements Extension Act of 1951, MFN 
treatment has been withdrawn from the U. 8S. 8S. R. and countries dominated 
or controlled by the world Communist movement. 

With the exception of the preferential treatment accorded products of Cuba 
and the Philippines, it is therefore our established policy, as reflected in inter- 
national agreements and domestic legislation, not to discriminate against the 
commerce of other free-world countries. Experience has proven this to be 
a prudent policy which eliminates the friction and ill will resulting from 
exclusive tariff arrangements. When arbitrary discrimination is permitted the 
conditions are established for troublesome controversy, reprisal, and retalia- 
tion which have a disruptive effect on world trade. 

If an exception were made in our MF'N policy to permit the granting of 
exclusive concessions to particular countries in order to counter offers of 
Soviet trade as they arise, the threat of unpredictable discrimination would be 
held over all of our free-world trading partners. Of equal importance, the 
same threat would face all of our own United States exporters, since we could 
reasonably expect our trading partners eventually to follow the example we 
set. Surely, the adverse effects of such an arrangement and the ill will en- 
gendered would outweigh any possible benefits. 

The problem of coping with trade conducted upon political rather than com- 
mercial considerations is, of course, a difficult one. The Soviet Union’s recent 
trade offensive emphasizes the national security aspect and it may well be 
that special solutions will be required in certain cases. However, in providing 
methods to deal with these exceptional situations we should try to avoid measures 
which would tend to destroy the framework of rules upon which a successful 
trading system depends. 
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Mr. Curtis. I appreciate that very much. 

T have just one final question to clarify. 

Under Mr. Boggs’ questioning I think it was pointed out that we 
had gotten some concessions or were permitted to ship certain agri- 
cultural products into some European countries. Was that done 
under the GATT, or was that done by bilateral treaty, or how was that 
done, because most of those countries have similar provisions to our 
section 22 of the Agricultural Act which keeps agricultural products 
out of the area of negotiation. There are Germany and Austria. 

Secretary Weeks. I am advised that was under the GATT. 

Mr. Curtis. It was under the GATT ? 

Secretary Werks. Yes, sir. 

Mr. Curtis. This is just testimony as to what concessions were 
granted. Before they were granted was the agricultural product 
situation frozen in those countries so that we could not ship in any- 
thing ? 

Mr. Kearns. There were varying degrees of limitations on products 
in the countries. It was not an overall concession but rather a relaxa- 
tion or removal of restrictions on particular products. It allows us 
to ship in those particular items and the effectiveness has been in those 
particular countries that are enumerated. 

Mr. Curtis. Thank you. 

Thank you, Mr. Chairman. 

Mr. Grecory. Mr. Secretary, Mr. Ikard will inquire, please. 

Mr. Ixarp. Mr. Secretary, I gathered from our very brief con- 
versation a moment ago that you are not yet in position where you 
could discuss whatever plan it might be concerning oil imports. Is 
that correct ? 

Secretary Werks. That is correct, I am sorry to say. 

Mr. Ixarp. I understand that the nature of the plan probably would 
be released tomorrow. Is that correct? 

Secretary Weeks. I am hopeful that it will be. I have been hoping 
it would be before this. I believe it will, but I cannot guarantee it. 

Mr. Ixarp. I understand that. 

Mr. Chairman, at the Secretary’s convenience, I would like to ask 
unanimous consent that the committee meet tomorrow afternoon, and 
our meeting be limited to a discussion of this proposal that is forth- 
coming. 

Mr. Grecory. Would it be convenient to you, Mr. Secretary, to meet 
at 2 o’clock tomorrow afternoon ? 

Secretary Weeks. In the first place, I think it would be well if I 
could advise the committee the first thing in the morning as to whether 
or not any announcement will be made. And, secondly, tomorrow 
afternoon at 2 o’clock I have a rather important engagement involving 
several people from out of town. 

Mr. Ixarp. Assuming that it is released, Mr. Secretary, how about 
3 o'clock? I do not think this would take very long. I think probably 
an hour would be all. 

Secretary Weexs. Would it be possible to make it a little later, 
maybe? Would 4 be too late? 

Why don’t I talk with the chairman in the morning? 

Mr. Ixarp. You talk with the chairman, and I would like to get 
unanimous consent that, if it is convenient for the Secretary, we meet 
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to consider this matter, Mr. Chairman, preferably tomorrow, if the 
announcement is released. 

Mr. Simpson. Will the gentleman yield? 

Mr. Ixarp. Yes, sir. 

Mr. Surson. I assume the point is that the gentleman does not 
want this committee to adjourn finally on this subject until the Secre- 
tary has the opportunity to come back and explain the decisions which 
they reach. Is that the purpose of the request ? 

Mr. Ixarp. That is correct, Mr. Simpson. I think it is a very im- 
portant matter and one that the committee should have an opportunity 
to develop before we conclude these public hearings, and that is the 
pers of my request, as you put it. 

Mr. Srvrson. In view of the uncertainty of the time, it would be 
satisfactory to me, I am sure, if we adjourned subject to the call of the 
Chair, and worked it out with the Secretary. 

Mr. Ikarp. Would that be all right to the Secretary, just to make it 
subject to the call of the Chair, and you and the chairman work out 
the time that would be convenient to you and to the committee ? 

Secretary Werks. By all means; yes, sir. 

Mr. Greoory. Is there objection to the request ? 

The Chair hears none. 

Mr. Ixarp. Mr. Chairman, I would like, if I may, to request that 
no meeting be called on Friday because it may be necessary that I be 
out of the city on that day, and I think, for obvious reasons, I would 
like to be present. 

Mr. Grecory. We have hearings Thursday and Friday on another 
subject. 

Mr. Ixarp. That is right. 

Secretary Wrrexs. Mr. Chairman, may I make a correction in the 
record ? 

This morning I made the statement that some of the Japanese 
hardwood importations had coniferous core. It has been alleged that 
some of the imports do have such cores, but I am advised that we know 
of no proof of the statement either way, and if that could go in the 
record in that manner I should appreciate it. 

Mr. Stupson. Mr. Chairman. 

Mr. Grecory. Mr. Simpson will inquire. 

Mr. Srvpson. Mr. Secretary, is that tantamount to a denial that 
there is Russia lumber in the lumber imported into the United States 
by way of Japan? 

Secretary Weeks. No; I do not think so. I do not consider it so. 

Mr. Simpson. Mr. Chairman, Mr. Reed, before he left, asked if 
I would make the following statement, and, if there is a question 
involved, the Secretary may comment on it. It has to do with bicycles 
and the effects of the reduction in duty. It reads: 

Fifty percent plus 50 percent from 30 percent to 7% percent on major 
models not felt till 1952 but imports jumped to 1,170,000 in 1956, at 
which time they had captured over 40 percent of the market. 

The foreign models were being offered at approximately $10 per unit below 
competing domestic bicycles. The final increase in tariff granted fell far below 
equalizing this difference in cost, and had very little effect on imports. The 
increase by the President was substantially less than recommended by the 
Tariff Commission. 


However, the three large buyers, chain stores and mail-order houses, had 
trouble due to inferior quality on imports plus the necessity of paying for 
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foreign production when ready for shipment—additional storage and handling 
charges, et cetera, so that in 1957 they shifted their orders mainly to United 
States manufacturers, which accounts for the falloff of imports in that year. 
This situation can change overnight and again throw the domestic industry into 
heavy losses. 

In the meantime, manufacturing facilities which produced 2,800,000 units in 
1947 has faced continuous loss of business and been forced to operate on a 
reduced scale with little or no profit and 2,000 workers out of jobs. 

As long as the President can disregard the recommendations of the Tariff 
Commission and refuses to invoke a quota when that is the only effective 
remedy, there is no hope of a small industry like the bicycle manufacturers 
being able to exist. 

As a further indication of the ineffectiveness of the modest increase in duty, 
imports of the class of bicycles on which the largest increase applied continued 
to arrive in increasing volume for over a year, emphasizing that any increase 
which the President could allow would not correct the injury which resulted 
from too drastic reductions in tariff. At this late date only a reasonable quota 
would be effective. So for the past few years this industry is forced to operate 
at such a low level due to imports that it is impossible to reach an economically 
sound basis. 


I do not know whether you care to comment. It is Mr. Reed’s 
statement. 

Secretary Weeks. Mr. Simpson, the only comment I have is that we 
try to recognize the situation in the bicycle industry. We think it has 
been improved. The 1957 record shows the foreign product has about 
28 percent of the market, and the Tariff Commission is making a 
supplementary report which is due in August, and I think there is 
nothing to add to that. 

Mr. Suwpson. On my own, if I may for just a minute, Mr. Chair- 
man, I want to ask this: 

I know that when this bill gets to the floor, if it ever does get there, 
there will be considerable effort made to persuade the Congress that 
the creation of the advisory committee, of which you are the chair- 
man, Mr. Secretary, will make the operation of the trade agreements 
program better than it has been in the past. 

I would like to know, if you care to answer the question, does the 
fact that you are empow ered, as you may be emplowered as chairman 
of the advisory committee, does that in any respect whatever decrease 
the authority which the Department of State has had for some years 
in the past and has today ? 

Secretary Weeks. I think it changes the authority, in that, instet ud 
of being an operation solely conducted by State, they now have an 
equal partner with the commercial interests th: at they ohcicnay do 
not have as the Commerce Department does. I think it changes the 
situation in this way. The recommendations as to the P esident’s 
operation of the program, which he received from an interdepart- 
mental committee (the Trade Agreements Committee) under the 
chairmanship of the Department of State, were transmitted to him 
directly by that Department. Now, however, they are transmitted to 
him through the Trade Policy Committee, under the chairmanship of 
the Secretary of Commerce. This Committee can review these recom- 
mendations and make recommendations for consideration by the 
President. The Department of Commerce has commercial interests 
that the State Department obviously does not have. I think the new 
arrangement changes the situation. 

Mr. Sreson. You mean by that, Mr. Secretary, that the Depart- 
ment of State does not have as much authority since you have been 
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named to your new position as it had before you were named? That 
is what I wanted to know. 

Secretary Werks. It is hard toclearly define ee 

Mr. Simpson. It is being sold to the American people that you are 
being named, and the people trust you as the Secretary of Commerce 
to look after the business of the country. 

The question I ask is whether you have authority to control the 
Department of State in any degree, or whether it is just window 
dressing so far as actual authority with respect to making these trade 
agreements is concerned. 

Secretary Weeks. There is no authority involved. The authority 
resides in the President. But you understand the chairman of a 
committee has some opportunity to guide the operations of the com- 
mittee. I am sure of that, and I think you are, and this is not a 
window-front operation. It is something that I, as Secretary of 
Commerce, representing the business interests of the country, have 
been trying to bring about for the last 4 or 5 years, and I think it 
will be helpful. 

Mr. Stupson. Does that mean that you have authority in any respect 
to limit the authority which the Department of State has been exer- 
cising in the past in making these trade agreements? Can you limit 
it in any sense ¢ 

Secretary Weeks. We have the opportunity to advise the President 
on the composition of the delegation which conducts these reciprocal 
trade agreement proceedings. 

Mr. Stmpson. Is that an answer? That does not say whether 
you can limit the Department of State or not. I assume that you 
cannot. 

Secretary Weeks. I do not consider that definite authority is in- 
volved here where the only authority that is available is the ability 
to make recommendations to the President. I think the Commerce 
Department is in the position to exercise some influence which it did 
not have an opportunity to exercise before. 

Mr. Suwpson. Agreements have been made for some years by the 
Department of State accounting for the President. Now the President 
creates an advisory committee, and you are the chairman. 

My question is whether the authorities of the Department of State 
are in any respect curtailed by the naming of the committee of which 
you are the chairman as the advisory committee. 

I am not unreasonable. Can you answer the question or not? I 
would like to tell the Members of Congress, when that argument is 
made, that naming your committee is going to give industry repre- 
sentation, for example, in these Department of State proceedings. 

Secretary Werks. The proceeding has always been basically inter- 
departmental. The difference here is in emphasis more than in 
authority. 

I consider this a very constructive step in the operation, and I 
should be disappointed if you did not agree with me, Mr. Simpson. 

Mr. Srmpson. Will you tell me that you do not want to answer 
the question? If you do not care to, all right. 

The question is whether the powers of the Department of State, 
which has been making these trade agreements for many years, are in 
any way limited since you have been named to this committee. 
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Secretary Weeks. As I see it, the powers that have been exercised 
by the Department of State are powers delegated by the President. 
The President has seen fit to delegate to the Commerce Department 
in this new role some authority. 

Mr. Simson. Some of the authority that the Department of State 
formerly had? Do you mean that? 

Secretary Weeks. No. I mean some authority in the conduct of 
his trade policy advisory committee to bring to him conclusions. 

Mr. Suvpson. If I understand, every power that the Department of 
State has had in the past it still has because none of those powers have 
been delegated to you. Is that correct? It is a simple question. 

Secretary Werexs. They had no powers except as delegated to them 
by the President. 

Mr. Srwpson. And they were delegated many years ago. 

Secretary Wrrxs. And the President has made the Commerce De- 
partment an equal partner in this operation. That is the way I see it. 

Mr. Srupson. Now we are getting somewhere. 

That means then that you are responsible for these new agreements 
that may be written. You are responsible equally with the Depart- 
ment of State. Is that correct? 

Secretary Weeks. This committee will review the personnel of the 
delegation. It will review the instructions that come from the ad- 
visory committee and go to the delegation. It will review the GATT 
conclusions and arrangements. It will review the escape-clause rec- 
ommendations, peril-point recommendations, of the Tariff Commis- 
sion, and so on. It is in a unique, new position to exercise influence, 
I think. 

Mr. Srupson. If I understand correctly what you have said, from 
now on the Department of Commerce and the Department of State 
jointly have responsibility for these agreements and not alone the 
Department of State? 

ecretary of Werexs. Of course, there are seven departments in- 
volved in these procedures. 

Mr. Srwpson. Yes. It is generally spoken of as a Department of 
State manipulation. Was that not a proper way to characterize it? 

Secretary Weexs. The leading factors today, as I see it, are the 
State Department and the Commerce Department. 

Mr. Srarpson. Therefore, the Department of State powers have 
been cut in half by the inclusion of Commerce now as a leading factor? 

That will be a good thing for the American people to know because 
the Department of State has been most unpopular in their admin- 
istration of this act, so that, if you assure me that the Department of 
Commerce now has a 50-50 show in this thing along with State, you 
will enhance your chances of getting the bill through. 

That is all. 

Mr. Grecory. Thank you, Mr. Secretary, for your appearance. 
You and your staff have had a right busy day. 

The committee will adjourn subject to the call of the Chair. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee, for insertion in the record, the following documents relating 
to the Trade Policy Committee, which are set forth in full below: 

(a) The Executive order establishing the Committee; 
(6) Statement of functions and operations procedures; 
(c) Related public announcements.) 














RENEWAL OF TRADE AGREEMEN'S ACT 2827 


{Immediate release, Anne Wheaton, sae eT Secretary to the President, November 


THE WHITE HOUSE 


The President today issued an Bxecutive order establishing a Trade Policy 
Committee to advise and assist him in the administration of the reciprocal- 
trade program. The new order establishes a Trade Policy Committe to recom- 
mend to the President basic policies for the administration of the Trade Agree- 
ments Act. The Trade Policy Committee consists of the Secretaries of State, 
Treasury, Defense, Interior, Agriculture, Commerce, and Labor, with the Secre- 
tary of Commerce as its Chairman. 

Heretofore, recommendations on the administration of the Trade Agreements 
Act have been made directly to the President by an interagency committee 
known as the Trade Agreements Committee. These recommendations will now 
be reviewed by the new Cabinet-level Trade Policy Committee before going to 
the President. 

An important new function which will be carried on by the new Trade Policy 
Committee will be to advise the President with respect to recommendations 
by the Tariff Commission in escape-clause cases. The escape clause is a pro- 
vision of the Trade Agreements Act under which the United States may raise 
tariffs above the level estabilshed in our trade agrements if serious injury is 
threatened to American industry. 

In issuing the Executive order, the President pointed out that the reciprocal- 
trade program is now one of our most important programs in the field of foreign 
economic policy and should, therefore, be under constant consideration by a 
Cabinet-level Committee with increased responsibility in the Secretary of Com- 
merce, who is responsible for the development of foreign and domestic commerce. 


EXECUTIVE OrpDER 10741 
ESTABLISHING THE TRADE POLICY COMMITTEE 


By virtue of the authority vested in me by the Constitution and statutes, 
including the Trade Agreements Act approved June 12, 1934, as amended (48 
Stat. 948; 57 Stat. 125; 59 Stat. 410; 63 Stat. 698; 65 Stat. 72; 69 Stat. 162; 19 
U. S. C. 1851-1354), it is ordered as follows: 

SEcTION 1. There is hereby established the Trade Policy Committee, consisting 
of the Secertary of State, the Secretary of the Treasury, the Secretary of De- 
fense, the Secretary of the Interior, the Secretary of Agriculture, the Secretary 
of Commerce, and the Secretary of Labor, or of alternates designated by them. 
Such alternates shall be officials who are required to be appointed by the Presi- 
dent with the advice and consent of the Senate. The Secertary of Commerce 
or his alternate shall be the Chairman of the Committee. The Committee may 
invite the participation in its activities of other Government agencies when 
matters of interest thereto are under consideration; provided that such parti- 
cipation shall be limited to the heads of-such agencies, or their alternates who 
ure required to be appointed to office as above described. 

Section 2. The Trade Policy Committee shall make recommendations to the 
President on basie policy issues arising in the administration of the trade-agree- 
ments program, which, as approved by the President, shall guide the Interde- 
partmental Committee on Trade Agreements established by paragraph 1 of 
xxecutive Order No. 10082 of October 5, 1949 (hereinafter referred to as the 
Trade Agreements Committee), in carrying out its functions. 

Secrion 3. Each recommendation made by the Trade Agreements Committee 
to the President, together with the dissent of any agency, shall be transmitted 
to the President through the Trade Policy Committee, which shall submit to the 
President such advice with respect to such recommendation as it may deem ap- 
propriate. The said Executive Order No. 10082 is hereby amended accordingly. 

Section 4. The Trade Policy Committee shall make recommendations to the 
President as to what action, if any, he should take on reports submitted to him 
by the United States Tariff Commission pursuant to section 7 of the Trade Agree- 
ments Extension Act of 1951, as amended (65 Stat. 74; 67 Stat. 472; 69 Stat. 
166), and pursuant to Executive Order No. 10401 of October 14, 1952. 

Secrron 5. Agencies of the Government shall furnish the Trade Policy Com- 
inittee available information upon request of the Committee therefor for use 
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in connection with the carrying out of the functions conferred upon the Com- 
mittee by this order. 
Dwieut D. EISENHOWER. 
THe WHITE Hovss, 
November 25, 1957. 


(Published in Federal Register, issue of November 27, 1957, vol. 22, Federal Register, 
p. 9451.) 





[Department of Commerce, Office of the Secretary, Washington, D. C., for immediate 
release Monday, November 25, 1957] 


SECRETARY WEEKS ISSUES STATEMENT ON TRADE POLICY COMMITTEE 


Following the announcement by the White House that the President had 
established a Trade Policy Committee, composed of seven Cabinet members, to 
advise and assist him in the administration of the reciprocal trade program, 
Secretary of Commerce Sinclair Weeks, Chairman of the Trade Policy Com- 
mittee, said: 

“A major objective of the new Cabinet Committee will be to strengthen the 
American economy through the sound and vigorous development of world trade. 

“International trade is not something apart from American industry or a 
substitute for it. Rather, it is a projection and an aid to American industry 
and commerce. Hence, its healthy development both safeguards the Nation's 
economy from weakening influences and provides increasing opportunities for 
expanded business and employment. 

“Instead of creating hazards to domestic business, its proper development 
strengthens the economy and thereby helps all business and those employed by 
business. 

“Among the new steps to promote the reciprocal trade program are the fol- 
lowing ° 

“(1) A policy-recommending unit at Cabinet level reflecting widespread re- 
sponsibilities in foreign economic policy and domestic affairs. 

“(2) Since 1934 in interagency committee known as the Trade Agreements 
Committee has made recommendations to the President on the administration 
of the Trade Agreements Act. Such recommendations will now be reviewed by 
the Cabinet Committee before going to the President. 

“(3) An extremely important new function assigned to the Cabinet Committee 
is to advise the President on action to be taken by him on recommendations 
by the Tariff Commission in escape-clause cases. The President thus will 
receive counsel reflecting a wide scope of experience and responsibility. 

“The new arrangement is another demonstration of the importance which the 
administration places on the development of vigorous trade programs with a 
favorable impact on the entire economy. It will be a sort of ‘watchdog’ group, 
giving constant consideration to the progress of the Nation’s reciprocal trade 
program.” 





[Department of Commerce, Office of the Secretary, Washington, D. C., for release in Monday 
a. m.’s, January 138, 1958] 


Secretary of Commerce Sinclair Weeks today announced that the Trade Policy 
Committee with the approval of the President has adopted a statement of func- 
tions and operating procedures. 

The statement is set forth in a memorandum for the President signed by the 
Secretary as Chairman of the seven-member Cabinet Committee. 

The President, in issuing the Executive order (November 25, 1957) establish- 
ing the Committee, stated that it would advise and assist him in the administra- 
tion of the reciprocal-trade program. 

The President also pointed out that “the reciprocal-trade program is now one 
of our most important programs in the field of foreign economic policy and 
should, therefore, be under constant consideration by a Cabinet-level committee 
with increased responsibility in the Secretary of Commerce, who is responsible 
for the development of foreign and domestic commerce.” 

Memorandum as approved by the President is attached. 
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THE SECRETARY OF COMMERCE, 
Washington, D. C., January 10, 1958. 

Memorandum for the President 

As Chairman of the Trade Policy Committee, established by Executive order 
of November 25, 1957, this is to inform you that the Committee has adopted the 
following statement regarding its functions and operating procedures. The 
statement has been approved by all of the members of the Committee—the Sec- 
retaries of Commerce, State, Treasury, Defense, Interior, Agriculture, and 


Labor. 
FUNCTIONS OF THE TRADE PoLICy COMMITTEE 


The functions assigned to the Trade Policy Committee by the Executive order 
of November 25, 1957, establishing the Committee are to (1) make recom- 
mendations to the President on basic policy issues arising in the administration 
of the trade-agreements program, which, as approved by the President, shall 
guide the interdepartmental Committee on Trade Agreements; (2) advise the 
President with respect to the recommendations made by the Trade Agreements 
Committee to the President; and (3) make recommendations to the President as 
to what action he should take on escape-clause reports submitted by the Tarift 
Commission. 

In carrying out these functions, the Trade Policy Committee will be con- 
cerned, therefore, with the following types of activities among others: (1) Rec- 
ommendations with respect to tariff negotiations, including compensation cases, 
(2) review and recommendations in escape-clause cases, (3) recommendations 
in certain other tariff matters such as the use of the Geneva wool reservation, 
(4) recommendations on United States positions with respect to any voluntary 
export arrangements of foreign countries, and (5) recommendations on other 
policy issues arising in the administration of the Trade Agreements program 
including all policy position papers for the GATT. 

In connection with tariff negotiations the Trade Policy Committee will be re- 
sponsible for recommendations to the President regarding the initiation of tariff 
negotiations including the timing, preparations, and policy with respect to ad- 
herence to the peril-point findings. The Committee will review the recommenda- 
tions of the Trade Agreements Committee regarding the list of items to be con- 
sidered for tariff negotiations and will forward the list with comment to the 
President. The final list of items recommended by the Trade Agreements Com- 
mittee for tariff negotiation, together with the tariff concessions proposed to be 
offered and sought, will be transmitted to the President through the Trade Pol- 
icy Committee which will submit to the President such advice as it may deem 
appropriate. The Trade Policy Committee will be consulted on the proposed 
composition and membership of the delegation to the GATT and submit to the 
President such advice thereon as it may deem appropriate. 

When it becomes necessary to modify or withdraw a tariff concession, as under 
an escape-clause action, recommendations for compensatory tariff reductions 
will be reviewed by the Trade Policy Committee. Similarly, when other coun- 
tries withdraw tariff concessions, reeommendations regarding compensation to be 
sought by the United States, as well as the adequacy of compensation offered, 
will be reviewed by the Trade Policy Committee. Such recommendations of the 
Trade Agreements Committee will, after such review, be transmitted to the 
President through the Trade Policy Committee, which will submit to the Presi- 
dent such advice thereon as it may deem appropriate. 

It will be the responsibility of the Trade Policy Committee to review the re- 
ports (findings and recommendations) of the Tariff Commission submitted to 
the President relating to escape-clause cases and relating to review of prior 
escape-clause modifications of tariff concessions; and the Trade Policy Com- 
mittee will make recommendations to the President as tou what action he should 
take on such reports. 

The Trade Policy Committee will also consider and formulate such recom- 
mendations as it may deem appropriate in certain other matters, such as the 
Geneva wool reservation. 

In these matters the Trade Policy Committee will have the responsibility of 
submitting to the President its analysis of the issues involved, together with 
its recommendations. Whenever the members of the committee are not unani- 
mous, the report shall state the several recommendations and the points of dis- 
agreement upon which the differences rest. In carrying out these responsibili- 
ties, in particular matters, the Committee should request and consider the writ- 
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ten views of other interested departments or agencies not represented on the 
Trade Policy Committee, and may invite their personal participation, as appro. 
priate. 

The Trade Policy Committee will review policy position papers and instruc- 
tions for the United States delegation at the annual meetings and intersessional 
meetings of the GATT, and submit to the President such advice with respect 
thereto as it may deem appropriate. Whenever the members of the Committee 
are not unanimous, the report shall state the several recommendations and the 
points of disagreement upon which the differences rest. 

It is recognized that the emphasis which will be given by the Trade Policy 
Committee to various problems within the functions assigned to it by the Presi 
dent may need to be reconsidered from time to time in the light of its operating 
experience. 


OPERATING PROCEDURES OF THE TRADE POLICY COMMITTEE 


Escape clause action 


From time to time the Tariff Commission will present a report for presidential 
action. The Executive Secretary of the Trade Policy Committee will receive 
these reports and circulate copies to each member of the Committee. There- 
after, a meeting of the Committee will be convened for discussion of the Tariff 
Commission report and the various views submitted. The product of this meet- 
ing will be a report to the President presenting the comprehensive viewpoint of 
the Committee, including concurring and divergent views. ‘The report will in- 
clude a specific recommendation for Presidential action. 


Review of Trade Agreements Committee recommendations 


All recommendations to the President from the Trade Agreements Com- 
mittee will be sent to the members of the Trade Policy Committee with the 
request that the Trade Policy Committee member inform the chairman of any 
wishes and views regarding the interest that the Trade Policy Committee should 
take in the Trade Agreements Committee proposal. Such information from the 
Trade Policy Committee member must be received in the Office of the Trade 
Policy Committee within 5 working days unless a diflerent submission period is 
provided with respert to a particular matter. If one or more protests or diver- 
gent views are received upon any Trade Agreements Committee recommenda- 
tion, the Trade Policy Committee will be convened to discuss such matter. At 
the conclusion of such discussions, the Trade Policy Committee will prepare a 
report to the President showing the concurring and divergent views as well as its 
specific recommendation. 


Recommendation on basic policy issues 


From time to time the Trade Policy Committee will be presented with prob- 
lems relating to basic policy decisions as contemplated by the Executive order. 
These subjects, in the form of proposals, shall be circulated to all members of the 
Trade Policy Committee and meetings will be held promptly at the request of any 
member of the Trade Policy Committee, culminating in a report to the Presi- 
dent indicating concurring and divergent views and with specific recommenda- 
tions for Presidential action. 

At the request of any member of the Trade Policy Committee, the Commit- 
tee will be convened to discuss any policy issue, which may arise in the ad- 
ministration of the trade-agreements program. ‘To facilitate the task of se 
lecting policy issues for Trade Policy Committee consideration, all documents 
of the Trade Agreements Committee (e. g., position papers for GATT meetings) 
will be transmitted to the executive secretary of the Trade Policy Committee for 
circulation to its members. 


Staff Operation 


The staff of the Trade Policy Committee will include an executive secretar) 
of the committee located in the Department of Commerce. 


SINCLAIR WEEKS, 
Chairman, 'l'rade Polley Committee. 


(Whereupon, at 5:05 p. m., the committee adjourned subject to 
the call of the Chair.) 
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APPENDIX 


(The following material was submitted to the committee :) 


DEPARTMENT OF STATE, 
Washington, D. 0., March 12, 1958. 
Honorable W1LBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives. 


Deak Mr. Mitts: During the course of the public hearings on the renewal of 
the trade agreements legislation February 25, a question was raised regarding 
the purchasing practices of the central electricity authority of the United 
Kingdom and you requested this department to supply information on this sub- 
ject for insertion in the record. 

In response to this request we have prepared the enclosed memorandum 
which we hope will help to clarify this matter. 

Should you desire any additional information, please let us know. 

Sincerely yours, 
WILtiaM B. Macomser, Jr., 
Assistant Secretary. 


UNITED KINGDOM GOVERNMENT PROCUREMENT PoLicIEs WiTtH ResPect To Hravy 
ELECTRICAL EQUIPMENT 


Attention has been drawn to certain passages in a report of the results of 
an investigation of the electrical supply industry which was made by a British 
governmental committee of inquiry and a question has been raised whether the 
central electricity authority of the United Kingdom accepts foreign bids. 

The passages in question are contained in a document entitled “Report of 
the committee of inquiry into the electrical supply industry, presented by the 
Minister of Fuel and Power to Parliament by command of Her Majesty January 
1956.” They are as follows: 

“429. We have described in paragraphs 116-119 how the authority tried to 
overcome the trade agreements by direct allocation of contracts in order to get 
keener tenders, and how they have now abandoned such attempts in favor of 
open tendering. In the light of this situation we have therefore been con- 
cerned to ascertain why the central authority, before accepting the situation 
and paying the price, did not seek an escape by inviting tenders from abroad. 
We have been told by the authority that it would be unwise for the electricity 
supply industry to be dependent upon foreign manufacturers for spares and 
maintenance. This is a perfectly proper factor to take into account. But we 
were also told that the authority through their membership of the heavy elec- 
trical plant consultative council considered that the government would look 
with disfavor on any proposal by the central authority to go abroad for heavy 
electrical plant. It does not surprise us that the heavy electrical plant con- 
sultative council, which consists in the majority of plant manufacturers them- 
Selves, would find it unwelcome if their principal home customer went abroad 
for major plant items, especially as their prestige in the export field might suffer. 
Nevertheless there have been 1 or 2 occasions when the central authority 
were obliged to go abroad for some small equipment because of shortages at 
home. There may well be reasons in the national interest, e. g. for balance of 
payments reasons, why the nationalized electricity supply industry should be 
required to confine its purchases to this country. But we wish to challenge the 
central authority’s attitude that they would not consider it desirable to invite 
foreign tenders for major plant items because they thought that it would not 
be in the national interest to do so. 9831 
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“430. We have inquired into this matter and find that no question of the 
central authority purchasing from abroad was raised formally at any time at 
the heavy electrical equipment plant consultative council. Even if it had been, 
the opinion of the council, having regard to its composition, would not neces- 
sarily represent the opinion of the government. If the authority, in order to 
induce home manufacturers to be more competitive, had felt it necessary to make 
purchases from abroad, they should have ascertained the policy of the govern- 
ment by approach to the Minister. We understand that they never did so. 

“431. If on commercial grounds the boards consider that the invitation of for- 
eign tenders would induce keener trading from home manufacturers, they should 
invite such tenders unless they have a clear instruction from the Government 
that such a course must not be taken. The responsibility of the industry is 
to generate electricity as cheaply as possible. The determination of the na- 
tional interest is the responsibility of the Minister and Parliament. If the 
boards consider in any context that what their commercial interest requires may 
conflict with the national interest as they conceive it, they should seek the 
guidance of the Minister. But to seek to interpret for themselves where the 
national interest lies can only confuse the boards, weaken their commercial 
zeal and enterprise and, in the present case, deprive them of their full bargain- 
ing strength.” 

It is clear from the foregoing that the committee was critical of the attitude 
of the Central Electricity Authority and recommended under paragraph 95 of the 
conclusions and recommendations as follows: 

“95. The electricity boards should seek the best and cheapest plant, taking 
maintenance and servicing into account, irrespective of origin. They should 
not circumscribe their own commercial freedom to buy in the most advantageous 
market by assuming limitations of the national interest which have not been 
directly determined by the Minister (paragraphs 429-431) .” 

The Department of State has been informed by the British Embassy that the 
Minister of Fuel and Power subsequently notified the chairman of the Central 
Electricity Authority that the Government did not wish to prevent the Authority 
from inviting tenders from firms in the United States and that the Authority has 
informed certain United States firms of its willingness to invite tenders from 
them for heavy transformers. 

The Department of State has also been advised that these firms did submit 
bids with respect to 120 MVA auto transformers thereafter. 





Unitev States TarirF COMMISSION MEMORANDUM FOR THE SENATE COMMITTEE 
ON FINANCE ON SENATE RESOLUTION 236, 84TH CONGRESS 


Senate Resolution 236 would direct the Tariff Commission to make “an 
immediate investigation pursuant to section 7 of the Trade Agreements Exten- 
sion Act of 1951, as amended, to determine whether any textile or textile products 
are being imported into the United States in such increased quantities, either 
actual or relative, as to cause or threaten serious injury to the domestic industry 
producing like or directly competitive products.” 

The Commission has given consideration to the problems with which it would 
be confronted in attempting to comply with such a directive. The Commission 
believes that the proposed resolution would impose upon it a task of such mag- 
nitude that the Commission could not complete any substantial part of it within 
the time limitation of 9 months prescribed by section 7 of the 1951 Extension 
Act, as amended. The Commission also believes that the task involved would 
impair its ability to discharge effectively its statutory responsibilities with re- 
spect to other matters, and that the objectives sought in the proposed resolution 
can better be achieved in other ways. 


Provisions of section 7 of the Trade Agreements Extension Act of 1951, as 
amended 

Virtually all of the foreign trade agreements concluded by the President under 
the authority of section 350, Tariff Act of 1930, as amended and extended, con- 
tain an “escape clause” which permits him to modify or withdraw tariff conces- 
sions in such trade agreements under conditions which are set forth in section 7 of 
the Trade Agreements Extension Act of 1951, as amended. Section 7, as amended, 
prescribes the procedure for investigations by the Tariff Commission— 
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“* * * to determine whether any product upon which a concession has 
heen granted under a trade agreement is, as a result, in whole or in part, 
of the duty or other customs treatment reflecting such concession, being im- 
ported into the United States in such increased quantities, either actual or 
relative, as to cause or threaten serious injury to the domestic industry pro- 
ducing like or directly competitive products.” 

The recitals in the resolution make reference to the “textile industry” of the 
United States. It must be borne in mind, however, that within the contemplation 
of section 7 of the Trade Agreements Extension Act of 1951, as amended, the 
domestic producers of products like or directly competitive with imported “textile 
or textile products” comprise not a single “textile industry” but numerous in- 
dustries.* Even in the usual escape-clause investigation where a single class 
of imported goods is involved, the determination as to which domestic producing 
organizations are involved and which portion or subdivision of these organza- 
tions constitutes the “domestic industry” producing products “like or directly 
competitive” with the particular imports is often a matter of considerable com- 
plexity. This complexity would be multiplied many times if the Commission 
were required to investigate literally hundreds of closely related tariff classes 
describing imported “textile or textile products” and to identify each commer- 
cially significant imported article, the like or directly competitive domestic 
article, and the portion or subdivision of the domestic producing organizations 
which constitutes the “domestic industry” involved. Some idea of the com- 
plexity and size of the task that would be involved in complying with Senate 
Resolution 236 may be obtained by referring to the table in appendix A of this 
report. This table shows the principal categories of textiles and textile products 
provided for in schedules 9, 10, 11, 12, 13, and paragraphs 783 and 1529 of the 
Tariff Act of 1930. These provisions are often referred to as textile provisions 
of the tariff act. 

To illustrate some of the aforementioned problems, attention is directed to 
countable cotton cloths which are dutiable under paragraphs 903, 904, and 905, 
of the tariff act, as modified, on the basis of average yarn number and according 
to whether the cloth is unbleached, bleached or printed, dyed or colored; whether 
the cloth contains a woven figure and, if so, whether woven with fewer or more 
than 8 harnesses, etc., and with 2 or more colors or kinds of filling; and whether 
the cloth contains silk or rayon. Determination of the number of different im- 
port categories and the number of domestic industries producing articles that are 
“like or directly competitive’ with those import categories, which the Commis- 
sion would be obliged to investigate under the proposed resolution, would be 
difficult. In the overall treatment of all such cotton cloths would be the 
equivalent of many separate escape-clause investigations as such investigations 
have been conducted in the past. 


The detailed information required in escape-clause investigations 


The magnitude of the task that the proposed resolution would require the Com- 
mission to undertake is further indicated by the nature of the investigation 
which is contemplated by section 7 of the Trade Agreements Extension Act of 
1951, as amended. Subsection (b) of section 7 provides that in arriving at its 
determinations the Commission shall take into consideration, but not to the ex- 
clusion of other maters, the trends of production, employment, prices, profits, 
wages, sales, imports, and inventories of the domestic industries concerned.? It 
is clear in the light of this directive and of the provisions of section 7 previously 
referred to that the investigation called for by S. Res. 236 would, in effect, break 
down into a multitude of separate “investigations” in each of which the Commis- 


1Sec. 7 (e) of the 1951 Extension Act, as amended, provides as follows: 

“As used in this act, the terms ‘domestic industry producing like or directly competitive 
products’ and ‘domestic industry producing like or directly competitive articles’ mean that 
portion or subdivision of the producing organizations manufacturing, assembling, proc- 
essing, extracting, growing, or otherwise producing like or directly competitive products 
or articles in commercial quantities. In applying the preceding sentence, the Commission 
shall (so far as practicable) distinguish or separate the operations of the producing organ- 
izations involving the like or directly oe roducts or articles referred to in such 
sentence from the operations of such organizations involving other Aas aay or articles.” 

2 The ae nature of an escape-clause investigation is illustrated by question- 
naires sent by the Commission to domestic producers, importers, and others. ttached in 
appends B is a set of such questionnaires which were formulated by the Commission to 
obtain data in the current escape-clause investigation of cotton blouses. Preliminary 
indications are that the blouse questionnaires will be sent to approximately 200 manufac- 
turers and jobbers, to 200 contractors, and to 20 importers. 








sic aceon 


or a gM FERRET ee 
GAN SPEND OLLI I PE ee 


SF 


SNe SEIT ORE 





2834 RENEWAL OF TRADE AGREEMENTS ACT 


sion would have to have elaborate and detailed information on the operations of 
domestic establishments with respect to the production of narrow classifications 
of products. 

Under section 7, as amended, the Commission is obliged to publish its escape- 
clause reports immediately upon their completion. Whether or not the Com- 
mission finds the existence of serious injury or the threat thereof, the interested 
parties are entitled to a detailed report of the principal considerations upon 
which the Commission predicated its findings. 

The Commission, under section 7, submits to the President those of its reports 
in which the invocation of the escape clause is recommended. Despite the de- 
tailed treatment given to the facts in these reports, the President has in several 
instances referred such reports back to the Commission for the development of 
further information which he believed to be necessary to his decision. If, in a 
given case, the President decides to invoke the escape clause of a trade agreement, 
the officials of this Government concerned with the trade-agreements program un- 
doubtedly use the Tariff Commission’s report in support of this country’s repre- 
sentations to the other interested governments that a United States industry is in 
fact being seriously injured or threatened with such injury. 

In the light of these considerations, the Commission believes that section 7 
contemplates complete and detailed investigations and reports. The Commission 
doubts, therefore, that your Committee or the Senate would wish to impose upon 
the Commission a task of the magnitude contemplated by S. Res. 236. 


Other considerations posed by S. Res. 286 


In proceeding with investigations such as are contemplated by the proposed 
resolution, the Commission would be obligated to give attention to the following 
considerations: (a) the identification of the provisions in the tariff schedules 
under which “textile or textile products” are classified for tariff purposes; (b) 
the identification and elimination of such of these provisions as to which no 
tariff concessions are in effect under foreign trade agreements; and (c) the 
effect of the current trade-agreement negotiations now nearing completion at 
Geneva, Switzerland, which involve many “textile or textile products”. 

The scope of the investigation provided for in the proposed resolution is 
determined primarily by the meaning which attaches to the term “textile or tex- 
tile products” used therein. Precise meaning for this term cannot be found in 
administrative or judicial tariff rulings. Nevertheless, there can be little doubt 
that the term is extremely broad, and would embrace an indeterminate number 
of imported articles classified for tariff purposes in numerous provisions of the 
schedules in the Tariff Act of 1930, as amended and modified. As previously 
suggested virtually all the articles described in schedules 9, 10, 11, 12, and 13 
(the so-called textile schedules) of the tariff act, as amended, are included. In 
addition, a large number of articles described in certain of the provisions of 
schedules 2, 3, 7, and 15 of the dutiable list and of schedule 16 (free list) are 
included. 

As previously indicated, section 7 of the 1951 Extension Act, as amended, 
prescribes the procedure of determining whether the “escape clause” of a trade 
agreement should be invoked by the President for the purpose of withdrawing 
or modifying a tariff concession included in such agreement. Therefore, the 
“investigation” contemplated by the proposed resolution would not include 
“textile or textile products” which are not the subject of trade-agreement con- 
ecessions. However, as it appears that there are relatively few “textile or textile 
products” which are not subject to such concessions, this limitation would not 
appreciably reduce the number of articles covered by the proposed resolution. 

As indicated above, there is one further consideration related to the scope of 
the investigation, viz. the current trade-agreement negotiations at Geneva, 
Switzerland. The President’s list of September 21, 1955, as supplemented, of 
articles to be considered for the offering of concessions in the then proposed trade- 
agreement negotiations included many textiles and textile products. In accord- 
unce with section 3 of the Trade Agreements Extension Act of 1951, as amended, 
the Commission conducted a peril-point investigation with respect to each of 
the listed articles. The Commission’s public notice of the institution of this 
investigation indicated that a peril-point determination involved consideration 
not only of the extent to which duties may be decreased without causing or 
threatening serious injury to domestic industries concerned, but also, if increases 
in duties or additional import restrictions are required to avoid serious injury 
to the domestic industry producing like or directly competitive articles, of “the 
minimum increase in duties or additional import restrictions required.” 
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In connection with the peril-point investigation, public hearings were held 
at which interested parties were given reasonable opportunity to appear and to 
be heard. In addition, opportunity was given for the submission of written 
statements pertinent to the subject matter of the investigation. The Commis- 
sion made its peril-point determinations with respect to the textiles and textile 
products included in the list on the basis of the information obtained in the 
investigation. The report on the investigation, including the peril-point de- 
terminations with respect to textiles and textile products, was duly transmitted 
to the President for his use in the trade-agreement negotiations now being 
concluded at Geneva as contemplated by section 3 of the 1951 Extension Act. 

Several times in the past few months, following the submission of the peril- 
point report to the President, the commission has been called upon to consider 
the question as to whether an escape-clause investigation under section 7 should 
be instituted, upon application of an interested party, with respect to an article 
included in the peril-point report. In these instances, the commission expressed 
the view that it did not believe the Congress intended that section 7 investigations 
should be undertaken at a time when to do so would embarrass the President 
and interfere with or possibly frustrate his trade-agreement negotiations. The 
commission, however, furnished copies of the requests for escape-clause relief 
to the Committee for Reciprocity Information for the consideration of the 
Interdepartmental Committee on Trade Agreements, the President’s advisory 
body with respect to trade-agreement matters. 

The commission believes, therefore, that it would be premature to institute an 
escape-clause investigation at this time with respect to any “textile or textile 
products” covered by the peril-point report submitted to the President by the 
commission. The Geneva negotiations are now nearing completion and the 
results thereof should be announced by the President within a short time. 

Even if the “textile or textile products” involved in the current Geneva negotia- 
tions were excluded from the escape-clause proceedings proposed by Senate 
Resolution 236, a great many “textile or textile products” would still have to be 
investigated, and the commission would be obliged to assume under the proposed 
resolution a task equivalent to not less than a few hundred escape-clause 
proceedings of the type so far undertaken by the commission. 

The Tariff Commission’s investigative facilities 

The commission is not unmindful of the fact that S. Res. 121, 84th Con- 
gress, agreed to July 18, 1955, and referred to in one of the recitals of the 
proposed resolution, directs the Tariff Commission to keep itself currently in- 
formed regarding the impact of imports of textiles and textile products on 
domestic industry and to be prepared to act promptly on such investigations as it 
may be called upon to make under section 7 of the 1951 Extension Act, as amended. 

In pursuance of this directive, the commission is doing all that it possibly 
can to keep up to date on developments in the import trade in textiles and textile 
products and on developments in the domestic textile and textile products 
industries. The staff of the commission’s textile division, however, consists of 
9 commodity experts and 4 clerical workers. In assembling and analyzing com- 
modity and industry information the commission’s textile division, like its other 
commodity divisions, receives cooperation from the economics and statistical 
divisions of the commission’s staff. The total work of the commission’s staff, 
however, is such as to permit the assignment from time to time of only a few 
people from other divisions to work on textiles and textile products. 

With the personnel that could be assigned to the work on textiles and textile 
products, the commission could not hope, in pursuance of Senate Resolution 121, 
84th Congress, to have on hand at all times even a substantial part of such 
information with respect to every category of imports and of the like or di- 
rectly competitive domestic articles, as would enable the commission to pro- 
ceed immediately, without further investigation, to make the findings called for 
in section 7 proceedings. The commission does not consider that Senate Resolu- 
tion 121 contemplates such an extreme expansion of its work in the field of 
textiles and textile products as would permit immediate conclusion of section 
7 proceedings with respect to textiles and textile products. Such an expansion 
would have required a staff working on textiles and textile products many 
times the number that the commission has ever had engaged in work in this 
field. 

The first application for an escape-clause investigation was received by the 
commission in 1948. A total of 70 escape-clause applications have been received 
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to date. Fifty-seven investigations have been completed, 7 have been dismissed 
or terminated, and 6 are now in progress. 

The aforementioned investigations have covered such a wide range of articles 
that virtually all of the commission’s professional staff has had occasion to work 
on one or more of them. Under the proposed resolution, the commission would 
be obliged to initiate at one time the equivalent of many more escape-clause 
investigations than it has conducted over the past 8 years; and, since the pro- 
posed new comprehensive investigation would be exclusively in the textile field, 
only a small part of the commission’s staff would be technically equipped to 
work on such an investigation. 

In the circumstances, the commission—even if it had no other duties to per- 
form—could not make any reasonable progress in processing the equivalent of a 
few hundred additional escape-clause investigations on textile items within 
the time limitation of 9 months prescribed by section 7 of the 1951 Extension 
Act, as amended. At present, the commission does, of course, have other duties 
to perform and these include the completion of escape-clause investigations on 
four textile items—linen toweling, velveteen fabrics, cotton blouses, and cotton 
pillowcases. The conduct of these investigations is itself utilizing to a great 
degree the facilities that the commission has for conducting simultaneous in- 
investigations in the textiles field. There are also indications that other “in- 
dustries” in the textiles field are planning to file applications with the com- 
mission for escape-clause investigations. Any requirement that the commission 
now investigate “textiles or textile products” generally would interfere with the 
expeditious completion of such cases. 

It is doubtful that the Congress, in providing for escape-clause investigations 
by the 'lariff Commission under section 7 ever contemplated that the commission 
would be called upon to conduct simultaneous investigations on a wholesale 
seale, particularly in a single field such as textiles. No budgetary provision 
has ever been made or contemplated for such activity. With only two excep- 
tions, all escape-clause investigations thus far made by the commission have 
been initiated by private applicants whose interests were confined to a single 
item or a narrow group of items. On two occasions the Senate Finance Com- 
mittee directed the commission to institute escape-clause investigations; these 
were on (1) fluorspar and (2) lead and zinc. Since these requests did not 
come at the same time and, more especially, since they involved only a few 
items, the commission’s facilities were not overtaxed in responding to the 
directives. 

Nature and scope of Japanese competition 


Although the proposed Senate resolution does not single out for special inquiry 
any particular import item and does not allude to any particular supplying coun- 
try, the resolution does refer to the recent increase in United States imports of 
cotton manufactures—and Japan is known to account for most of the increase 
in such imports. In this connection, it is clear that increased imports, particu- 
larly from Japan, are a matter of great concern to some segments of the domestic 
textile industry. Among the imports which have increased greatly are velveteen 
fabrics, cotton blouses, and cotton pillowcases, in connection with which the 
Tariff Commission, as previously indicated, is now conducting investigations 
under section 7 upon application of the domestic industries involved. It should 
be noted, however, that an exceedingly small part of the domestic consumption 
of cotton manufactures is supplied by imports and that Japan accounts for only 
a part of such imports.* 

Despite the widespread concern that has developed about imports of textiles 
from Japan, it appears that such imports are not offering serious competition to 
most segments of the domestic textile industry. The fact that some such seg- 
ments are in a relatively strong position vis-a-vis import competition is indicated 
by the substantial export trade of the United States in textile products. The 
United States exports cotton manufactures to a far greater extent than it im- 
ports them; and the exports go principally to ecountries—such as Canada, Vene- 
zuela, the Union of South Africa, Indonesia, and the Dominican Republic—in 
which articles from the United States enjoy no preferential tariff treatment over 
those imported from other countries, including Japan. The United States exports 
some cotton manufactures even to Japan.‘ It is significant that while the United 


* The raw cotton content of those imports from Japan in 1955, for example, was equiva- 
— to only about one-fifth of the raw cotton that the United States shipped to Japan in 
that vear. 


* They were valued at $253,000 in 1954 and $281,000 in 1955. 
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States’ largest foreign market for cotton manufactures, Canada, increased its 
purchases of cotton manufactures from Japan from almost $1 million in 194 
to $4.6 million in 1955, it also increased its purchases from the United States 
in the same period from $56.1 million to $61.4 million. In terms of percentage, 
Canada’s increase in imports was larger from Japan than from the United States, 
but, in absolute terms, the increase from the United States was larger than that 
from Japan. 

While it is true that the ratio of United States imports to its expurts of cotton 
manufactures has risen during recent years—notably since 1954—that ratio is 
still very much lower than it was in the years immediately preceding World War 
IJ. For example, the ratio was 51 percent in 1955 comparéej with 95 percent 
in 1937. Moreover, the value of the United States exports of cotton manufac- 
tures was more than four times as large in 1955 as in 1937; and even after 
making due allowance for the price rise between 1937 and 1955, it is apparent 
that United States exports were substantially higher in 1955 than in 1937. 

The table in appendix A attached to this report indicates that many categories 
of imports of textiles and textile products are not supplying significant propor- 
tions of the domestic market for such products. The information given in the 
table as regards exports of some textile products also suggests that the com- 
petitive position of many segments of the domestic textile industry vis-a-vis for- 
egin producers is relatively strong. What is said here is of course not intended 
to minimize the impact of increased import competition on some segments of the 
domestic textile industry but only to call attention to the fact that such pressure 
is by no means general. From the foregoing observations, it is clear that textile 
manufacturers in Japan do not have an a“across-the-board” competitive advan- 
tage over the textile manufacturers in the United States. Such injury as may 
be caused or threatened by increased imports of textiles or textile manufacturers 
from Japan—or from any other country—is bound to be confined to a limited 
number of categories, most of which, experience has shown, will be narrow. 
Investigations of such instances of injury are, in the commission’s opinion, best 
conducted on a selective basis as circumstances warrant. For such investiga- 
tions, the commission feels that it has reasonably adequate facilities. 

The commission believes that its facilities can be most efficiently and effectively 
employed if escape-clause investigations continue generally to be made on par- 
ticular articles in response to appropriate applications. The commission will 
continue to cooperate with those who wish to file escape-clause applications by 
supplying advice and available data which will be of assistance to them in 
preparing such applications. 


CayuGA Rock Sat Co., INC., 
Myers, N. Y., April 1, 1958. 
Hon. ANTONI N, SADLAK, 
House Office Building, Washington, D. C. 


My Dear CONGRESSMAN: The Reciprocal Trade Act, H. R. 10868—this im- 
portant tariff bill is before Congress now. Hearings have and are now being 
held to extend this act for 5 years with further tariff cutting powers placed in 
the hands of the administration. 

The Cayuga Rock Salt Co., Inc., of Myers, Tompkins County, N. Y., mine 
crude rock salt—a basic raw material from which many chemicals are made 
and used in many industries and in cent years has been used to control ice 
and show on streets and highways. The promotion of rock salt for ice and 
snow control has cost the United States rock salt mining companies hundreds of 
thousands of dollars for research and education in the use of rock salt for ice 
and snow control. 

The added use of rock salt, through education and research, has created 
jobs for American miners plus the many new jobs to make rock salt spreaders 
to apply the salt on streets and highways. Added to this are hundreds of 
highway departments throughout the entire northern part of America, and this 
winter, in many of our Southern States. 

There never has been, or will be, a shortage of salt in these United States of 
America. Rock salt has always been and is now a very cheap commodity. It 
is cheaper in many cases than the rail freight rates or other types of transporta- 
tion such as trucking, etc., in America today. 

Our company, a relatively small one, as well as other American rock salt 
mining companies are being seriously hurt by the ever-increasing importation 
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of foreign rock salt. This foreign rock salt in many cases is being delivered to 
our Atlantic seaboard almost as cheap as the actual rail freight costs from our 
mine at Ludlowville, N. Y., to our Atlantic points, and to many of our central 
and northeastern parts of the United States of America by water, rail, and 
truck on an equal or lower cost than our established costs of rock salt and 
transportation costs. 

The foreign rock salt producers absorb the $0.34 per ton duty on imported 
bulk rock salt and in many cases both this $0.34 per ton duty and the transporta- 
tion costs, which in some cases are as high as $3 per ton, are also absorbed. 

The present duty on salt in bulk for export from the United States of America 
into Canada and foreign countries is $0.60 per ton. Why is this discrimination 
allowed against American industry? 

We have lost the sale of thousands of tons of rock salt in the past few years 
to this foreign market, by their lower delivered costs in most cases, and many 
on an equal cost or bid basis, to political subdivisions for ice and snow control 
on streets and highways. These foreign rock-salt producers have never spent 
one cent to promote the use of rock salt for industry or ice and snow control 
on streets and highways. The American railroads have lost many hundreds of 
dollars in revenue by this loss of salt to foreign producers. If this continues 
we will have to curtail our production, reduce our costs, which effects wages and 
our profits, which in turn lowers our tax to our Government. These foreign 
salt producers do not pay the United States any taxes nor do the employees that 
work in their foreign salt mines. 

Our present dumping. laws do not seem to be of any benefit to us. Do we 
have to become a welfare case before we can have any protection from our 
Government? I can personally present actual bid prices of these foreign salt 
producers to show the above to be based on facts, not hearsay. 

Is it too late for me to be able to present this to the House or Senate com- 
mittee—if not on the actual bill—on this dumping-act portion of the Reciprocal 
Trade Act? If this cannot be done how do we ask for an investigation by the 
Tariff Commission on this dumping of foreign salt in our market? 

We must try to have some protection or curtail our production and lay off 
many of our employees. 

I trust you can advise me on this. 

Yours very truly, 
Wma. B. WILKINSON, 
First Vice President, 
General Sales Manager. 


MACKENZIE WALTON CORP., 
Pawtucket, R. I., March 17, 1958. 
Hon. AIME J. Foranp, 
House Office Building, 
Washington, D.C. 

Dear Sir: It is my understanding that the “Trade Agreements Extension 
Act of 1958,” H. R. 10368, is currently under consideration by the Ways and 
Means Committee. 

This issue is an extremely complex one affecting both our domestic economy 
and international relations. We feel that you should be acquainted with the 
position of one small industry in your congressional district in respect to this 
legislation and its effect on the econmoy of Pawtucket and our State, if adequate 
safeguards are not provided to protect local industry against injury from 
imports. 

The Mackenzie Walton Corp. was founded in 1907, and is a small copper and 
brass tubing redraw mill serving the instrumentation manufacturers, pen and 
pencil industry, and industry in general who require seamless copper and brass 
tubing. Our average employment totals 150. Our contribution to the economic 
welfare of the community and State, both in wages and purchases of supplies 
and equipment, reaches sizable sums annually. 

Our level of employment over the years has been high and relatively stable. In 
recent months we have been forced to reduce our work force by 20 percent, and 
more recently we have initiated the 4-day workweek due to growing imports of 
brass mill products made by low-priced foreign labor. 
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Imports of copper and brass mill products totalled 108 million pounds in 1957 
as compared to 31 million pounds in 1950—an increase of 240 percent. In terms 
of the domestic market, imports have increased from 1950 to 1957 on copper 
seamless tubing from 0.9 percent to 7.6 percent and brass seamless tubing from 
1.0 percent to 16.8 percent. 

The above figures indicate the growing threat to American industry, which 
is pow accentuated by the substantial decline in domestic business. Our com- 
pany can no longer compete with imports in manufacturing tubing for the pen 
and pencil industry. Over the past few years, we estimate the loss of this 
business averaged 3 percent of our total annual product. On an overall average, 
we estimate that our sales volume has decreased 35 percent, of which we esti- 
mate 10 percent of this loss is directly attributed to loss of business due to 
imports. 

Ser reduction of the labor force and workweek can, over the past months, 
be traced to unfair competition from abroad. From our point of view, we 
support the principle of trade, not aid to friendly nations; however, industry, 
in our opinion, is limited to how far we can go in this respect. We, therefore, 
urge you to give serious thought to this problem. 

We think you should consider and either initiate, support or influence amend- 
ments to the Reciprocal Trade Agreement Act, so that relief to industries that 
can show substantial injury from imports can be granted under the escape 
clause to all dutiable items, whether or not there has been a reduction in the 
rate of duty. 

In addition, it is our opinion that the act should be amended to expand relief 
to permit the change in specific duties to ad valorem rates and increases up 
to 50 percent above aud valorem equivalents as of 1934. Our company does not 
object to competition, providing that conditions are such to allow us to compete 
on an equitable basis. 

We further suggest that the Tariff Commission be enlarged from the present 
6 members to 7 members. It is our viewpoint that it is unsatisfactory to have 
an even number on these commissions, because it is sometimes impossible to 
obtain a majority point of view. If the Commission’s findings (or facts) are 
to be final, it is almost necessary—certainly extremely advisable—to have an 
odd number on the Commission, such as seven. 

This letter is being reproduced in a communication to all our employees 
affiliated with the United Steel Workers of America, so that they may be in- 
formed on matters pertaining to their interest. 

We hope the foregoing will provide some useful information for your com- 
mittee. 

Very truly yours, 
N. W. FULTon, 
Vice President and General Manager. 


VIRGINIA FARM BUREAU FEDERATION, 
Richmond, Va., March 18, 1958. 
Hon. Burr P. HARRISON, 
House Office Building, 
Washington, D. C. 

DeaR Burr: From what I can learn of the situation, it is apparent that an 
all-out effort is being developed to prevent the proposed 5-year extension of the 
reciprocal trade program. 

For the high-tariff, restricted-trade groups, the current recession, which is 
being ballyhooed out of all proportion to its seriousness, is just exactly what 
the doctor ordered. Now, they seem to feel, we have just the same sort of 
political and economic climate that made it possible to enact the iniquitous 
Hawley-Smoot Tariff Act of 1930. 

With that act, we did “protect” our industries and our agriculture from 
“ruinous” foreign competition, but, if I recall correctly, we didn’t like the results 
very well. Prices of some principal farm crops before, during and after Haw- 
ley-Smoot should be of interest. 
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(Price in cents] 
Product 1926-30 1931-35 1946-40 
Oorn._.... bushel 77.2 48.8 61.0 
I a ie ee re gd a ee do_. 101.9 60. 0 77.2 
OO 5 ie pound 15. 38 9. 16 9. 67 
a eo aan do_. 4.46 2.5 3.4 
7. 3.9 18.6 








Obviously the Hawley-Smoot Tariff Act didn’t help American agriculture 
very much. It is equally obvious that there was marked improvement in farm 
prices following the enactment of Cordell Hull’s reciprocal trade program in 
1934. To those of us who are old enough to remember the breadlines, soup 
kitchens, and bank closings of the early thirties, it is equally plain that the 
Hawley-Smoot Act was at least as injurious to the rest of the economy as it 
was to agriculture. . 

Worse even than Hawley-Smoot’s stagnating effect on the world’s economy, 
it was no doubt the starting gun that set off the mad scramble indulged in by 
the “have not nations” to become self-sufficient, foodwise and otherwise. 

An honest man whose family lacks food will try in every legitimate way to 
sell, barter, or exchange his labor or the products of his labor, for food. Failing 
in this, however, he will resort to theft, pilferage, or robbery in order to obtain 
food which he must have to keep his loved ones from going hungry. 

Nations are made up of families and they react just the same way. Lacking 
food and the land on which to produce it, as many of them do, if they are denied 
access to abundant and reliable sources, they must of necessity take steps, 
through aggression or otherwise, to obtain it. This has been the history of 
nations ever since the Israelites invaded the land of Canaan and it will never 
be otherwise. 

This year we will spend some 45 billions of dollars on our defense program. 
With this money we are only buying time—enough of it we hope during which 
we can convince freedom-loving people everywhere that our way is better than 
the Russian way. We cannot do this if we follow policies that isolate us, 
economically, politically and militarily, from those who might otherwise be 
our friends. 

Reciprocal trade can easily be a more important factor in our survival as a 
nation than intercontinental atomic missiles, etc. Both are necessary. The 
price tag on one is $45 billion per year for which we get nothing but time— 
we hope. The price tag on a sensible reciprocal trade program is understand- 
ing and from this, all who take part will profit—both in better living standards 
and in international good will. 

We have carefully gone over the statement presented by the American Farm 
Bureau before your committee. With this we are in complete accord and we 
hope you will support this position. 

Very truly yours, 
Maury A. Hupparp, Executive Secretary. 


STATE OF PENNSYLVANIA, 
OFFICE OF THE SECRETARY, 
Harrisburg, Pa. 
RESOLUTION 


In the senate, February 11, 1957 


The increased importation of numerous products that come into competition 
with the output of factories, farms, and mines of Pennsylvania, replacing the 
products of Pennsylvania’s industries, is a‘ constant menace to the State’s con- 
tinuing economic stability. 

The lower wages paid abroad make it impossible for many of our smaller- and 
medium-sized producers to compete with imports without resorting to ruinous 
price cutting, which, in turn, would result either in financial losses or heavy 
pressure for wage reductions and outright unemployment. 
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Our national obligations have reached such extreme proportions that the na- 
tional income must be maintained at its present unprecedented high level, or 
close thereto lest we become insolvent. 

Unemployment caused by the imports of residual, oil which represented 3.43 
times the average of 45 million barrels imported in 1946, to approximately 154 
million barrels in 1956, or the yearly equivalent of 36,640,000 tons of coal; and 
unemployment caused by imports of crude oil; various types of glass, steel, alu- 
minum, brass, and zine products; pottery and chinaware; granite, tiles, cement, 
hardboard, plywood, hardware, plumbing, flat glass and other building supplies, 
lace, carpets and all kinds of woolen, cotton and synthetic fiber manufactured 
goods; leather and fabric gloves; bicycles; hydraulic turbines; machine tool and 
other machinery ; heavy electrical equipment and other electrical industry prod- 
ucts and electronics; watches, clocks, and parts; optical industry products; 
cutlery; scientific apparatus; pencils and pens; pins, clips, and fasteners; soft 
fiber; insulation board and manufactured cork products; chemicals; toys; 
mushrooms; farm, dairy, and dried milk products, wallpaper, hats and millinery, 
printing industry products; ladies handbags and leather goods; nails, wire, 
screws, bolts and nuts, and many other commodities will render the upholding of 
the economy at its high level most uncertain and difficult unless all import trade 
is placed on a fair competitive basis and the potential injury therefrom thus 
eliminated. 

Agricultural products, such as wheat, wheat flour, cotton, butter, cheese, and 
peanuts enjoy the protection of import quotas. 

A maximum of satisfactory trade results from a prosperous domestic economy 
freed from the threat of a breakdown resulting from unfair import competition: 
Therefore be it 

Resolved (the house of representatives concurring), That the General Assem- 
bly of the Commonwealth of Pennsylvania memorialize the Congress of the United 
States to provide adequate safeguards in tariff and trade legislation, including 
import quotas and an effective prohibition against dumping of imports in the 
United States; uguinst the destruction or lowering of our American standard of 
living, the labor standard of our workmen, and the stability of our economy by 
unfair import competition, and that the existing trade agreements legislation be 
amended accordingly ; and be is further 

Resolved, That copies of this resolution be transmitted to the President of the 
United States, the Vice President of the United States, the Secretary of State, 
the Secretary of the Treasury, the Secretary of Commerce, the Secretary of La- 
bor, the Secretary of Agriculture, the Chairman of the United States Tariff Com- 
mission, the Speaker of the House of Representatives, and each Senator and Rep- 
resentative from Pennsylvania in the Congress of the United States. 

I certify that the foregoing is a true and correct copy of a resolution introduced 
by Senators Paul L. Wagner, Ernest F. Walker, Arthur E. Kromer, William Z. 
Scott, Charles R. Mallery, J. Irving Whalley, Harold BE. Flack, and John T. Van 
Sant, and adopted hy the Senate of Pennsylvania the 19th day of March 1957, 
and concurred in by the house of representatives the 26th day of March 1957. 


[SEAL] (Signed) A. H. LEerz.er, 
Secretary, State of Pennsylvania. 


S. Morean SmitrxH Co., 
York, Pa., April 4, 1958. 
Hon. Wirsur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarRMAN: At the time of my appearance before your com- 
mittee on March 10, I was unable to answer certain questions which were raised 
during the course of the cross-examination and I was requested to supply the 
information to the committee at a later date. The attached supplemental state- 
ment includes this additional data and 1 most respectfully request that this 
statement be included as a part of the official record of the hearings of the 
Committee. 2 

Very truly yours, 
B. BE. Smirn, President. 
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SUPPLEMENTARY STATEMENT TO TESTIMONY PRESENTED BY B. EB. SMITH, PRESIDENT 
or 8S. Morcan SmirH Co., oN EXTENSION OF THE TRADE AGREEMENTS ACT 


In response to the request for further information from the members of the 
Committee on Ways and Means, I submit additional information as follows: 

Replies to a questionnaire indicate that 2,525 men and women are presently 
employed in the design and manufacture of hydraulic turbines in the United 
States. These people are employed by the following companies in offices and 
factories located in 6 cities in 5 States: 

Allis-Chalmers Manufacturing Co., Milwaukee, Wis. 
Baldwin-Lima-Hamilton Corp., Eddystone, Pa., and San Francisco, Calif. 
James Leffel Co., Springfield, Ohio. 

Newport News Shipbuilding & Dry Dock Co., Newport News, Va. 

S. Morgan Smith Co., York, Pa. 

In addition to the employees directly engaged in the manufacture of hydraulic 
turbines, an indeterminate, but very substantial number of people are employed 
in the production of the steel, iron and bronze castings, steel forgings and plate 
and structural steel which constitute the principal components of hydraulic 
turbines. Manufacture of this material in the factories of suppliers involves 
a large amount of labor since it is generally shipped to the hydraulic turbine 
manufacturers in a semifinished state. 

The Pacific Northwest area, comprising the States of Washington, Oregon, 
Idaho, and Montana, includes a very large portion of the remaining undeveloped 
hydroelectric sites in the United States. The total installed generating capacity 
in this area at the end of 1957 was approximately 9,148,700 kilowatts. Of this 
eapacity, 8,641,700 kilowatts, or 94.4 percent, is produced by generators driven 
by hydraulic turbines. New hydraulic turbine capacity now on order for in- 
stallation in the Pacific Northwest in the years 1958 to 1962 is approximately 
6,973,000 horsepower. Of this total, hydraulic turbines to develop 1,140,000 
horsepower, or approximately 16.4 percent of the total capacity now on order, 
are being built by a European manufacturer. 

As I set forth in my original statement, the hydraulic turbine manufactur- 
ing industry in the United States is a very.small one. During the past 10 years 
total bookings for the entire American hydraulic turbine industry, including 
both domestic and foreign sales, have averaged less than $29 million per an- 
num. The value of individual contracts range from several hundred thousand 
dollars to as high as $12 million. The loss of even one contract to a foreign 
manufacturer has a substantial impact on the entire industry. The loss of 
orders for 1,140,000 horsepower for installation in the Pacific Northwest, with a 
value of about $12 million, has a tremendous impact on the domestic industry. 
If this low cost foreign competition is permitted to continue without restraint, 
it seems inevitable that companies which depend almost solely on the manu- 
facture of hydraulic turbines for their continued existence will ultimately be 
forced out of business and their skilled personnel, large machine tools and 
heavy manufacturing facilities will be dissipated and no longer available to the 
defense establishment of our Nation. 


MARCH 25, 1958. 
Re: H. R. 10368. 
Hon. Wiieur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DeAR Mr. CHAIRMAN: This memorandum is submitited on behalf of Brown 
Boveri Corp., 19 Rector Street, New York, N. Y., for consideration by your 
committee in connection with the proposed extension of the Reciprocal Trade 
Agreements Act, H. R. 10368. Brown Boveri Corp., is the service, sales, and 
engineering arm in the United States of Brown, Boveri & Company, Ltd., Baden, 
Switzerland. 

Brown Boveri Corp. believes that the matter of the extension of nonexten- 
sion of the Reciprocal Trade Agreements Act and of amendment or nonamend- 
inent of any portion thereof is within the area of domestic policy or discretion 
reposing exclusively in the legislative and executive authority of the United 
States. Brown Boveri Corp., therefore, even though it is incorporated and 
operates under the laws of the State of New York and pays income taxes to 
both the United States and the State of New York, would not ordinarily volun- 
teer to express its views to this committee; however, in view of the fact that 
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there has been considerable testimony introduced which appears to impugn the 
quality of the equipment provided and the services rendered to purchasers of 
Brown Boveri materials in this country, it was felt that a clarifying statement 
should be submitted in order that your committee might be assured of reach- 
ing a decision on a basis of all the facts. 

Brown Boveri is a producer of generators, turbines, circuit breakers, switch- 
gear, transformers, and other types of equipment necessary for the generation 
and transmission of electrical energy. It operates 24 manufacturing plants in 
9 countries of Free Europe and 7 manufacturing plants in other countries 
throughout the free world. Brown Boveri employs more than 60,000 persons 
and over the past GO years has exported major powerplant equipment to al- 
most every country in the world. Brown Boveri is thus no newcomer to the 
field, but is an established enterprise with a worldwide reputation for excel- 
lence of equipment and service. Hundreds of Brown Boveri installations of 
electrical equipment have been made in the United States. Many are 30 years 
old or more and are still operating at maximum efficiency. 

With its history of service to the world—approximately 80 percent of the 
production of the company’s main plant at Baden is regularly exported to 
other nations—it is perhaps only natural that Brown Boveri should believe 
that the flow of international commerce is beneficial to the economy of all 
nations and the citizens thereof participating in such commerce. Unrealistically 
high tariffs, import quotas, trade embargoes, and other devices which tend to 
inhibit or prevent the flow of goods, materials, and services redound to the 
disadvantage of the nation raising such barriers. Thus Brown Boveri favors 
the extension of the Reciprocal Trade Agreements Act and the -retention, in 
unchanged form, of the Buy American Act and the national security amendment 
of the Trade Agreements Extension Act of 1955; but this is not the burden of 
this memorandum. 

This memorandum is designed to correct any erroneous inferences which might 
be drawn from the material submitted and the testimony given by Mr. Philip 
Reed, chairman of the board of General Electric Co. In a paper included 
(pp. 663-677) in the committee’s Compendium of Papers and in his testimony 
before the Subcommittee on Foreign Trade Policy on December 9, 1957, Mr. 
Reed mounted a multipronged attack against foreign manufacturers of energy- 
producing facilities, asserting, in effect, that electrical equipment manufactured 
outside the United States (1) is unreliable, (2) cannot be expeditiously repaired, 
(3) constitutes a threat to the security of the United States, and that (4) 
as a consequence, the entire domestic market, governmental and private, should 
be reserved exclusively to domestic producers. 

Brown Boveri has a healthy respect for General Electric as a quality pro- 
ducer and a vigorous competitor, both here and abroad; but it is believed that 
General Electric hardly needs the prop of import exclusions to sustain or enlarge 
its economic position. Its argument that only domestically produced goods 
ean protect the security of the United States might be equally applicable to 
the production of commercial aircraft, automobiles, machine tools, chemicals, 
minerals and, indeed, an almost unlimited number and variety of articles which 
provide or contribute to vital services in time of emergency. Once begun, pro- 
tectionism of this sort, even in the name of national security, can be contained 
only with great difficulty. 

It is submitted that General Electric would not support the view that other 
countries, even on the grounds of national security, should impose the same 
rigid import exclusions as it recommends for the United States. General Electric 
exports very large quantities of heavy electrical gear in competition with pro- 
ducers in other countries and is dependent upon such export sales for a sub- 
stantial portion of its revenue. At this moment, according to the March 21, 1958, 
edition of the Wall Street Journal, General Electric is actively and aggressively 
endeavoring to secure a $50 million contract for the erection of a 150,000-kilowatt 
atomic-electricity plant in Italy. But let no one think that Brown Boveri objects 
to G. B.’s bidding on an Italian contract. Rather, Brown Boveri believes that 
this is a healthy condition and will, without question, result in the Italian 
Government’s obtaining the best possible equipment at the best possible price. 
And so it should be, we submit, in the United States. 

Through the use of a statement taken out of context, Mr. Reed has created 
the impression that the British have adopted for the United Kingdom the 
exclusionary policy with respect to electrical equipment which he recommends 
for the United States. He stated (Compendium, p. 672) that, according to a 
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report of the committee of inquiry into the electricity supply industry, the 
British Central Electric Authority had regarded it as “unwise for the [British] 
electricity supply industry to be dependent upon foreign manufacturers for 
spares and maintenance.” But Mr. Reed neglected to mention that the same 
report to which he referred (which was a report of Parliament) peremptorily 
challenged the position of the Central Electric Authority and ordered it to invite 
tenders from foreign producers of heavy electrical equipment. The following 
direct quotations from the committee report will set the record straight. 

“There may well be reasons in the national interest, e. g., for balance of pay- 
ments reasons, why the nationalized electricity supply industry should be re- 
quired to confine its purchases to this country. But we wish to challenge the 
Central Authority’s attitude that they would not consider it desirable to invite 
foreign tenders for major plant items because they thought that it would no be 
mn the national inerest to do so” (p. 114, par. 429). 

“We have enquired into this matter and find that no question of the Central 
Authority purchasing from abroad was raised formally at any time at the Heavy 
Electrical Plant Consultative Council. Even if it had been, the opinion of that 
Council, having regard to its composition, would not necessarily represent the 
opinion of the Government” (p. 115, par. 430). 

“If on commercial grounds the Boards consider that the invitation of foreign 
tenders would induce keener trading from home manufacturers, they should 
invite such tenders unless they have a clear instruction from the Government 
that such a course must not be taken. The responsibility of the industry is to 
generate electricity as cheaply as possible. The determination of the national 
interest is the responsibility of the Minister and Parliament” (p. 115, par. 431). 

So far as we have been able to determine, no steps have been taken in England 
which would exclude foreign-produced electrical equipment. Moreover, Brown 
Boveri, itself, in the past few years, has received a number of substantial orders 
for large powerplant equipment from various British governmental agencies, na- 
tionalized industries and private firms. We trust that the foregoing information 
will help to clarify the British position on this subject. 

By way of specific answer to the objections raised by Mr. Reed to the importa- 
tion of electrical equipment manufactured abroad, this paper desires to make 
two points: 

(1) The quality of Brown Boveri equipment and service is on a par with 
that of domestic producers. 

(2) The United States needs the production potential of Brown Boveri. 
Exclusion of foreign-produced power generating and transmission equipment 
would injure the United States. 


THE QUALITY OF BROWN BOVERI EQUIPMENT AND SERVICE IS ON A PAR WITH THAT OF 
DOMESTIC PRODUCERS 


On pages 667 through 668 of the compendium, Mr. Reed refers to the failure 
of certain transformers and generators manufactured by English and Austrian 
companies as a basis for his contention that all foreign-produced equipment 
should be excluded as unreliable or at least unrepairable except after protracted 
delay. 

Brown Boveri, of course, cannot be responsible for the equipment manufac- 
tured by other producers, and it feels that it is neither fair nor realistic, in effect 
to charge Brown Boveri with the shortcomings of English Electric, merely be- 
eause both produce equipment outside the United States. (Is Westinghouse 
responsible for failures of General Electric equipment?) Furthermore, it is 
believed that much too much has been made by Mr. Reed and others of the mis- 
function of certain transformers manufactured by English Electric for the Chief 
Joseph Dam on the Columbia River. “With the hope of eliminating any mis- 
understanding of what actually happened,” the Corps of Engineers issued a 
release which was published in the March 17, 1958, issue of Electrical World. 
This release described the nature and cause of the aforesaid failures as well as 
the steps taken to correct them. It also added that “although two failures have 
occurred, there has been no loss of power production as the English Electric Co. 
has been cooperative and helpful.” 

An occasional failure of electrical machinery is, we believe, an insufficient 
basis for concluding that the use of other equipment produced by the same manu- 
facturer would “jeopardize our basic power supply” or constitute “a risk to the 
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national security” as Mr. Reed asserts on page 671 of the compendium. This 
argument is even less compelling when it is urged, as does Mr. Reed, that equip- 
ment manufactured by other foreign producers should be completely excluded 
from this country because of English Electric’s failure. 

Brown Boveri, in its 35-year experience of installing the highest quality 
heavy electrical equipment in this country, has never encountered a failure 
which could not be rectified speedily by its large staff of resident engineers and 
skilled mechanics. And this brings us to what appears to be the crux of Mr. 
Reed’s stated objections to foreign-produced electrical equipment: that foreign 
equipment cannot be readily serviced. Brown Boveri cannot speak for other 
producers, but it is the best authority on its own experience. 

On the North American Continent, Brown Boveri maintains 3 large service 
bases; 1 in New Brunswick, N. J.; 1 in St. Johns, Quebec, Canada; and 1 in 
Mexico City, Mexico. As a supplemental service, Brown Boveri has available 
under operating agreements the comprehensive facilities of Todd Shipyard Corp. 
and the National Electric Coil Co. Also, Brown Boveri maintains in this country 
a complete collection of data and drawings on any equipment installed in this 
country and, in addition, has access to a complete microfilm depository of all 
Brown Boveri technical know-how maintained in a safe place in Canada. 
Brown Boveri’s staff of service engineers and factory-trained experts is, we 
believe, proportionately much larger, in relation to sales volume, than that 
maintained by any large domestic organization, including General Electric. 

All of these facilities, in combination, give constant assurance of a full and 
complete repair and parts service for Brown Boveri customers at all times. 


THE UNITED STATES NEEDS THE PRODUCTION POTENTIAL OF BROWN BOVERI—-EXCLUSION 
OF FOREIGN-PRODUCED POWER GENERATING AND TRANSMISSION EQUIPMENT WOULD 
INJURE THE UNITED STA'TES 


Many learned persons have testified before the Subcommittee on Foreign 
Trade Policy as to the type of war in which the United States may conceivably 
find itself embroiled in the future. It has been said that the alternatives are 
either localized brush-fire wars distant from the continental United States or 
full-scale thermonuclear warfare with massive and appalling destruction wrought 
on the major production and population centers of all combatants. But whatever 
the type of war, this much is certain: In the event of hostilities, large or small, 
far away or close to home, the United States will need every ounce of production 
and repair facilities for electrical generating and transmitting equipment it can 
possibly muster. 

It is reasonable to assume that the enemy would make every effort to hit and 
destroy General Electric’s vast plants. If the United States should retreat 
behind the Maginot Line of these immense and highly critical facilities and cut 
itself off from other producers in the free world, the security of the United 
States and its puwer to rebuild would be gravely impaired, to say the least. 
On the other hand, should the United States continue, as at present, to permit 
the utilization (within the limits of the Buy-American Act) of the equipment 
of all manufacturers in the free world, foreign as well as domestic, the proba- 
bility of having immediately available the equipment and facilities to rebuild 
and repair will be tremendously enhanced. Brown Boveri’s worldwide net- 
work of 31 manufacturing plants and repair facilities—to say nothing of the 
facilities of other foreign producers in the free world—constitutes a highly 
valuable asset in the security bank of the United States. To excommunicate 
these friendly foreign firms by now erecting statutory or administrative exclu- 
sionary devices, whether tariff, embargo, or other import limitation, will tend 
to make their products less available in time of emergency or extreme need. 

It is submitted that the enlargement of the national security amendment to 
exclude imports of foreign electrical equipment will inevitably work to the dis- 
advantage of the United States, and ultimately to the disadvantage of General 
Electric and other domestic producers. 

It is requested that this memorandum be included in the printed record of the 
hearings of this committee. 

Respectfully submitted. 

RosertT C. Corren, Jk. 
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ELECTRONIC INDUSTRIES ASSOCIATION, 
Washington, D. O., March 17, 1958. 
Hon. WILBuR D. MILs, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. O. 


Dear Mr. Mitts: The attached statement is submitted on behalf of the Inter- 
national Department of the Electronic Industries Association for inclusion in the 
record of the hearings concerning extension of the Trade Agreements Act. 

In general, the EIA international department feels that a 5-year extension of 
the act is desirable but urges that in future negotiations United States repre- 
sentatives work more for true reciprocity. It is recognized that in some segments 
of the American economy low-cost imports are creating a serious competitive 
handicap and it is recommended that steps be taken to speed and strengthen the 
relief available in escape clause actions where a real threat can be shown. 
United States membership in the Organization for Trade Cooperation also is felt 
to be desirable. 

We appreciate the opportunity of being heard on this matter and trust these 
comments will prove helpful to the committee in its deliberations. 

Sincerely, 
Ray C. ELtIs, 
Director, EIA International Department. 


COMMENTS OF INTERNATIONAL DEPARTMENT, ELECTRONIC INDUSTRIES ASSOCIATION, 
CONCERNING EXTENSION OF THE TRADE AGREEMENTS ACT 


The following comments favoring a 5-year continuation of the Trade Agree- 
ments Act are submitted on behalf of the international department of the Elec- 
tronic Industries Association. Although EIA represents approximately 370 
United States manufacturers of all types of electronic equipment, tubes, and 
parts, the membership of the international department is made up largely of 
those companies which actively engage in the export business or foreign licensing. 

At a meeting of the department’s executive committee on December 4, 1957, a 
motion was approved favoring continuation of the act for a 5-year period as 
being in the best interest of the long-range development of this country and its 
industries. 

The United States is the most highly developed industrial country in the world. 
The present economic siuation, in fact, indicates that it is somewhat over 
developed. Any action taken now by the Congress which might serve to deter 
the purchase of American goods abroad could pose even more serious problems 
for the American economy. Although the agreements now in force will remain 
effective even if the Trade Agreements Act is not extended, a scrapping of this 
program could seriously shake the faith of foreign purchasers and governments 
in the stability and aims of our foreign-trade program. 

Within Europe, the Scandinavian countries and Latin America, plans are 
developing for the establishment of Common Markets. We feel that a 5-year 
continuation of the trade agreements program is necessary so American repre- 
sentatives will be free to participate in negotiations with representatives of these 
Common Markets for the protection of American interests. 

During past years, the United States has maintained a creditor position in 
world trade. In 1957, Commerce Secretary Sinclair Weeks reported to you that 
nonmilitary exports grew to approximately $19.5 billion compared with imports 
of about $13 billion. Without the Trade Agreements Act, we dare say the volume 
of exports would have been considerably lower. A reduction of exports would, 
of course, tend to lower our gross national production and employment level. 

While approximately 6 percent of the Nation’s output of goods and services go 
into export, about 10 percent of the nonmilitary production of the electronics 
industry goes into the world market. We feel justified to point with pride to this 
record since many products of our industry encounter high tariff rates, import 
licensing and quota systems throughout the world. 

The high degree of protection afforded by many foreign countries to their do- 
mestic electronic and other industries had forced a number of American manufac- 
turers to raise a question as to whether the American trade program is really 
reciprocal. Over all, the program has stimulated American trade; but the grant- 
ing of concessions on one product to gain concessions on another compels us to 
urge that American trade agreement negotiators work more for true reciprocity. 

We also feel it will be helpful to the American export community if a continu- 
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ing analysis is made uf the quota restrictions on imports imposed by many foreign 
governments for balance-of-payments reasous. This analysis should attempt to 
determine whether such quotas are truly necessary or are only a means of afford- 
ing protection to specific local industries. When it appears that balance-of- 
payments restrictions are being maintained for other reasons, the government of 
the offending country should be requested to rectify the situation at once, not 
some time in the future after the matter is discussed at a meeting of the con- 
tracting parties to the general agreement on tariffs and trade. 

It is discussions such as this which the Organization for Trade Cooperation 
is designed to facilitate. We trust that Congress will see the wisdom in approv- 
ing United States membership in OTC at the same time it extends the Reciprocal 
Trade Act. 

While there is no doubt that the reciprocal trade program has benefited 
the American economy as a whole, our open-door tariff policies are tending 
to ereate growing problems for specific segments of American industry. These 
problems appear to result largely from the reestablishment of foreign industry 
with quantities of American aid, both Government and private. While we 
have raised the industrial capacity of these countries, living standards and 
wage rates still lag far behind the United States. As a result, foreign-made 
products flow into this country to be sold at prices often below American 
manufacturing costs. 

The proposed legislation before your committee does contain what Secretary 
Weeks calls ‘a provision directed toward achieving more prompt and effective 
consideration of serious injury cases.” Rather than have the Tariff Commis- 
sion spend its valuable time in initiating escape-clause cases where it finds 
potential danger to American industry as a result of peril-point investigations, 
we feel it will be far more satisfactory to strengthen the escape-clause pro- 
cedure and speed action on such cases when initiated by industry. The present 
procedure is so slow and cumbersome that even if the President does decide to 
act favorably on a Tariff Commission recommendation for protection, a segment 
of American industry could be wrecked before the action is finalized. 

From the record, industry kuows it is futile to initiate an escape-clause case 
before substantial injury has occurred. A year or more then can pass before 
decisive action is taken. 

Creation of the Trade Policy Committee under the chairmanship of the Secre- 
tary of Commerce does hold out hope that American industry will receive more 
favorable consideration in escape-clause cases when the Tariff Commission 
recommends corrective action. A reduction in the time granted the Tariff Com- 
mission and President to act on escape-clause cases will, we feel, be highly 
desirable. 

When an escape-clause proceeding is decided in favor of American industry, 
we feel the President should not be hampered in the corrective action which 
he may find it necessary to take. The objective of increasing a tariff rate 
normally is to equalize the selling price of foreign goods produced at wage 
levels far below our own. Artificial barriers should not be placed in the Presi- 
dent’s way when taking corrective action. 

We fully realize that in its present deliberations the committee is torn 
between providing strength for our vital and necessary foreign-trade program 
and providing the protection which is becoming necessary to many efficiently 
operated American companies faced with the threat of serious injury from 
low-cost imported products manufactured at labor and overhead costs far below 
our own. A 5-year continuation of the Trade Agreements Act is necessary, 
we feel, but at the same time the mechanism should be strengthened for pro- 
tecting American industry where foreign competition presents a threat. There 
is little to be gained through an expanded export program if at the same time 
the American wage level and living standard is lowered to that prevailing in 
Europe and Japan. 


CLOTHING MANUFACTURERS ASSOCIATION OF THE 
UNITED STATES OF AMERICA, 
New York, N. Y., April 10, 1958. 


Deak CONGRESSMAN: Pursuant to permission granted, we take the liberty of 
filing our statement with the House Ways and Means Committee detailing the 
problems that affect the men’s and boys’ clothing industry under the existent 
Trade Agreements Act, and the need for making proper changes in the pend- 
ing act now under consideration. 
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We are also enclosing a statement by Mr. Morton J. Baum, president of our 
association and executive vice president of the Hickey-Freeman Company of 
Rochester, N. Y., on this same subject. 

Respectfully submitted. 

Harry A. Coprin, Executive Secretary. 


THE EXPERIENCE OF THE MEN’sS AND Boys’ CLOTHING INDUSTRY UNDER THE PRo- 
VISIONS OF THE PRESENT TRADE AGREEMENTS ACT AND RECOMMENDATIONS FOR 
AMENDMENTS TO THE PENDING EXTENSION OF THE ACT, BY CLOTHING MANUFAC- 
TURERS ASSOCIATION OF THE UNITED STATES OF AMERICA, NEW York, N. Y. 


THE ASSOCIATION 


The Clothing Manufacturers Association of the United States of America is the 
national organization of the men’s and boys’ clothing industry. 

Our members are the overwhelming majority of clothing manufacturers in the 
United States, and produce 90 percent of the dollar volume and units manufae- 
tured in the United States. Their factories are located from Maine to California, 
and as far south as Texas, employing approximately 150,000 workers. 

The following local organizations are affiliated with us: New York Clothing 
Manufacturers Exchange, Philadelphia Clothing Manufacturers Association, 
Rochester Clothiers Exchange, New England Clothing Manufacturers Associa- 
tion, the Cincinnati Tailors-to-the-Trade. 


THE INDUSTRY POINT OF VIEW 


In view of the fact that the committee is studying an extension of the Trade 
Agreements Act, it is incumbent upon our industry to present the committee with 
data that is pertinent in its reference to the pending act. Our statement will con- 
sist of two parts: 

(1) Those provisions of the act currently expiring that have caused undue 
hardship and confusion within our industry, and the necessity of eliminating 
such provisions in renewing the act. 

(2) Provision newly introduced in the proposed extension of the Trade 
Agreements Act that will seriously hamper international trade, if not entirely 
destroy it so far as our industry is concerned. 

We stress, we are in favor of an extension of the Trade Agreements Act and 
desire to encourage the growth of international trade, but submit that in adminis 
trating the act, its purposes and intent should not be negated in effect, so as to 
actually hamper international trade and good will. 


THE INDUSTRY EXPERIENCE UNDER THE PRESENT ACT 


When the President determined to invoke the provisions of GATT on Sep- 
tember 28, 1956, for the fourth quarter of that year, he dislocated merchandise 
planning, purchase of piecegoods, delivery of foreign woolens, all of which 
resulted in snarling the production of garments, causing needless financial loss 
to clothing manufacturers and loss of wages to employees. 

On May 24, 1957, the President continued the Geneva reservation for 1957, 
limiting wool fabric imports to 14 million pounds under the normal tariff rate of 
25 and 45 percent thereafter. It is our contention that the invocation of the 
Geneva reservation did not serve its purpose—namely, to aid the wool and worsted 
manufacturing industry in the United States—conversely it hurt the importers 
and users of woven wool cloth. 

Again, on March 7, 1958, the President invoked the Geneva reservation limit- 
ing the import quota of woven wool fabrics to 14,200,000 pounds for the year 
of 1958, and after such a breakpoint is reached the tariff rate will be increased 
from a 25 toa 45 percent rate. 

Let us examine what actually occurred in 1957 when the cutoff date was 
announced July 25, 1957, raising the tariff rate from 25 to 45 percent. We 
quote from the Daily News Record, which is the trade paper of our industry: 


“OLOTH STILL ABOARD SHIPS HELD PROBLEM BY IMPORTERS HERE 


“Wool cloth importers here at the weekend reported they were in a ‘dither’ 
on what to do about the higher ad valorem rate of 45 percent for woven wool 
cloth aboard a number of ships due soon at east and west coast ports. 
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“~pwO HUNDRED THOUSAND DOLLAR AIR CARGO BELIEVED TOO LATE 


“Some $200,000 worth of European woolen and worsted fabrics came in by air 
at the weekend, but probably all of these shipments failed to arrive in time to 
be appraised at the favorable customs rate applying to the 14-million-pound 
quota for 1957.” (Daily News Record, July 25, 1957.) 

“Apout 130,000 pounds of wool fabrics affected by the tariff quota were due to 
arrive in New York tomorrow aboard the Cunard Line ship Mauretania. Other 
shipments, it was said here, are due early next week on the Queen Elizabeth 
and other vessels. Ali such shipments, according to the Customs Bureau, will 
be required to pay the higher rate of duty.” (Daily News Record, July 26, 1957.) 

The confusion was multiplied by the delay in receipt of vital data that was 
not obtainable promptly from Government sources. 

“The uncertainty over the exact time when the higher rates become techni- 
cally imposed brought the sharp criticism on lack of information on entries. 
The official total revealed by Washington was through July 12 or some 9 days 
behind actual entries, it was said. If many had realized the trigger point was 
so close, they would have avoided shipments due to arrive later this week or 
could have ordered the goods by air freight.” (Daily News Record, July 29, 
1957. 

, “DUTY RISE DISTURBS AND CONFUSES MANUFACTURERS 


“To say that clothing manufacturers using wool-goods imports from Britain, 
Italy and Japan were disturbed and confused by having the 5 percent (14 
million pound) quota trigger date shot at them over the weekend, raising their 
ad valorem duty obligations from 25 to 45 per cent, was to put it mildly, accord- 
ing to market reaction yesterday. The weight duty remains at 3714 cents per 
pound.” (Daily News Record, July 30, 1957.) 

When a Government regulation created such confusion, uncertainty, and eco- 
nomic havoc in such an important American industry as the men’s and boys’ 
clothing industry, which has been a vital factor in our economy for generations, 
it should give pause to reflect that the aims and methods of procedure in the 
invocation of the President’s proclamation need drasti¢ overhauling in the 
pending act. 


FURTHER CONSEQUENCES OF THE PRESIDENT’S PROCLAMATION 


It has been our contention that the President’s proclamation would actually 
encourage the import of foreign ready-made clothes and create a serious 
problem to manufactures who found it necessary to import woven wool 
fabrics, which were to be manufactured into suits and other garments in 
American factories. 

The Geneva Conference which was held in January, May 1956, reduced the 
ad valorem duty on clothing made of wool fabrics, in accordance with the fol- 
lowing schedule: 

(a) January 1, 1955: 25 percent ad valorem duty plus 25 cents per Ib., if 
value is not over $4 per lb., and 37% cents per lb., if valued over $4 per lb. 

(b) January 1, 1956: Same valuation per lb., but ad valorem duty reduced 
to 2314 percent. 

(c) January 1, 1957: Same valuation per lb., but ad valorem duty reduced 
to 2214 percent. 

(d) January 1, 1958: Same valuation per lb., but ad valorem duty reduced 
to 21 percent. 

This actually encouraged foreign made clothing using foreign goods to 
enter into this country. Asa result of the President’s Proclamation, the price 
of imported, wool fabrics necessarily rose so far as the American manufacturers 
were concerned. This correspondingly raised the price of American clothing 
produced from imported woolens. Thus, the foreign clothing manufacturer 
had his tariff duties on ready made clothing reduced, the American clothing 
manufacturer had his tariff duty on cloth increased, and we had the situation 
confronting us whereby the American clothing manufacturer, using American 
labor to produce clothing of imported woolens, was at a further disadvantage 
in competition with foreign clothing manufacturers, due to direct action by 
the United States Government. 

Thus, the President’s proclamation was actually self-defeating in that it did 
not encourage the employment of American textile workers and use of domestic 
fabrics, but actually aided the foreign clothing manufacturer and was at the 
expense of the domestic producer and worker. 
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As though adding weight to the additional worries already overwhelming the 
confused American clothing manufacturers, foreign clothing manufacturers 
recognizing the opportunities created by the President’s proclamation were pre- 
paring to invade the American market, and we quote: 


“FORECAST ITALIAN INVASION OF UNITED STATES CLOTHING MARKETS 


“There are indications, according to veteran observers, that Italy may show 
the rest of Europe, with its comparative low wage and tax scales, how to sell 
men’s clothing to American retailers. 

“Two Italian clothing manufacturers, among the largest on the Continent, are 
reported considering the invasion of the American market. 

“Gruppo Finziano Tessile of Turin, whose brand name Facis, is well known 
on the Continent, may soon appoint an American selling agent to take clothing 
orders. * * * 

‘“ * * * The American tariff on imported clothing is 25 percent ad valorem 
and 30 to 3744 cents per pound specific duty depending on whether the value is 
under or over $4 per pound.” (Daily News Record, October 10, 1956.) 


“ROMEO H. FUSARO TO JOIN FIRM IN ITALY AS DESIGNER 


“Romeo Fusaro, designer for McGregor-Doniger, Inc. has resigned to join 
{1 Gruppo Finanziario Tessile of Turin, Italy, as designer and manufacturing 
executive. The firm is one of the largest male apparel producers in Italy.” 
(Daily News Record, September 10, 1957.) 


“ACKERMAN FIRM BUYS ITALY CLOTHING PLANT 


“Chester Barrie, Ltd., purchases factory in Carrara to produce lightweight 
tropicals, slacks, sportswear under direction of Myron Ackermun: Milan, Italy, 
(August 7). With the aid of the Italian government, Chester Barrie, Ltd., of 
Crewe, England, manufacturer and exporter of men’s and women’s clothing 
an affiliate of Simon Ackerman Clothes, of New York, has bought a clothing 
factory in Carrara, in Tuscany, Italy, which employs about 200.” (Daily News 
Record, August 8, 1957.) 

The regulation promulgated to protect the domestic wool industry was certainly 
self defeating if it endangered the men’s and boys’ clothing industry, employing 
150,000 workers who produce aproximately $1,500,000 of clothing at wholesale 
prices. 

The current provisions of the Trade Agreements Act have caused great con- 
fusion in our industry in the years of 1956 and 1957. Because the President 
invoked the Geneva reservation likewise for 1958, we can expect a similar re- 
currence of havoc for the latter months of 1958. And paradoxically, invocation 
of the Geneva reservation for 1958 will simply encourage the import of foreign 
readymade clothing, made of foreign woven woolens and manufactured by 
foreign labor into suits. The wool textile industry in the United States will 
receive a purely theoretical or paper benefit—if any—while our American 
clothing industry will suffer unduly in reality. 

Therefore, we recommend elimination of the obsolete wool quota system as 
now determined by the Government and recommend proper amendments to the 
pending act which will be practical in purpose and effect. In a later section of 
this statement we will detail our recommendations for change. 


THE WOVEN WOOL CLOTHING INDUSTRY IN THE UNITED STATES 


The high style fancy fabrics primarily purchased by American clothing manu- 
facturers from foreign countries were not the type of fabrics that had been 
produced in the United States in previous years, were not being produced in 
the United States presently, nor were there American mills that could possibly 
produce such fabrics within the foreseeable future. Such high style fancy fabrics 
did not compete with American industry. 

The disease that afflicted the American woolen and worsted industry did not 
have its origin in the increase of imports during recent years and could not be 
cured by restrictive import quotas. The rise in imports which occurred in the 
past 3 years (1954—56, latest data available) had been accompanied by a corre- 
sponding rise in the production of domestic wool cloth. 
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If we detail production of woven wool fabrics in the United States by poundage, 
and compare such data with the poundage of wool cloth imported in the United 
States during the 3 most recent years for which data are available, we find: 


Woven wool fabrics production 


[Thousands of pounds] 








1954 1955 1956 1954-56 

average 
United States production. - - -- nachesusnee ; 4 253, 161 285, 569 292, 418 277,049 
Jmports....-.<..---.----- . sedans — 9, 288 14, 318 17, 295 13, 663 
Percent of imports. ..-.-- a on 3.6 5.0 5.9 4.9 


Again, if we were to compare the increase in yardage of domestic fabrics we 
find as follows: 


Increase 1955 over 1954: Yards 
ee Bente Loot occ ldokc ses eles alcatel 37, 425, 000 
I csi ss caw i agin nh i ip neg evn ms capo ntsc cca nih ecipa 6, 467, 000 

Increase 1956 over 1955 : 

NE IOI ye en tinea es ieee sts cap wi cinoainefriatapintnanatin ca innate pt Sram desea eh oven 12, 970, 000 
BS serene tose amen mipiasnk seinen artes arerioin wipesiomiatnaagnsion iiniaaginunareh fessabarnaal 4, 200, 000 


Source: U. S. Bureau of the Census. 


At the very time when imports rose, the production of domestic woolen fabrics 
rose as well. Obviously, when business was good in the United States, the 
economie factor was paramount in the increase of wool imports and domestic 
production as well. 

Thus the increase in imports had not visibly affected production of American 
woven wool fabrics. 

What afflicts the wool and worsted industry is a long-term declining trend as 
shown in the following table which gives statistics of production of woven wool 
cloth in the United States. We have chosen 1947 as the base year, because it was 
the last pre-GATT year ; 1950 because it was a pre-Korea year; and 1956 because 
it is the most recent data. 


Yardage of woven wool cloth produced in the United States 


{In thousands] 














| | | 

1947 Percent 1950 Percent | 1956 Percent 

| of 1947 | of 1947 
Tee eal ec 0, =r? Seat he Pee ——| * da 7 = Pony . eer 5 
Apparel]_........ ‘ | 438, 000 | 100 381, 000 87 328, 406 | 75 
Transportation, upholstery . - 24, 000 100 39, 000 162 2, 000 | S 
Government orders. -._..-- 10, 000 100 | 10, 000 100 | 2, 634 26 
Blanketing___.____- ; 29, 000 | 100 | 24, 000 | 83 | 9, 805 33 

7,000 | 113 
| 


Others. __- i 4a 15, 000 | 100 | 17, 000 113 | 117, 
| 


1 Includes estimate of woven cloth 25-50 percent wool content formerly classified as wool fabric. 
Source: U, 8S. Bureau of Census, 
COMMENT 


(a) Transportation, upholstery, declined 92 percent—due to introduction of 
man-made fibers and plastics. 

(b) Government contracts declined 74 percent. 

(c) Blanketing declined 67 percent due to greater use of mechanical means 
of heating such as electric blankets, air conditioning, etc. 

(d) Apparel declined least, 25 percent in 1956 from the high of 1947. 


THE REVOLUTION IN FIBERS 


We tind that the reasons for the long-term decline in use of wool cloth in 
the past 10 years in the men’s and boys’ clothing industry have been caused 
by the revolutionary changes in the use of fibers. Garments made of manmade 
fibers and wool blends increased sharply. ‘There had been a proportionate 
decrease in garments using all-wool woven cloths. 
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Table indicating relative importance of fibers in suits production 





| Units (thousands) | Percent of produe 
| tion 
| 1946 1956 1946 | 1956 
All men’s suit 22, 973 21, 925 
W ool suits ! 22, 129 18, 400 06 84 
Other suits S44 3, 525 | i 16 
: = 
! In 1946 such suits were so classified if they contained 20 percent or more wool, and in 1956 the classification 
included suits containing 50 percent or more wool only Actually, few if any blends were used in 1946, 
und in 1956 few suits cont:ined other fibers if wool represented 50 percent or more of the fiber contained, 
For practical purp°ses, this category consisted of primarily all wel suits in both years. Therefore we find 
that in 1956 as compared wit) 1946, there was an increase of 300 percent in men’s suits using fibers primarily 
other than wool 
Source: Bureau of t Census, U. 8. Department of Commerce 
OFFICIAL DECISION OF UNITED STATES OFFICE OF DEFENSE MOBILIZATION 


In fact, Mr. Gordon Gray, Director of the Office of Defense Mobilization (after 
extended hearings on the matter), in a letter to the National Association of 
Wool Manufacturers rejected the wool textile industries petition for protection 
against imports in the interest of “national security,” and he stated as follows: 

“Many factors have clearly contributed to contraction in the domestic wool 
textile industry: A decline in consumption and demand since the peak postwar 
years, higher costs and prices, and the development of and shifts to synthetic 
fabrics, among others. No doubt the level of imports has also been a factor, 
although one having an uneven impact within the industry. In addition, the 
trend of imports is unquestionably an important element for some companies 
as they discuss decisions affecting contraction or expansion. 

“On balance, however, we have been unable to conclude that the level of 
imports of wool textiles has of itself caused severe contractions in the domestic 
wool textile industry. As a matter of fact, in 1955 and 1956, when imports of 
woolens and worsted goods had reached the highest annual levels recorded, 
total domestic production actually reflected a 2-year net increase—an increase 
which in total was larger than the total import volume for those 2 years. 
Wool textile imports have risen gradually in recent years, but, on the basis of 
the most current figures available, still represent only about 7 percent of 
domestic wool textile production. 

“In view of these and related facts, I do not have reason to believe that the 
level of imports of wool textile threatens to impair the national security. 

“(JORDON GRAY, 
“Director, Office of Defense Mobilization.” 


And in a press release dated April 1, 1958, the United States Department of 
Agriculture reported that: ; 

“Manmade fibers in 1957 continued their steady gain at the expense of cotton 
and wool. This occurred, in a year when total consumption of all fibers de- 
clined to 6.19 billion pounds from 6.5 billion in 1956. This gain was made at 
the expense of cotton and wool.” (Daily News Record, April 2, 1958.) 

Thus two United States Government agencies—the Office of Defense Mobili- 
zation and the United States Department of Agriculture——-punctured the con- 
tention of the wool fabric industry that imports were the cause of the decline 
in our domestic industry. The true competition encountered by the domestic 
woolen mills came from sources within the United States—the manmade fibers. 


NINETEEN HUNDRED AND FORTY-EIGHT SHOULD BE THE BASE YEAR FOR THE 
IMPORTED WOOL FABRIC QUOTA 


Another factor to consider is the ever-changing base for determining domestic 
production in accordance with the present provisions of GATT. When the 
Geneva Wool Fabric Reservation was signed in 1948, production of domestiv 
wool fabrics was approximately 400 million pounds a year, and the 5 percent 
import quota at that time was 20 million pounds of woven wool fabric. Due 
to the decline in production of domestic wool fabrics (primarily cansed by 
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competition from domestic synthetic fibers) the production data base for woven 
wool fabrics has narrowed, so that the President’s proclamation permitted only 
14,200,000 pounds to enter this country for 1958 under the regular tariff duty 
of 25 percent. We thus have this, non sequitur—as the synthetic fiber industry 
in the United States grows at the expense of the domestic woolen woven fabric 
industry—our international trade of woven wool fabrics is correspondingly 
lowered in direct proportion. 


INDUSTRY RECOMMENDATION 


We recommend that the original intent of the signatories of GATT in 1948 
be maintained and that the base year of 1948 production be inserted in the 
pending act, so that the wide fluctuation in the import wool quota will be 
eliminated and the uncertainty occurring each year will be a forgotten nightmare. 


THE BATTLE OF FIBERS, 1949-55 


The problem confronting the woven wool cloth industry in the United States 
is essentially one of domestic competition from manmade fibers. This com- 
petition is due to the fact that the manmade fibers have shown great enterprise 
in scientific research, whereas the woven wool cloth industry in the United 
States has “stood pat” for a generation. In fact, the largest wool mill organi- 
zation for the first half of the 20th century never had a research laboratory 
and went out of business when war profits disappeared, utilizing the ghoulish 
operation known as a “tax loss merger.” In contrast the names of Du Pont, 
Chemstrand, ete., are noted for their research and development programs. 
Can we wonder then when the following table was published in the Textile 
Organon, October 1957 (the authoritative publication for all data referring to 
manmade and natural fibers) ? 


End-use consumption 
[Percent of total] 


j 
' 
Year | Manmade | Cotton | Wool Silk Linen 
fibers | 
| 

1949 18.5 | 68.6 12.6 0.1 0.2 
1950 20.6 65. 7 13.4 1 on 
1951 21.5 68. 3 9.9 1 2 
1952. _. 22.2 67.5 10.0 1 -2 
1953 22.8 66. 5 10.3 1 | a 
1954 23, 1 67.0 | 9.4 1| 2 
1955 | 26.1 (4.4 9.2 | 1  } 


Manmade fibers have been making steady inroads in displacing all natural 
fibers. But the decline in wool production is sharper than in cotton, primarily 
because the price of wool fabrics is relatively high, so that the introduction of 
manmade fibers (far lower in price), has made greater inroads in woven woolens 
than in the relatively low priced cottons. 


WOOL IS MERELY A SEGMENT OF THE TEXTILE INDUSTRY 


All mills that formerly specialized in producing one fiber, such as rayon goods, 
or woolen goods, are now really general textile firms rather than specialty cotton, 
rayon, or woolen firms. 

The trend has been toward amalgamation of mills that formerly specialized 
in weaving one fiber mostly, for we find that the two textile giants of the United 
States own the following mills, producing these fabrics: 


BURLINGTON INDUSTRIES 


Burlington Hosiery Co.: All types of hosiery for men, women, and children. 

Peerless Woolens: Woolen fabrics for men’s and women’s clothing, automotive 
fabrics, blankets, and worsted yarns. 

Burlington Mills: Woven and knitted fabrics of manmade fibers for men’s, 
women’s, and children’s wear, and industrial uses. 

Galey & Lord: Cramerton cotton and cotton blended fabrics for men’s, women’s, 


and children’s wear. 
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Burlington Decorative Fabrics Associates: Fabrics of cotton and manmade 
fibers and blends for upholstery, drapery, ticking, and slipcover purposes; bed- 
spreads and made-up draperies. 

Pacific Mills: Worsted, woolen, and blended fabrics for men’s, women’s, and 
children’s wear. 

Goodall Vinyl Fabrics: Vinyl plastic coated fabrics for automotive and indus- 
trial uses and specialty yarns. 

Ely & Walker: Manufacturers, converters, and distributors of textile products, 

Burlington Narrow Fabrics Co.: Ribbons and other narrow fabrics for decora- 
tive, apparel, and industrial uses. 

Burlington Export Co.: Sales in 54 foreign countries of products manufactured 
by Burlington member companies. 

Burlington International: Woven and knitted apparel and decorative fabrics, 
narrow fabrics, and hosiery, produced and sold in four foreign countries. 

Klopman Mills, Inc: Manufacturing and sales of greige goods of manmade 
fibers and blends. 

Hess, Goldsmith & Co.: Woven glass fabrics and tapes for decorative and 
industrial uses, laminated articles containing glass and other materials and 
yarns. 

Mooresville Mills : Cotton and cotton blended fabrics for apparel and decorative 
fabrics used. 

Raeford Worsted: Worsted and blended fabrics for men’s, women’s, and 
children’s wear. 


Source: Annual report of company (Burlington Industries), 1956. 


J. P. STEVENS & CO., INC. 
Cotton fabrics 


Apalache: Carded fancy dress fabrics and shirtings. 

Appelton: Bleached, dyed, and printed flannels; toweling; diapers; napkins; 
Stevens Twist Twill; corduroys; suitings; drapery fabrics; wide industrial and 
automobile fabrics. 

Hampton Mills: Printing and dyeing cotton apparel fabrics. 

Industrial: Indigo and vat-dyed denims; sheetings. 

Jonesville: Sheetings. 

Patterson: Sheetings. 

Piedmont, Plants No. 1 and 2: Sheetings; drills, Stevens Twist Twill, poplins 
and sateens. 

Ragan: Combed cotton yarns. 

Republic, Plant No. 1: Combed and fine carded dress goods and combed 
corduroys. 

Republic, Plant No. 2: Combed and fine carded dress goods, shirtings, fancies 
and combed corduroys. 

Roanoke, Plant No. 1: Mattress tickings and twills. 

Republic, Plant No. 3: Combed yarn dyed dress, shirting and outer-wear 
fabrics ; ginghams, checks, and chambrays. 

Roanoke, Plant No. 2: Furniture fabrics and mattress tickings. 

Rosemary: Damask, tablecloths and napkins, dress fabrics, mattress tickings, 
and furniture fabrics. 

Utica-Mohawk plants: Muslin sheets and pillowcases, Stevens Twist Twill— 
finishing of sheets, pillowcases and Stevens Twist Twill muslin and percale 
sheets and pillowcases. 

Whitmire: Fine combed shirtings; dress, outerwear, and industrial fabrics. 


Woolen and worsted fabrics 


Dublin: Piece dye woolen flannels, sport coatings, top coatings, and dress 
fabrics. 

Franklin: Finishing woolen and worsted fabrics. 

Tilton: Hockanum piece dye women’s coat and suit fabrics. 

Hannah Pickett: Fancy worsted suiting. 

Marland: Hockanum men’s mixture flannels and sport fabrics. 

Merrimack: Mixture woolen fabrics for men’s and women’s coats and suits. 

Middedgeville: Piece dye worsted suitings and dress fabrics. 

Osgood : Wool combing. 

Nathaniel: Mixture woolen fabrics for men’s and women’s coats and suits. 
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Stevens: Mixture woolen fabrics for men’s and women’s coats and suits. 
Worumbo: Fabrics of wool and specialty fibers for men’s and women’s coats, 
suits and sportswear. 
Fabrics from manmade fibers 


Aragon: Spun shirtings, suitings and dress fabrics. 

Carter: Filament dress and novelty fabrics. 

Carter: Filament dress, blouse, and curtain fabrics; tricot and warp knit 
fabrics. 

Cleveland: All filament and solution dyed spun dress, curtain and drapery 
fabrics. 

Delta Finishing Plant: Finishing fabrics of manmade cotton and blended fibers. 

Dunean: Dress, underwear, suiting, shirting, curtain and drapery fabrics. 

Greer: Blended suitings, drapery, automobile upholstery and carpeting fabrics. 

Monagham: Spun suitings, shirtings, dress fabrics, gabardines, and tropicals. 

Randleman: Yarns spun from solution dyed fibers and blends of manmade 
fibers. 

Slater: Filament blouse, dress and curtain fabrics; fiber glass fabries for 
home furnishings and industrial uses. 

Stanley, Plants No. 1 and 2: Yarns spun from cotton, wool solution dyed 
and natural manmade fibers. 

Victor: Spun suitings, shirting, dress fabrics; automobile convertible top 
fabrics. 

Watts: Blouse, dress, lining, drapery and industrial fabrics. 

Source: Annual report of company (J. P. Stevens & Co., Inc., 1956). 


The recent trend of the above textile giants swallowing up the smaller 
mills is affecting the availability of even simple fancy piece goods in this country. 

Other general textile organizations, such as Deering-Milliken, Textron, and 
Amerace, further illustrate the trend. 

It is evident that we are not dealing primarily with a separate woolen and 
worsted industry, but with a general textile industry, weaving cotton, wool, 
silk, manmade fibers, etc. To pin-point wool imports as the problem of the 
mills is to be blind to reality. The greatest competition that woolen mills face, 
the woolen divisions of Stevens, Burlington, Textron, Deering-Milliken, etc., 
is not from foreign mills, but from mills within their own organizations. We 
should not seek foreign and strange devils to belabor, when actually the cause 
of the difficulty is within one’s own family. 

The fact is that for United States mills, the total end use consumption of 
all textiles by millions of pounds actually increased between 1949 to 1955: 


End-use consumption 


[Millions of pounds] 


Year Total Manmade Cotton Wool Silk Linen 








poundage fibers 
1949... . mera, 5, 780. 4 068. 3 3, 964. 9 728.9 11.4 


1, 068. 6.9 
ae 6, 693. 9 1, 743. 6 4, 310. 1 618.0 6.5 15,7 
' 


Source: Textile Organon, October 1957. 


The textile giants were producing more textiles as a whole in 1955 than in 
1949—there had been no incline in their total business—merely a diversion from 
wool fibers to cotton and manmade fibers. So, even though the textile industry 
is competing within itself, and some fibers grow in importance and others de- 
cline, yet on the whole, the textile industry is growing as our country increases 
in size. 

And as for men’s and boys’ wear—we find in fact that the use of wool has 
actually increased in pounds, although its relative importance has declined due 
to the greater increase in use of manmade fibers. 

The following table shows this in detail: 
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Total poundage used in men’s and boys’ wear 


“| a 


Year Potal fiber} Manmade} Cotton | Wool | Other 
es : | ; : emmuiti illicit ‘ 
| | 
1949. 1, 132. 2 113. 2 | 830. 9 | 186.0 | 2.2 
1955 _ 1, 371.9 209. 9 | 967.5 191.0 | 3.5 
| 


Source: Textile Organon, October 1957. 





Restricting the importation of woven wovlens will be no real aid to the 
American woolen mills for the competition they are suffering from is internal 
and domestic, rather than external and foreign in nature. 

The domestic weavers of wool cloth who have had the foresight to keep pace 
with technological improvements have suffered no diminution of yardage. Quite 
the contrary, they have been able to increase their production substantially. The 
wool fabric producers who, lacking initiative and imagination, were unable or 
unwilling to take advantage of the changing times ask the Government to bail them 
out and in so doing, make the clothing industry their whipping boy. We re- 
spectfully submit that this is not the function of the Government, and that hard- 
ship and chaos should not thus be imposed on our industry. 

It is therefore highly desirable to change our concept of the textile industry and 
to establish new criteria in regard to the textile industry as a whole rather 
than to seek special and separate provisions for the individual fragments that are 
included in the general heading of textiles. We quote Mr. Bernard Smith, at- 
torney for The American Trade Association of British Woolens, Inc., who made 
pertinent remarks on this very problem in his able brief before your committee: 

“We would urge that under the escape clause an industry be specifically defined 
as one consisting of producers of all products that are competitive, interchange- 
able, or serve the same or similar industrial purposes.” 

Mr. Smith supported his conclusion by referring to the case of the United States 
v. du Pont & Co, (351 U.S. 877), the so-called Cellophane case. 


INDUSTRY RECOMMENDATION 


We therefore, recommend as an alternative that 1948 be the base year for 
determining the production of domestic woven wool fabrics; a change in the 
present narrow definitions of textile types now being produced. We urge an 
amendment to the pending act that will recognize actual methods of production 
and sales as currently existent in the United States, so as to take into full 


consideration the actual “workable competition” of the “battle of fibers” in the 
textile industry. 


THE NEW ACT MAY DESTROY—NOT ENCOURAGE—IMPORTS OF WOOL FABRICS 


Under the proposed extension of the Trade Agreements Act the Government will 
be permitted to increase duties 50 percent above the level of the high protection 
Tariff Act of 1930. At that time the tariff duty on imported wool fabrics was 
60 percent. This means that the President will be enabled, under the pending 
act, to increase the tariff duty to 90 percent, for the provisions of the pending act 
permit the President to increase tariff duties by 50 percent over those in effect 
July 1, 1934, if and when the quota has been exceeded. For all practical 
purposes this means that the administration will be given the power to auto- 
matically cut off wool fabric imports that exceed 5 percent of domestic production 
by imposing a 90-percent tariff duty rate. 

In actual fact, this provision is a bald attempt to destroy international trade 
of imported woolens under the cover of encouraging international trade, and we 
recommend that the pending act be amended, so that the President may not be 
permitted to increase tariff duties to the fantastic rate of 90 percent ad valorem! 

Certainly, based upon our past experience, the administration had totally 
disregarded the fact that we were importing woven wool fabrics that were not 
produced in this country, and had arbitrarily raised the tariff duty rates to the 
highest extent permissible under law. To give the administration the power 
to raise the tariff duty to 90 percent is to give it the power to destroy foreign 
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trade. Based upon our past experience there is every liklihood that the admin- 
istration may take full advantage of such harsh provisions in the Act. 


INDUSTRY RECOMMENDATION 


Therefore, we strongly recommend that the committee restore the base period 
for determination of the tariff duties as now existent in the present act, and 
remove those provisions in the pending act which will actually destroy—not 
encourage—international trade. 

CONCLUSION 


The various recommendations that we have made in the body of this state- 
ment are primarily for the purpose of: 

(1) Eliminating the “roadblocks” that have been experienced by our industry 
in recent years due to whimsical regulations and restrictions that have brought 
confusion within our industry, hampered production, and created unemployment 
during the latter months of each year. 

(2) To resuscitate the original intent of GATT when first signed, and prevent 
the imposition of varying quotas due to changes in base years in accordance 
with production of domestic woven wool fabrics. 

(3) To group properly the various segments of the textile industry in ac- 
cordance with actual production as it is really carried on in the United States 
today. 

(4) To eliminate those provisions of the pending Trade Agreements Act that 
may be used to destroy international trade rather than encourage foreign 
imports, 

It is our mature opinion that if our recommendations for change in the pend- 
ing Trade Agreements Act are fully carried forth, the original intent of GATT 
will be maintained to the mutual benefit of American industry and foreign 
exporters as well. 

Harry A, CoRBIN, 
Heecutive Secretary, Clothing Manufacturers Association of the United 
States of America. 





STATEMENT PRESENTED BY MorTON J. BAUM, PRESIDENT, CLOTHING 
MANUFACTURERS ASSOCIATION OF THE UNITED STATES OF AMERICA 


As president of the Clothing Manufacturers Association, the national organi- 
zation of the men’s and boys’ clothing industry in this country, and as the 
executive vice president of the Hickey-Freeman Co. of Rochester, N. Y., I am fully 
cognizant of the many problems arising as a result of the restrictions on the 
wool import quota in accordance with the recent proclamation of the President 
made pursuant to the provisions of the Geneva reservation in accordance with 
the Reciprocal Trade Act. 

The members of our industry import from 80 to 85 percent of all woven wool 
fabrics coming to this country, and my own company purchases approximately 
50 percent of its total fabrics in foreign countries. 

While it is the policy of my company, and of many clothing manufacturers 
to purchase goods from American mills, wherever possible, yet high styled fancy 
woven wool fabrics are not produced in this country, and manufacturers of 
better clothing must necessarily buy some of their fabrics from foreign sources. 
This trade practice is not new, and in fact has been going on for generations. 
Our own company, known nationally as a maker in the better clothing field, has 
purchased foreign fancy fabrics for over a generation. 

Our industry presented to the Committee for Reciprocity Information detailed 
data conclusively proving that fancy woven wool fabrics were not produced 
for many many years, and that there are no mills in this country today that 
offer and produce such fabrics made in the foreign countries in the relatively 
small quantities and large varieties needed in the higher priced field. However, 
our arguments were entirely disregarded, and no special provision was made 
in the President’s proclamation which would grant exemption for such fabrics 
when the so-called “breakpoint” of the import quota was reached. 

I wish to stress the great confusion that existed in our industry June and 
July of 1957, when wool imports neared the breakpoint of 14 million pounds, 
and the tariff rate rose sharply from the 25 percent to the 45 percent rate. 
There was utmost chaos and a seramble to “get under the wire” which was 
certainly contrary to good government policy and to normal methods of production. 
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Because of the fact that the President has imposed practically the same 
restrictions for 1958 such as occurred 1957, we can expect a repetition of the 
unfortunate events that occurred last year. 

Certainly the provisions of the pending Trade Agreements Act should prevent 
a continuance of the harsh restrictions imposed by the President’s proclamation 
whereby foreign goods that are not produced in this country are unduly restricted. 

Again, the fact that the pending bill is based upon tariff rates existing in 
1930, the men’s and boys’ clothing industry faces the possibility that the Presi- 
dient will raise tariff duties not up to 45 percent—but up to 90 percent of 
ad valorem. 


It is the declared aim of the administration and the Congress to promote 
foreign trade. Therefore, I recommend that: 

(1) The President be required to exempt from import quotas such fabrics 
that are not produced in this country, and have not been produced for many 
years previously. 

(2) That the present limitations be retained and not extended. 

Unless proper provisions and amendments are made in the pending act to 
safeguard the import of better fabrics and prevent the imposition of fantastic 
tariff rates, the very purpose of the act will be negated. 


THE SAN FRANCISCO AREA WoRLD TRADE ASSOCIATION, 


February 17, 1958. 
Hon. WiLsur D. MILLs, 


Chairman, Committee on Ways and Means, 
United States House of Representatives, 
New House Office Building, Washington 25, D. C. 

DEAR REPRESENTATIVE Mitts: The San Francisco Area World Trade Associa- 
tion has supported the Reciprocal Trade Agreements Act from its inception. 
The San Francisco Chamber of Commerce to which the World Trade Associa- 
tion is affiliated enunciated its tariff policy on February 4, 1932, calling upon 
the Congress for machinery for reciprocal concessions in tariff rates in the 
interest of the revival and upbuilding of our foreign commerce. We commend 
the Congress for continuing the Trade Agreements Act, passed in 1934, and 
renewed from time to time since. 

No other instrument has had the beneficial effect on foreign trade and rela- 
tions between the United States and friendly foreign countries since the program 
first became operative in 1934. This is proved by the fact that Congress has 
extended the act from time to time, and in each instance all phases of its 
provisions were carefully considered by the National Congress and _ business. 
The benefits of this act are particularly well adapted to the 1958 foreign policy 
of the United States to replace foreign aid by foreign trade and to strengthen 
the peoples in the free world. Because of the proven success and benefits under 
the Reciprocal Trade Agreements Act and its adaptability to current world 
conditions, we now urge that Congress renew the act in its present form as 
permanent law. Such action will add needed stability, continuity and perma- 
nence to our economic policy. 

We feel the escape clause and the peril point amendments to the act in 1951 
are cumbersome, and studies should be undertaken for their early revision to 
accomplish effective and prompt administration of the Trade Agreements Act. 

The first multilateral conference for the reduction of tariff barriers in which 
the United States participated was held at Geneva in 1947 and the General 
Agreement on Tariffs and Trade (GATT) was drawn up to incorporate and 
protect the reductions and bindings (or concessions) in the tariff rates. At 
this and 2 subsequent meetings, at Annecy in 1949 and Torquay in 1950-51, 
the United States concluded trade agreement negotiations with 34 nations 
which account for four-fifths of the world’s trade. The General Agreement 

on Tariffs and Trade (GATT) includes a set of general provisions relating to 
the conduct of international trade, as well as the schedules of tariff concessions. 
GATT has accomplished the desired results in securing a multilateral reduction 
in tariffs and elimination of trade barriers, which are promoting a freer flow of 
international trade among the leading nations of the world. Furthermore, 
GATT has provided a forum for settlement of trade disputes arising from 
breaches of the GATT rules of fair trading. United States support of and 
adherence to GATT should be continued. 
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The San Francisco Area World Trade Association reaffirms the policy first 
enunciated in 1982 and recommends renewal of the Trade Agreements Act in its 
present form for not less than 5 years and preferably without an expiration date. 

Sincerely yours, 
Rosert TAY Lor, President. 





SAN FRANCISCO WORLD TRADE CENTER AUTHORITY, 
San Francisco, Calif., February 27, 1958. 
Hon, W1teuRk D. MILLs, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 


Deak REPRESENTATIVE MILLS: The San Francisco World Trade Center Au- 
thority, a State of California agency responsible for the operation of the first 
and largest international merchandising mart in the Western United States 
and Pacific Ocean area, wishes to declare its unanimous action in favor of the 
passage of (H. R. 10368) providing for the extension of the Reciprocal Trade 
Agreements Act for a minimum period of 5 years. 

The sponsors of the World Trade Center for Northern California, represent- 
ing government, industry, agriculture, and labor have contributed to the prog- 
ress of world commerce via the Golden Gate, entrance to San Francisco’s world- 
famed harbor, when they planned, constructed, and placed into successful opera- 
tion this new $2.5 million structure dedicated to trade, travel, and transporta- 
tion of products and peoples between the United States and world markets. 
Kighteen foreign nations and seventy-five organizations fostering the exchange 
of goods between America and foreign markets are now housed in the center, 
which opened its doors 2 years ago as the cornerstone of world trade develop- 
ment for the San Francisco harbor region. 

The values of international commerce to the economy of the San Francisco 
Bay area, to California and to the Pacific coast of the United States and the 
western inland States, are almost immeasurable in terms of monetary income, 
employment and stabilized returns from the products of agriculture and industry 
in this region. 

In northern California alone, world trade has reached an annual level of $1 
billion, which is equaled by the overseas trade revenues of southern California 
to return to the State of California a total of $2 billion annually—a sum equal 
to the total annual operating budget of the State government. 

Renewal of the Trade Agreements Acts, which has been the guiding influence 
in the successful operation of United States foreign economic policy for the past 
23 years, is highly essential to the continuing prosperity of commerce and 
industry throughout America, and equally vital to the preservation of peaceful 
worldwide relationships through increasing two-way trade between our country 
and the nations of the free world. 

In the port communities bordering San Francisco Bay and inland navigable 
waters are thousands of workers employed in every type of activity linked to the 
operations of seaborne commerce ashore and afloat. It is reliably estimated that 
1 of every 3 gainfully employed (nonfarm) persons in this metropolitan bay area 
depends directly or indirectly upon a continuing high level of ports commerce 
for his job opportunities. 

The San Francisco Bay area ports, representing the key gateway to Pacific and 
world markets, have called upon their neighboring rural and metropolitan com 
munities and the cities and States of western America to add their endorsement 
to this Trade Agreements Act which provides the machinery, both equitable and 
effective in operation, that underwrites the invaluable trade relations between 
the United States and foreign nations. 

There is a challenging need for positive American action in renewal of the 
Trade Act that is our foremost national weapon in countering the Soviet economic 
offensive which seeks to win more satellites to the Communist bloc. 

Maintenance of fair and impartial trade negotiations existing under the pro- 
visions of the Trade Agreements Act are also essential to American relationships 
with the new European Common Market and with the trade development needs 
and problems of ECAFE—the United Nations Economic Commission for Asia 
and the Far East. For the United States to abandon its proven program of 
effective two-way global trade relationships provided for by the act, which 
contains all proper safeguards protecting the interests of American industry, 
would be disastrous in this critical period of international relationships. 

For these imperative reasons, which point the way for the United States of 
America to continue its charted course for the preservation of world peace 
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through world trade, the members of the San Francisco World Trade Center 
Authority hereby recommend and urge favorable action by your esteemed com- 
mittee in endorsing renewal of the Reciprocal Trade Agreements Act in the 
report of your committee to the 85th Congress. 
Sincerely yours, 
Harry J. Borie, 
Chairman, San Francisco World Trade Center Authority. 


THE SECRETARY OF COMMERCE, 
Washington, April 3, 1958. 
Subject: Alleged use of Soviet timber in Japanese plywood. 
Hon. WiLBuR D. MILLs, 
House of Representatives, Washington 25, D.C. 


Deak Mr. Mitis: The Department of Commerce, in answer to questions at the 
recent hearing of the Ways and Means Committee, has investigated the alleged 
use of Soviet timber in the manufacture of plywood imported into the United 
States from Japan. Our findings are that the allegations are not true and that 
there is very little possibility that Russian timber would be used for the follow- 
ing reasons: 

1. Russian timber has too many imperfections (knots) to be suitable for use 
in plywood. 

2. Its use even as core stock is difficult and impractical because of adhesion 
problems. 

3. The diameter of the Soviet logs is considered to be too small for practical 
use in plywood. 

4. Costs of plywood production would be higher for Russian timber than for 
lauan timber, chiefly because of the small percentage of utilizable wood in the 
Russian timber. 

5. The supply of available Philippine logs is sufficiently large to make un- 
necessary the consideration of Soviet logs for plywood. 

In 1957 Japan imported a total of 4.9 million cubic feet of logs from the Soviet 
Union. These consisted chiefly of silver fir, spruce and larch. The silver fir 
and spruce are used in roughly equal quantities for construction, packing ma- 
terial, and manufacture of furniture. The larch is used mostly in construction. 

This information has been supplied to us by the most reliable sources. We 
believe that this should terminate one area of discussion. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


REEVES EQUIPMENT CoRP., 
New York, N. Y., February 4, 1958. 
Leo H. Irwin, 
Clerk, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR Sir: It has come to our attention that the Trade Agreements Act may not 
be extended for another 5 years. 

We want to express with this letter that we, as Reeves Equipment Corp., are 
very much against the increasing of duty (tariff of imported merchandise), 
especially of sound recording devices, radios, electronic devices, motion picture 
production equipment, etc. 

Our company specializes in the importing and exporting of the above-men- 
tioned equipment, and our sales and purchases are over $1 million; and we 
transact approximately one-half in imports and one-half in exports. We are 
selling nearly $100,000 worth of motion picture equipment to Japan and we are 
importing practically nothing from Japan. We probably could not export any 
of our equipment to Japan if Japanese merchandise could not be sold here in 
this country. 

We import several hundred thousand dollars worth of sound recording devices 
from Norway and export to Norway and to all of Scandinavia about $100,000 
worth of magnetic tape and some hi-fi equipment. We again believe that if 
Scandinavia could not export freely to this country and pay a relatively low 
rate for customs duty, we could not export any merchandise to these countries. 

We believe that for the time being imports and exports are well balanced and 
if imports would be restricted substantially, we on the whole would be losing 
and our company would certainly have to dismiss personnel and we would have 
to operate on a much smaller scale. 
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We therefore ask that you kindly do everything possible to avoid any change 
in customs legislature. 
Nore.—All figures referred to above are on an annual basis. 
Very truly yours, 
REEVES EQUIPMENT Corp., 
Eric DARMSTAEDTER, President. 


House OF REPRESENTATIVES, 
Washington, D. O., February 24, 1958. 
Hon. Wi1Buk D. MILs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. CO. 


Deak Mr. CHAIRMAN: It is my understanding that the Committee on Ways 
and Means is presently hearing testimony on the subject of reciprocal trade 
agreements. I wish to submit copy of a letter from Mr. C. L. F, Wieber, presi- 
dent of the Clauss Cutlery Co., which specializes in the design and production 
of scissors and shears. I feel this letter is most pertinent. 

I trust that the material embodied in Mr. Wieber’s letter might be included 
in the committee report at the appropriate place. 

I will appreciate your advice concerning the committee’s approval of the 
enclosed for inclusion in your report at the proper time. Thank you for your 
consideration to this matter. 

Sincerely yours, 
A. D. BAUMHART, Jr., Member of Congress. 

Enclosure. 


CiLauss CUTLERY Co., 
Fremont, Ohio, February 19, 1958. 
Hon. A. D. BAUMHART, Jr., 
House Office Building, Washington, D.C. 

Deak Mk. BAUMHART: Shortly you will be in the midst of the congressional 
hearings on tariff legislation that is being urged by our President to extend the 
Reciprocal Trade Agreements Act for 5 years. 

This is to advise you that the few manufacturers still left in our industry 
strongly oppose this action. Most of the manufacturers have in the past 3 or 4 
years closed their shops and a number of them are now acting as import jobbers, 
buying their shears, scissors, and manicure implements, and surgical scissors 
in Germany, Italy, and more recently in Japan. 

This industry applied for relief through the Tariff Commission, which after 
very careful study recommended that the tariff be increased to what it formerly 
was. The President turned down this recommendation, despite the fact that 
the records showed great harm was being done to this industry because of the 
ever increasing imports from Germany and Italy. 

Shears and scissors manufactured in Germany and Italy are being sold con- 
tinuously in department stores, hardware stores and other retail outlets at any- 
where from one-third to one-half of the prices that dealers are obliged to ask for 
domestic items of the same quality. 

There has not been a single year since our tariff was cut by 50 percent that 
imports have not increased anywhere from 25 to 50 percent from the year 
previous. 

On February 7, 1958, the Office of Defense Mobilization made public a list of 
the various types of items which might be required to sustain the civilian popu- 
lation and military personnel after a nuclear attack. This list included under 
(BE), “Emergency surgical instruments and supplies”: forceps, hemostat ; forceps, 
tissue; forceps, dressing; scissors, bandage; scissors, general surgical; obstetri- 
cal forceps, and scissors. 

These items were made in large quantities during the First and Second 
World Wars in this country and were in great demand. If there were a nuclear 
attack the need would be immediate and, for your information, there would 
be no possibility of domestic manufacturers to even begin making deliveries 
within 1 year, even though our entire production were devoted to those items. 
Today we are producing practically none because of the low-priced items being 
imported from Germany and Italy. 

Even if our present duty were doubled the imported items could be sold at 
far less than these same products produced in this country. 
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We, therefore, urgently request you to vote against extension of any recip- 
rocal trade agreements, otherwise it will be only a matter of a short time 
before there will be no manufacturers in our industry left in this country. 
As outlined in the Constitution of the United States, Congress alone—not our 
President or State Department—must assume this responsibility. 

Your attention should also be directed to the fact that shears and scissors 
are used in every household and almost all producers in their factories, whether 
they make rubber goods, textile products, plastics, automobiles, electronic or 
electrical appliances, in general construction, or in any type of business you 
ean think of. 

H. R. 10368 must be defeated. 

Thanking you, I remain . 

Respectfully yours, 
SHEARS, SCISSORS AND MANICURE 
IMPLEMENT MANUFACTURERS ASSOCIATION. 
C. L. F. Wreser, Chairman, Tariff Committee. 


H. J. Hetnz Co., 
Pittsburgh, Pa., April 16, 1958. 

My Dear Mr. Boaes: During the last 3 years, the undersigned so-called 
public advisers to the United States delegation of GATT were exposed to the 
full impact of the role which the United States played as a member and the 
results obtained through the multilateral negotiations processed in the clear- 
cut interest of American industry, labor, and agriculture. 

We thought that our point of view, expressed in question and answer form, 
might be of value to you in the forthcoming debate on the renewal of RTA 
and OTC. 

Sincerely, 


H. J. Heinz II; Mr. Elliot V. Bell, editor and publisher, Business 
Week, New York, N. Y.; Mr. Andrew J. Biemiller, director, 
department of legislation, AFL-CIO headquarters, Washington, 
ton, D. C.; Mr. Bryant Essick, president, Essick Manufacturing 
Co., Los Angeles, Calif.; Mr. Arthur B. Evans, member Presi- 
dent’s National Agricultural Advisory Committee, and livestock 
breeder of Cedarville, Ohio: Mr. Lamar Fleming, Jr., president, 
Anderson Clayton & Co., Houston, Tex.; Mr. Allan B. Kline 
(former president of the American Farm Bureau Federation), 
Western Springs, Ill.: Mr. Stanley Ruttenberg, director, depart- 
ment of research, AFL-CIO headquarters, Washington, D. C.: 
Mr. Bert R. Seidman, staff economist, American Federation of 
Labor, Washington, D. C.; Mr. Russell G. Smith, executive vice 
president, Bank of America, San Francisco, Calif.; Mr. Laurence 
F. Whittemore, chairman of the board, Brown Co., Berlin, N. H. 


1. What is the GATT? 


The GATT (General Agreement on Tariffs and Trade) is an agreement be- 
tween 37 countries to work together to increase world trade on a mutually bene- 
ficial basis by reducing trade barriers. The GATT is patterned after the trade 
agreements negotiated with 29 countries under the Trade Agreements Act of 
1934 and its extensions. It is the negotiating authority granted to the execu- 
tive department by Congress that makes possible our participation in the GATT 
processes, enabling the United States to obtain greater benefits for this country’s 
export trade. 


2. Under what authority does the United States participate in the GATT? 


The Trade Agreements Act, enacted by the Congress in 1934 and extended on 
10 occasions since, authorizes the President to “enter into trade agreements with 
foreign governments” to expand markets for American products abroad. The 
GATT is an extension of these bilateral agreements. 


8. Why hasn’t the GATT been submitted to the Congress for approval? 


The President is authorized by the Congress to negotiate trade agreements in 
accordance with specific standards. GATT is, in effect, the composite of trade 
agreements previously negotiated between individual countries. After long, un- 
happy experience with tariff ratemaking, Congress in 1934 set up procedures and 
standards and turned the task over to the President. 
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j. Doesn't the GATT prevent Congress from enacting tariff and other measures 
to regulate forign trade? 

Not at all. Congress retains its full authority to increase tariffs or impose 
other restriction on imports at any time. Furthermore, existing safeguards to 
American industry and agriculture are in no way impaired by United States 
participation in the GATT. 

5. What benefits has the United States obtained by participation in the GATT? 


(a) Tariffs have been reduced on products which make up more than half of 
world trade. This has contributed importantly to the development of healthy 
international trade, and has helped greatly to expand the foreign markets for 
American products. 

(b) Import quotas and other nontariff barriers, particularly those against 
imports from the United States, have been reduced or eliminated at a faster pace 
than they would have been otherwise. 

(c) The number of international trade disputes and complaints has been re- 
duced. Moreover, countries which are parties to complaints can get together 
and come to an amicable agreement on the basis of generally accepted trade prac- 
tices embodied in the GATT. 

(d) The procedures created through GATT are most effective and important 
instruments for strengthening the ties among the free nations. Countries which 
participate do so on a completely voluntary basis and have but one objective— 
the expansion of world trade. 


6. Haven’t foreign countries denied us the benefits of tariff reductions by imposing 
quotas on American goods despite the GATT? 


Foreign import quotas were imposed, particularly on American goods, at the 
end of World War II because of the shortage of dollars or other foreign exchange. 
Mainly through the machinery of GATT those restrictions were reduced as fast as 
conditions could permit. It has done this in two ways: (a) The countries par- 
ticipating in the GATT have agreed through that instrument to impose and main- 
tain discriminatory quotas only when certain conditions require such (mainly 
foreign exchange shortages), and to remove those restrictions when conditions 
improve. (b) GATT as a composite of these bilaterals has contributed greatly to 
the expansion of world trade and thus to the reduction or elimination of foreign 
exchange shortages. 


7. Doesn’t the United States give away too much in these international tariff 
negotiations in GATT and get too little in return? 

Not at all. In the first place, the decisions regarding what tariff cuts are to be 
offered in tariff negotiations are not made by the State Department. Such de- 
cisions are made by the President on the basis of recommendation of the inter- 
ested Department—Treasury, Commerce, Defense, Agriculture, Labor, Interior, 
and State. These recommendations are put forward only after thorough study 
including public hearings and Tariff Commission “peril point” findings. 

In the second place, the Congress sets the basic standards and limits within 
which tariff negotiations must take place. 

In the third place, those of us who have been present during negotiations have 
observed the hard bargaining, in true Yankee tradition, by our negotiating teams. 
They have insisted on getting full value for each concession made by the United 
States. 


8. How are the views of American labor and industry taken account of in tariff 
negotiations? 

(a) Views made known by industry concerning particular tariff rates are taken 
into consideration along with other information in preparing initial lists of pos- 
sible concessions to be offered and requested in negotiations. 

(b) These lists are published and hearings are scheduled by the executive 
branch at which interested parties present their views. Concessions by the 
United States can be granted only on items selected from the public lists. 

(c) The United States Tariff Commission also holds open hearings on the 
public lists and establishes “peril points” on each item as required by law. A 
“peril point” is the level below which a tariff rate cannot be reduced without 
threatening serious injury to American producers. 

(d) Labor and industry representatives are contacted for information during 
preparations for negotiations and, at times, even during actual bargaining. 

(e) Commodity information flows from industry through the commodity spe- 
— in the various agencies to the groups working on trade agreement prob- 

ems. 
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9. Why is the OTC needed? 


The OTC (Organization for Trade Cooperation) would provide improved ad- 
ministrative machinery for the GATT. At present, the countries participating in 
the GATT meet in annual sessions or occasionally in ad hoc sessions to exchange 
views on trade problems. These arrangements do not constitute the most busi- 
nesslike means for dealing with international trade matters. The OTC would 
provide effective administrative machinery, a high-level staff, and a continuously 
available arrangement for discussion of international trade problems. 

This improved machinery would help the United States to obtain the full bene- 
fits of the GATT for its export trade. 


10. In joining the OTC, would the United States be surrendering control of our 
tariff policy to an international body? 

Emphatically no. The OTC would be exclusively an administrative organiza- 
tion. It could not take away any powers of the United States Congress. It would 
have no control whatsoever over United States tariffs. The OTC would have no 
supranational powers. The same is, of course, true of GATT itself. 


Getz Bros. & Co., 
Pasadena, Calif., February 12, 1958. 
Hon. WixLsur D. MILLs, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

Dear Sir: We wish to express our wholehearted support for the renewal of 
the Reciprocal Trade Agreements Act. We believe that it is a foregone con- 
clusion that reciprocal trade between nations has become an extremely essential 
part of our economy. Without the Reciprocal Trade Agreements Act, our cur- 
rent trade between other countries and ourselves would be seriously jeopardized. 

Not only would this weaken our own economy as a result of serious loss in 
business to American business in general, it would also represent a serious loss 
in revenue to the Treasury Department through import tariffs as a result of a 
reduction in import traffic. 

Both export and import trade are for many reasons essential to the United 
States. We do not necessarily advocate an increase in import trade into the 
United States as such; however, we feel that the facts available prove that 
unless we make an honest attempt to increase our import trade our export trade 
must suffer. Throughout our entire history the United States has been a cred- 
itor nation and, although to some aspects of industry this may appear to be an 
advantageous position, it has in many instances seriously weakened our position 
of leadership overseas. 

Further, an expansion of our export business is for obvious reasons extremely 
desirable. A continuation of our export trade at its current level is almost an 
essential to avoid serious repercussions in our economy. 

Undoubtedly facts and figures of a supporting nature have been made avail- 
able to you from much more authoritative sources than ourselves. For that rea- 
son we will make no attempt to support our contentions above with such figures 
as We are certain are already readily at your disposal. Suffice to say we are 
convinced, as we are sure most clear thinking businessmen are, that the Recip- 
rocal Trade Agreements Act is absolutely essential if our position in world trade 
is to be maintained and to be expanded. 

For the reasons stated above we are not only strongly in favor of continuation 
of the Reciprocal Trade Agreements Act but wish to voice our objections at this 
time to any attempt at prejudicing the intent of the Reciprocal Trade Agree- 
ments Act with a restrictive rider. We make particular reference to the at- 
tempts of certain special interest groups to attach a rider to the Reciprocal 
Trade Agreements Act placing import quotas on specific commodities. We have 
learned through various channels that such a movement is definitely afoot. 

If these special interest groups were successful in any way in attaching a 
rider to a law which is of such extreme importance to the economy of the United 
States and which would be exactly contrary to the intent of the Reciprocal 
Trade Agreements Act, we feel certain that the damage would be immeasurable. 

We sincerely hope that your committee is fully cognizant of these attempts 
and will take necessary steps to avoid their actually coming about. 

Yours very truly, 
D. L. Borum, 
Sales Manager, United States Import Division. 
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STATEMENT OF RENE A. MAY, PRESIDENT OF GETZ Bros. & Co. ofr San 
FRANCISCO, CALIF., IN Support oF Briis H. R. 10368 ann H. R. 10369 “’TraprE 
AGREEMENTS EXTENSION Act OF 1958,” 857TH CONGRESS 


Forty-two years as an American exporter has made it quite obvious to 
me that American goods can be sold abroad in ever increasing volume by a 
vigorous import program which allows other nations to sell their products 
in the American market. 

Our firm prior to World War II did very little importing. However, we 
realized shortly after the war that it would only be a matter of time before 
the free world used up its dollars whether by war time earnings or from 
aid plans. We also could not justify selling American manufactures through 
our own branch offices in the many countries where we operate without en- 
deavoring to help these respective economies by buying their manufactures. 

Of particular assistance in our import program has been the benefits of 
the Reciprocal Trade Agreements and we feel the importance of the continuance 
of this program without any restrictive riders is of paramount importance 
to the United States irrespective of personal consideration. 

Our foreign economic policy cannot be separated from our defense policy 
abroad. Unless we can take positive action in lowering trade barriers which 
the reciprocal trade program provides we cannot expect our allies to look 
favorably upon our requests for a mutual defense policy. While no nation 
desires to cut off its nose to spite its face, a definite friendliness is generated 
by trade and the willingness of another nation to buy its goods which exercises 
such an impact on public opinion of our friends electorate. 

Aid is an expedient yet, in the long run, it is neither palatable to the re- 
ceiving country nor to the American people. We do not want to subsidize the 
economies of our allies forever nor do our allies desire charity. Our allies 
want to earn their way and they must sell their goods to reach this goal. 

We in California particularly realize the importance of trade for it affects 
every aspect of our economy. The prosperity of our cities and our rural areas 
is contingent upon trade. Thousands are employed in our port cities by trade 
whether it be our sailing men, stevedores, warehousemen, draymen, banks, 
insurance companies, export and import houses. Our factories profit from this 
trade not only in the purchase of raw materials necessary for their existence 
but in the finished goods which are sent to the six other continents. 

Our agriculture is to a great degree supported by export whether it be our 
cotton, our great citrus industry, our fruits and vegetables which pass through 
our canneries to all sectors of the world and our dried fruit industry which 
has relied for decades on insatiable hunger of friends across the seas. 

Trade barriers, whatever they might be, are inconsistent with our living 
concept of freedom of enterprise in which we as Americans take such pride. 
This concept means freedom from within and from without. In the past decade 
our Nation’s prosperity has not suffered because of imports. Our national 
product is greater than ever before. Twenty billion dollars of goods were ex- 
ported in 1957. Think of the millions of man-hours of labor to produce this 
vast quantity of goods. 

During this hearing we ask you to search below the surface of the opposition 
to the Reciprocal Trade Agreements. Are the opponents suffering because of 
imports or are they suffering because of technological changes or are they 
trying to make marginal, inefficient facilities serve as the norm? 

It is not only the Nation which must suffer in its relations with its friends 
should this program not be continued on the basis which President Eisenhower 
has presented to Congress, but it is the consumer who suffers in the end, the 
American worker, the American officeworker who must pay more for his 
necessities of life because of a domestic monopoly. 

We cannot let parochial interests stand in the path of a policy which benefits 
the majority. I urge the passage of the present reciprocal trade program as 
presented by the administration without debilitative amendments. 





ToserR BASEBALL Mra. Co., INc., 
Rockville, Conn., February 19, 1958. 
Mr. Leo H. IrwIn, 
The Committee Clerk, 
Room 1102, New House Office Building, Washington, D.C. 
Dear Sir: The Manufacturers Association of Connecticut has advised us 
that public hearings on the renewal of the Reciprocal Trade Agreements Act 
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have been scheduled before the House Ways and Means Committee beginning 
Monday, February 17. 

We would very much appreciate your accepting this letter, to be included in 
the printed record of the hearings, in which we strongly protest any further 
reduction of the existing tariff rates. 

We are particularly alarmed by the very great increase of the importing of 
inexpensive toy baseballs and softballs from Japan during the past few years. 
For example, the dollar volume of such imports prior to 1956 was between 
$10,000 and $16,000 annually. However, in 1956 the total dollar volume of such 
imports was $27,000 and for the first 6 months of 1957 the dollar volume more 
than doubled to $58,000. These figures can be verified by the report of the 
United States Bureau of the Census, United States Import of Merchandise for 
Consumption, Report F. T. 110. 

The result of this increase of the importing of inexpensive baseballs and soft- 
balls has been clearly indicated by a reduction of sales in comparable numbers 
which we manufacture and sell at a price that cannot compete with the price 
of the Japanese imports. 

We should, therefore, like to go on record as advocating an increase of the 
tariff rate on inexpensive baseballs and softballs and would appreciate your 
accepting this written statement. 

Very truly yours, 
Ricuarp D. Toser, Vice President. 


LANDIS & Gyr, INC., 
New York, N. Y., March 19, 1958. 
Hon. WicsuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
House Office Building, Washington 25, D.C. 


Dear Mr. Mirrs: Many controversial views and opinions are appearing these 
days in the papers in connection with H. R. 10368 which proposes an extension 
of the Trade Agreement Act and is now being discussed in your committee. 

Much of the protectionists’ arguments tend to blame the present economic 
recession on imports of competitive products. Proponents of these views are 
trying to prevent the extension of the act or at least to emasculate it to the 
point of making it ineffective. In view of these controversies, I feel that as a 
citizen, voter, and taxpayer interested in the general welfare of our country, 
I should advise you of my views in this matter. 

For 28 years I have been active in New York in the importation of electro- 
technical and mechanical components, most of which are being used either by 
the public utility industry or by American manufacturers of measuring and 
control equipment and built into the products which they make in this country. 

In my activities in these fields the firm which I am managing has never 
attempted to compete with American manufacturers by simply offering an 
import equivalent to their own products. I have long since found that the 
only way to be successful in the import business is to bring to the American 
market something unusual, a product either of a quality or with features not 
available from the domestic manufacturers. This is the policy which we have 
been pursuing over the years. In some instances a domestic production de- 
veloped after a while and now we are selling alongside each other on a friendly 
basis, supplementing the locally available lines. In other instances we have 
found that even after 3 to 4 years of importations, we still are alone in offering 
a product which would otherwise not be available in this market. The many 
spontaneous compliments which we receive from American users of these im- 
ported products are eloquent proof that we are performing in this market a 
very necessary and highly welcome function. I am quite sure that most im- 
ported lines, at least in the field with which I am familiar, can be sold here 
for these very same reasons and not because they are competing against 
adequate domestic equivalents. 

In my annual travels abroad I find that exactly the same conditions exist 
for American products in foreign countries. American appliances, refrigerators, 
washing machines, radios, automobiles, trucks, earth-moving and agricultural 
machinery, are all products that are being used in large quantities abroad be- 
cause this country excels in making them and succeeds in successfully selling 
them in foreign countries, in many cases because this country provides an equal 
chance for corresponding imports. Without these opportunities trade would 
shrink and one of the best ways of making it shrink fast would no doubt be to 
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mutilate the Trade Agreements Act and make it ineffective as the protectionist 
forces in this country are now trying to do. 

Many other arguments for the continuation of this vital program have been 
advanced by organizations all over this country far more forcefully than I could 
do. I thought, however, that you would be interested in having my views as 
they developed out of years of activity in this field and I do hope that your com- 
mittee will decide for a full 5-year extension of the Trade Agreements Act in 
its present form because such extension will be in the best interest of the 
country as a whole. 

Very truly yours, 
M. WIESENDANGER, 
Executive Vice President. 


M. PAQuEt & Co., INc., 
New York, N. Y., February 25, 1958. 
Re reciprocal trade agreements program. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 


GENTLEMEN: Our president has written you regarding the support of the 
extension of the Reciprocal Trade Agreements Act as requested by the Presi- 
dent. And the writer who has been for the past 40 years engaged in inter- 
national trade, and has watched the progress made since these Reciprocal Trade 
Agreements Acts have been enacted, would like to add another voice to the sup- 
port of the extension of the Reciprocal Trade Agreements Act. 

It seems that no legislation has been more important to the country’s domestic 
economy, and the increased export and import trade than this particular act. 
Not only that, but it has provided jobs for several million Americans, and it 
has promoted good will with our allies which is very necessary, in fact, more 
necessary than ever at the present time. 

The writer cannot too strongly or earnestly urge that the Reciprocal Trade 
Agreements Act be extended as requested, because it is really vital to our safety 
as well as to our economy. 

Yours very truly, 
W. D. Noonan, Secretary. 


M. Paquet & Co., INGC., 
New York, N. Y., February 25, 1958. 
Re reciprocal trade agreements program. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 


DEAR Strs: The many years that we have been engaged in international trade 
in steel and nonferrous metals, has proven to us the importance of the Reciprocal 
Trade Agreements Act, for we know that this act has played a vital part both in 
international trade and in our domestic economy. 

It is unthinkable to contemplate that there should be any doubt about the ex- 
tension of the Reciprocal Trade Agreements Act requested by President Eisen- 
hower, and our company earnestly supports the extension requested. 

The writer, as president of this concern, has made frequent trips to the 
European and South American countries, and from his personal knowledge and 
dealings abroad, can confirm the utmost importance of the promotion of increased 
trade with our allies. It is against their wishes to deal with the Communist 
world, and they very much prefer to have markets for their goods in the free 
world. But if we do not do anything to help them, they will be pressured into 
depending on the Communist world. This would be reflected not only on our 
domestic economy, but on our international security as well. 

We strongly urge that the Reciprocal Trade Agreements Act be extended as 
requested by the President of the United States. 

Yours very truly, 
MAx PAQUET. 


Marcu 8, 1958. 
Mr. RICHARD ToBER, 
Tober Baseball Manufacturing Co., Inc., 
Rockville, Conn. 
Dear Mr. Toser: Thank you very much for sending me a copy of a letter you 
wrote to the clerk of the Ways and Means Committee, giving your stand as an 
advocate of high tariffs on inexpensive baseballs and softballs. 
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I have been in close attendance at all committee sessions on the Reciprocal 
Trade Agreements Act and want to assure you of my keen interest in protecting 
American industry and the workers in our industries, against unfair competition, 

With very good wishes, I am, 

Very sincerely yours, 
ANTONI N. SADLAK, 
Congressman at Large, 


TOBER BASEBALL MANUFACTURING Co., INC., 
Rockville, Conn., February 19, 1958. 
Congressman at Large ANTONI N. SADLAK, 
New House Office Building, Washington, D.C. 

DEAR CONGRESSMAN SaDLAK : We are enclosing herewith copy of a letter written 
today to Mr. Leo H. Erwin, so that you may know our position on the Reciprocal 
Trade Agreements Act. 

Very truly yours, 
By RicHArD D. ToseEr. 


Apri 2, 1958. 
Hon. FRANK IKARD, 
New House Office Building, 
Capitol Hill, Washington, D.C. 

DEAR Mr. IkaARD: Enclosed is my paper for the record. Please ignore the 
stationery completely for purposes of the paper as no name or company, etc., is 
concerned with the paper in any way. 

I am sorry to have submitted it so late and hope it can still be made a matter 
of record. 

When the testimony of the hearings become available I would greatly appre- 
ciate a copy of the witnesses’ papers as well as the oral conversations. 

Thank you very much for your help in this matter. 

Sincerely, 
WILLIAM J. FrrIepMAN III, 
T'-441 Arlington Towers, Arlington 9, Va. 


N. B.—I plan to be in Wichita Falls next week and will give your regards to 
our family. 


APRIL 2, 1958. 
To Whom It May Concern: 

My name is William Joseph Friedman III and I am from Ridge Road, Charles- 
ton, W. Va. 

I am temporarily residing at T-441 Arlington Towers, Arlington, Va., while 
attending Georgetown University. 

The purpose of my testimony is to express my feelings concerning the oil 
industry and its present situafion because I plan to try to make a living in 
the oil business and I am greatly concerned for the future of the independent 
producer, who I feel is the backbone of our domestic industry. 

Respectfully submitted. 

Wru11AM J. FRIEDMAN III, 


Ridge Road, Charleston, W. Va. 


WASHINGTON, D. C., April 2, 1958. 


House WaAyYs & MEANS COMMITTEE, 
Washington, D. C.: 

In these days of arduous controversy over the matter of oil imports it is 
helpful to examine some basic tendencies of our economic system and recall 
some recent history which adds to the effect of these tendencies. 

It is generally accepted that when things are good they will get worse and 
when they are bad, they will get better. It is also generally accepted that con- 
tingencies may arise over which little effective controls may be, exercised with 
any great haste. Proceeding from these premises we will agree that where 
the people of the United States are concerned it is the function and duty of 
our Government to attempt to minimize these transitions from good to bad 
and vice versa, and to mitigate contingencies as well as possible so that the 
least harm and most good is effected for all concerned. 
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Specifically, it is my shared opinion that the domestic producer of crude 
petroleum and the people of the United States invoke the aforementioned 
philosophy of our Government at this time. The people of the United States 
must be assured of a continuous supply of crude petroleum and its products at 
a reasonable price, and at present the prices are certainly reasonable, but the 
question is, for how long? Under present circumstances the domestic oil pro- 
ducer is all but out of business, the reason being a lack of demand for his 
crude oil, and since there has been no proportionate reduction in demand for 
petroleum products the domestic producer is being supplanted in the full meaning 
of the word. If the present circumstances continue, our increased dependency 
on foreign oil may result in one of those transitions from the present good 
situation of the consumer to a bad one, with the ability of the Government to 
minimize the transition not falling within the scope of “least harm, most good” 
due to a lack of foresight coupled with an interrupted foreign supply. 

The reason why such a situation would prove expensive to the consumer is 
obvious. The services of the now cast aside domestic producer would be re- 
quired, and this oil business is like any other business when it comes to being 
shut down and abandoned. Oil men lose the incentive to explore for new fields 
and drilling equipment is sold and junked. They are forced to seek other means 
to support their families. Shut-in wells are expensive to reopen. Loans in 
an inactive industry are difficult to obtain and secure, and most important of 
all, few men wish to risk the security of their families and futures on such a 
hazardous and risky means of livelihood. The expense of reawakening the 
domestic industry will be a great shock to the pocketbook of the consumer. 
Now it is true that this drastic picture is dependent on the critical nature of 
the domestic petroleum industry and jeopardized foreign supply. A fair ap- 
praisal of the domestic industry at this time supports the critical nature of our 
supply here at home; and one need but recall the Suez incident and the present 
Cal-Tex problems to justify expectations of contingent difficulties with our 
foreign supply. This explains the present jeopardized position of the domestic 
consumer of crude oil and crude oil products. 

The unexpendable nature of the domestic producer and his contribution to 
the national security has been well established and agreed upon in various 
branches of the Government. On July 29, 1957, a special cabinet committee 
investigating crude oil imports agreed that a limitation should be imposed on 
crude imports to insure a proper balance between domestic production and 
imports. 

A lack of size and integration prevents the domestic producer from meeting 
the competition of cheaper foreign oil and the fact that the two most important 
segments of our petroleum industry disagree as to the proper solution is ex- 
tremely significant. The international oil companies have presented arguments 
designed to permit continued imports in increasing quantities whereas the 
domestic producer has requested legislation to the contrary. From an economic 
viewpoint the answer to these requests will either result in reduced profits of 
the international oil companies, or destruction of the domestic producers. The 
existence of this dilemma may perhaps be better understood if we consider for 
a moment the formation of the opposing segments of the industry. The present 
day international company was at one time a small domestic producer, but the 
possibilities for capital accumulation then were much greater than today and 
as a result the latter-day domestic producers were able to integrate and expand. 
This expansion was aided by the sale of securities for additional capital due 
to the lower risk factor associated with size and diversification. It should be 
carefully noted here that the risk factor of the larger companies is greatly 
reduced because of their relative lack of wildeat drilling. 

The present day domestic producer on the other hand finds it virtually im- 
possible to accumulate sufficient capital to integrate due to his high percentage 
of losses. (Approximately 8 out of 10.) The domestic producer also finds that 
most of the better acreage is under lease to the major oil companies and that 
when he does find oil he may be forced to make some kind of a deal with the 
larger companies in order to develop his find. The fact that the independent 
has drilled approximately 80 percent of the exploratory wells in this country 
and discovered most of the larger fields indicates precisely who is taking the 
risk. During the evolution of the petroleum industry to these two basic seg- 
ments there has been a great change in the tax situation and the economies of 
the industry as a whole. But in considering the preservation of the domestic 
producer it is important to remember one thing of tremendous significance. It 
has not become any easier to find oil. This becomes extremely grave when we 
consider that the only source of capital available to the domestic producer is 
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production revenue. How can he be expected to carry on if this single source 
of capital is knocked from beneath him; yet this is the very thing advocated 
by the international companies. It is clear to me that the domestic producer 
eannot continue to explore for oil if his only revenue is reduced to the point 
where he is insolvent. 

The continued financing and expansion of our foreign holdings by the interna- 
tional companies is desirable to the extent that it does not destroy our domestic 
industry. It should be borne in mind that the international companies are sub- 
ject to financial limitations as is the domestic producer today, in that they must 
depend on a continued supply of crude for their refineries, and no matter how 
diverse the foreign supply, it is still subject to the common transportation de- 
nominator of the sea lanes. Have we already forgotten how effective the German 
submarine blockade of World War II was? Think of the submarine fleet of the 
Soviet Union. While it is important to have foreign holdings for local supply in 
the event it becomes necessary to prosecute a war, it is also important to have a 
healthy domestic industry since both transportation to and from the United 
States may be difficult. I submit that our stockpile of oil so necessary in time of 
war is exactly and only what we can lay our hands on immediately in these times 
of push-button warfare. There will be no time to reawaken a dormant domestic 
industry. A healthy domestic industry * * * therein lies our stockpile. 

It has been held by some that a reduction in imports would result in higher 
prices to the consumer. First of all this presupposes a saving passed on to the 
consumer today as a result of the international oil companies importing cheaper 
oil and not merely reaping greater profits, which is subject to debate. However, 
let us consider the effects on the price of domestic crude in the light of increased 
production which would result from a reduction in imports. This means simply 
that more barrels of oil will be available to pay for the same capital outlay and I 
cannot see how this can result in increased prices in a competitive market. 
The situation today is deplorable, wherein the domestic producer must pay for 
8 or 9 dry holes with 1 producing well, making its allowable if this is the 
case, on 9 days’ operation. It is possible that competition from imports has 
forced the price of domestic crude up in the past since the producer must receive 
more revenue per unit of production to stay in business when there are fewer 
units of production; and it is felt that these fewer units of production are the 
direct result of imported crude. 

The small curtailment in imports as proposed would not be sufficient to damage 
our foreign policy efforts at freer trade if prorated equitably over the entire 
exporting area. I do not feel that the reduction in revenue suffered by the 
foreign governments would be as much as that suffered by our Government during 
the current recession. Surely the exporting areas realize that the strength of 
their strongest friend is tantamount to their own prosperous future and could not 
feel that the United States was acting in a discriminatory manner in attempting to 
preserve a segment of the industry vital to the defense of the free world. 

It has been said that the United States has only a fraction of the world’s 
sedimentary area good for oil production and that our current production indi- 
eates such an intensive development of our available reserve supply as to limit 
future production below our needs. In the long run this is probably true, but 
present figures dealing with consumption and discovery indicate that the needs 
of our immediate future can be supplied by domestic production and develop- 
ment. I am inclined to believe that by the time our domestic resources are 
depleted or become critically low, modern technology will have afforded a proper 
substitute. I therefore advocate the development of our domestic resources 
to the fullest extent possible now, in order that the domestic economy may 
benefit from the stimulation afforded the collateral industries as well as the 
domestic petroleum industry and that the interests of national defense may 
be served. 

Respectfully submitted, 

Wiri1tiAM J. FRIEDMAN IIT. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES. 
Washington, D. C., March 19, 1958. 
Hon. Wiisur D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Witgvr: I have received the enclosed letter from a broom manufacturer 
in Illinois concerning the effects of imports of brooms on his company’s business. 
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I would appreciate it if this letter could be included in the record of the 
hearing on the Reciprocal Trade Agreements program or otherwise brought to 
the attention of the committee. 

With warm personal regards, I am, 

Sincerely yours, 
Perer IF’. Mack, Jr., 
Member of Congress. 


MERKLE Broom Co., 
Paris, Ill., March 10, 1958. 
Hon. PETER MACK, 
House Office Building, Washington, D.C. 

DeAR Mr. Mack: Our industry has a very serious problem. We have not made 
any concerted drive to remedy the situation for the simple reason that a com- 
mittee from our national association was thoroughly discouraged last year by 
a spokesman for the Department of Commerce. 

Our problem is simply that our industry is having serious inroads made on it 
by products from Europe and Mexico. These products are coming largely from 
Poland, Italy, and Mexico. The wage rates in these countries, as you must 
know, are Substantially under our own scales and makes it impossible for our 
industry to compete with these imported products. American production stand- 
ards are of a higher level than most of the imports, but the consumers, ap- 
parently, seem to think the foreign product is adequate and are buying it in 
spite of the cooperative effort on the part of our industry to pursuade our 
customers to buy our domestic brooms. 

We have read with interest, the item in the current issue of U. S. News 
& World Report relative to this problem of foreign imports. We are not in 
position to determine whether or not it is true that most of the exports of this 
country are made by large manufacturers, whereas the imports brought into 
this country hurt our small manufacturers. We do know, for a fact, that we 
are a small industry and that we are being hurt. We also know that the pres- 
ent administration is asking Congress to extend the so-called Reciprocal Trade 
Act for 5 years, giving the President wide authority to reduce tariffs, etc. 

We believe you will agree that if unemployment is to result either in the 
brooms coming, or not coming, in that it would be more desirable to have the 
unemployment in the foreign country rather than have the brooms come into 
our country and cause our domestic workers to lose their jobs. We recognize 
that making possible foreign exchange for other countries to use in buying our 
products is important. We believe you will agree that those of us who have 
invested the bulk of our assets in our business feel quite strongly that our 
business health is more important than that of those good people in foreign 
countries. 

Frankly, we don’t know quite how to proceed in the matter as our national 
association has been told by the Commerce Department that it would take an 
Act of Congress to rectify our problem, if he Congress was so inclined. We do 
not expect, nor would we encourage, the Congress to pass any legislation that 
would assure a profit to inefficient broom manufacturers, but we certainly do 
expect to be given a reasonable opportunity to compete with foreign imports. 

We are writing in a spirit of friendliness and sincerely hope that you can 
give us some advice and counsel as to how we might proceed to improve our 
situation with respect to these foreign imports. 

With every good wish, we are, 


Very truly yours, 
R. R. THOMPSON, 
Eaecutive Vice President. 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Statement by the International Trade Committee of the Illinois Manufacturers’ 
Association Submitted at the IMA Board of Directors’ Meeting at Chicago, 
on February 14, 1958 
The Illinois Manufacturers’ Association has a membership of approximately 


5.000 firms of all sizes—small, medium and large—throughout the State of Illi- 
nois, which are engaged in the manufacturing industry. 
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Illinois is one of the largest industrial States in the Union, and the manufactur- 
ing industry is highly diversified. A very large percentage of the members of 
the Illinois Manufacturers’ Association employ less than 100 employees. 

The Illinois Manufacturers’ Association favors extending the President’s au- 
thority to negotiate trade agreements on the condition that any legislation enacted 
by Congress be for a period of not longer than 3 years and should provide: 

1. That the President be authorized to reduce any rate of duty existing on 
July 1, 1958; 

(a) By 5 percent of the duty annually for 3 successive years; or 

(b) To 50 percent ad valorem if an existing duty is in excess of that 
amount. In such cases, not more than one-third of the total reduction to 
be made in any one year. 

2. Retention of the fundamental “peril point” provisions established by the 
Trade Agreements Extension Act of 1948 with specific standards to be established 
by Congress for determining relief under the escape clause, and that such regu- 
lations provide a minimum of delay and redtape. 

3. That all safeguards for American industry contained in the present act be 
continued. t 

4. That no reductions of tariffs or other concessions be made in trade agree- 
ments with free nations for goods imported from Russia and Communist China, 
or imported from any Communist satellite country, including North Korea. 

5. That representatives of the United States Government, deputized to ne- 
gotiate trade agreements with other countries, be expressly forbidden to advocate 
the inclusion in said agreements of matters which go beyond the intent and 
purposes of the Reciprocal Trade Agreements Act; and that contemplated con- 
cessions in connection with said trade agreements program be publicized. 

6. That all trade agreements contain definite provisions requiring the elimi- 
nation of quota restrictions, exchange controls, import licensing, and of any law, 
decree, regulation or other device which restricts the importation of our products. 





Davip W. Gopat & ASSOCIATES, 


New Orleans 12, March 26, 1958. 
Hon. WILBErT D. MILLS, 


Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. Mitts: As a member of International House and a former member 
of the board of direction of this organization which is devoted to the expansion 
of world trade between this country and other foreign countries, I am deeply 
interested in the pending legislation now in progress before your committee 
considering the extension of the reciprocal trade program both as a means of 
better national relationship and as means of permitting the exchange of foreign 
goods for American dollars in order that the business houses of foreign countries 
may be able to purchase from this country many of the products exported there- 
from. I wish, therefore, to approve House bill 10368 and offer my support 
therefor. 

I trust that this letter, although belated, is not too late for consideration 
by the Ways and Means Committee of which you are the chairman. 

Very truly yours, 
Davip W. Gopar. 


A STATEMENT ON THE FIVE-YEAR EXTENSION OF THE ''RADE AGREEMENTS ACT BY 
STANLEY Resor, CHAIRMAN, J. WALTER THOMPSON Co. 


1. International trade can make its maximum contribution to peace and 
prosperity in America and the rest of the world only through a properly 
balanced growth of exports, imports and investments. 

2. While international trade represents only a small proportion of our national 
income, we must not ignore the fact that for many countries this trade is 
actually the means of survival. They must export to pay for indispensable 
imports or they cannot live, let alone having a decent standard of living. Great 
Britain, Norway, Sweden, Holland, Denmark, Belgium, Japan, and even Canada 
all fall in this class. If a high level of international trade is essential to a 
prosperous and balanced economy in the United States, where our exports 
over a long period account for roughly 7 percent of our national income, 
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it is obviously far more essential to these countries in which exports account 
for from 20 to over 60 percent of national income. 

8. It should be obvious, since other countries must finally pay us in dollars 
for our exports of goods, services and capital, that the dollar volume of our 
imports must equal that of our exports. Our national policies should be 
directed toward this realistic balance. 

4. For two centuries we have been steeped in the misleading and false con- 
cept of a “favorable balance of trade.” There never has been and never will 
be any “favorable balance of trade” until balance means what the word balance 
actually says—that imports equal exports. From the standpoint of any national 
economy, the only justification for exports is to pay for imports—otherwise 
exports are given away and not paid for, to the detriment of the domestic 
economy. The only way to attain this balance is through consistent and con- 
tinuous long-range policies and planning. A long-term extension of the Re- 
ciprocal Trade Agreements Act is the best means of approaching this objective. 

5. Without a definite trade policy reaching over a reasonably long period of 
time there can be no long-term planning on our own part or on the part of 
friendly nations who desire to cooperate with us on the reduction of trade 
barriers and costly restrictions. 

6. Curtailment of two-way trade is not the path to prosperity and peace but 
the road to mutual impoverishment, friction, and retaliation. 

7. While it is our official international intention to remove restrictions to 
trade, and we are constantly urging other countries to do so, we have so far 
failed by a very wide margin to practice what we preach. Other countries 
interpret this failure as bad faith, arbitrariness and dollar imperialism. Our 
more generous friends attribute it to economic and political immaturity. 

8. As a result of our past shifting and constantly revised basic trade agree- 
ment acts and special legislation, other nations are suspicious and frustrated. 
Neither their commercial interests nor their governments have any basis for 
planning or stable policies. The result is often retaliatory action which harms 
all interests. Other nations cannot follow us if we ourselves do not know 
where we are going and if we multiply restrictions while urging others to 
eliminate them or “change the rules” unilaterally. 

9. If the division of the world into two ideological blocs is unavoidable, as it 
seems to be, it is even more urgent that we do everything possible to conduct 
our trade with the free countries along unrestricted and mutually advantageous 
lines. Any other course only forces our allies and friends to seek more trade 
with Russia and its satellites. The record is replete with examples already. 
The trade agreements program is a powerful instrument for protecting and 
strengthening the free world in its struggle against communist infiltration and 
domination. Because of its importance in the free world the United States is 
the only nation which can exercise leadership in the removal of restrictions and 
the expansion of international trade on sound lines. Confidence and mutual 
fairness among countries, as well as economic soundness, must be the basis of 
the continued expansion of trade. 

10. Now that the common market in Europe is developing, to be followed with 
a customs union of far greater extent, it is an absolute necessity that we be in 
a position to negotiate over a period of several years on a foundation of estab- 
lished policy which will inspire confidence and offer a basis for planning both 
for ourselves and for the other nations involved. We cannot gain maximum 
concessions negotiating on the basis of makeshift and annually changing legisla- 
tion. Without long-range policies our negotiators cannot even make firm offers. 
Other nations likewise hesitate to make reciprocal concessions because they 
fear they will be of very short duration and will be subject to change in a few 
months, to their detriment. 

11. The announced official policies of the United States, whether economic or 
political, international or domestic, have four aims: The establishment and 
maintenance of world peace; elimination of international trade barriers; a high 
and expanding level of income and employment, both at home and abroad; and the 
preservation of individual freedom and our free competitive enterprise system. 
These announced policies imply and require a long-term basis for mutual con- 
fidence and long-range planning. A 5-year extension of the Reciprocal Trade 
Agreements Act is certainly a minimum of time for the establishment of any 
stability and mutual confidence in such a complex field as international trade. 

12. I believe that bill H. R. 10368 introduced by Congressman Wilbur D. Mills 
and companion bills to renew the Reciprocal Trade Agreements Act for a period 
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of 5 years will be a sound foundation for the removal of many international trade 
restrictions and the healthy expansion of two-way*trade. I believe its escape 
clause and other provisions offer more than adequate protection against any legi- 
timate hardships. I believe that an extension of the act for any period of less 
than 5 years would prove entirely inadequate in attaining our announced inter- 
national trade objectives. I believe the passage of this legislation and our whole- 
hearted participation in GATT the minimum and necessary basis for maintaining 
our position of leadership in the free world, reducing handicaps to continued eco- 
nomic growth at home and abroad, and securing confidence among other nations 
that our announced intentions and our practices agree. 


STANLEY Resor. 


Detta PHI EPSILON, 
Bronaville, N. Y., February 3, 1958. 
THE CLERK, 
Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 


Deak Sire: The attached resolution was adopted unanimously at our meet- 
ing on Friday, January 31, 1958, and I was instructed to send you a copy with 
the request that same be placed on file to represent our approval of the extension 
of the Trade Agreements Act beyond its present date of expiration. 

Delta Phi Epsilon represents a large group of undergraduate college students 
in universities where there are courses in foreign trade or services, and its 
alumni now represents many men holding important positions with business 
firms in both foreign and domestic trade. 

We sincerely trust that this will be brought to the attention of the members 
of your committee, and that they take favorable action toward the extension 
of this reciprocal trade agreements program. 

Yours very truly, 
W. Guy CHATER, 
National Ezvecutive Secretary. 


RESOLUTION BY DELTA PHI EPSILON, THE NATIONAL PROFESSIONAL FOREIGN SERy- 
ICE FRATERNITY, IN SUPPORT OF EXTENSION OF THE RECIPROCAL TRADE AGREE- 
MENTS PROGRAM 


Whereas international trade contributes to the establishment of mutual 
understanding and good will and to the peaceful development of all participating 
nations, and 

Whereas the normal and unhampered exchanges of mutually needed goods 
and services beween the United States and other countries is vital to our 
economic, social, and political well-being, and 

Whereas the reciprocal trade agreements program, since its inception in 1934, 
has brought an expansion in the international commerce of the United States 
through the reduction of tariffs and trade barriers on a mutually advantageous 
basis, and 

Whereas the Trade Agreements Act which implements this program will be 
due for extension by the Congress of the United States on June 30, 1958: Be it, 
therefore, 

Resolved, That Delta Phi Epsilon, the National Professional Foreign Service 
Fraternity, hereby requests the Congress to authorize an extension of the Trade 
Agreements Act for a period of not less than 5 years from the date of its 
expiration on June 30, 1958, without any amendments which might in any way 
impair the full effectivenes of the program, and be it, further 

Resolved, That Delta Phi Epsilon, the National Professional Foreign Service 
Fraternity, requests the Congress to approve United States membership in the 
Organization for Trade Cooperation (OTC) in order that the United States 
and other nations participating in the reciprocal trade agreements program may 
maintain a permanent mechanism to administer the agreements entered into 
thereunder and to handle the related trade problems on a continuous basis. 
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HELENE CurTIS INpDUsTRIEs, INC., 
Chicago, Ill., March 25, 1958. 
The Honorable WixBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Deak Sir: I support the administration’s proposal for an extension of the 
Trade Agreements Act (H. R. 10368) as a minimum of the kind of foreign 
trade policy the United States needs at this time in the interest both of its own 
economic prosperity and the unity of the free world. 

As a producer of consumer items—of a type that can be identified as con- 
tributing to more interesting living for the consumer public—I wish to em- 
phasize the importance of freer trade to a richer life for consumers generally. 

Free world unity is not a theoretical objective of diplomats and statesmen 
divorced from the reality of the fundamental interests of the people they serve. 
Defense against Soviet economic penetration—and against its fellow-traveling 
political penetration—is not some map-room exercise on the part of military 
specialists and economic warfare strategists out of touch with the needs and 
aspirations of the people they are employed to serve. All of these objectives 
and decisions of high policy actually relate to the fundamental search by people 
everywhere for a richer life. A richer, more interesting life for consumers 
everywhere should be the objective of public policy in the United States and 
throughout the world. The fact that this is not the objective of public policy 
in countries behind the Iron Curtain is the reason for the international crises 
and the hot and cold wars that have confronted mankind in recent years. 

No foreign trade policy other than a liberal trade policy—one that makes 
available to the consumer larger quantities of more varied goods of higher 
quality at reasonable prices—is in the best interests of the consumers of this 
Nation. And it is for that among many reasons that I strongly endorse a 
foreign trade policy of the kind that we have had for nearly a quarter of a 
century. I want to see that kind of trade policy made even more effective than 
it already is. I want to see it develop in such a way that it permits the United 
States to meet effectively the ever-changing trade developments in other parts 
of the world. As for those firms which can prove serious injury from this kind 
of national trade policy, I would recommend that sound economic measures be 
adopted to facilitate adjustment—measures which do not weaken a foreign 
trade policy that serves so well the Nation as a whole. 

Sincerely, 
GERALD GIDWITZ, 
Chairman, Board of Directors. 


RAYMOND CONCRETE PILE Co., 
New York 6, N. Y., March 10, 1958. 
Hon. WILBUR D. MILLs, 
Chairman, Committee on Ways and Means, 
Washington, D. C. 

Dear Mr. CHAIRMAN: As vice president in charge of operations abroad, I am 
vitally interested in supporting the Trade Agreements Extension Act now before 
the committee. Raymond operates overseas as a general contractor and under- 
takes all types of construction. The company ranks among the Nation’s top over- 
seas construction firms, and has completed a wide variety of jobs in many parts of 
the world. Last year, Raymond’s wholly-owned subsidiaries were active in 25 
countries on 330 contracts. Areas of major activity are Spain, Turkey, Cuba, 
Canada, Puerto Rico, Thailand, Venezuela, Brazil and Colombia. 

The scope and volume of our work abroad has increased sharply in recent 
years. Volume has quadrupled in the last 10 years, and last year, for the first 
time in Raymond’s history, income from overseas work accounted for more 
than half of total net earnings. 

Because of Raymond’s broad international interests, I speak from considerable 
experience in commercial and economic relations with the rest of the world. I 
should say first that I wish to support an extension of the Trade Agreements Act 
for a sufficient period of time—certainly not less than 5 years—with authority 
delegated to the President for tariff reduction adequate to the needs of a steadily 
expanding economy and, finally, an extension free of amendments calculated to 
weaken or frustrate the basic purposes for which the act is intended. 
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Our company is one of many American organizations that are exporting 
American “know-how” and services. We feel the exportation of these two valu- 
able commodities is no less important than the exportation of the more usual 
trade commodities. It has been our universal experience, when operating 
abroad, that any obstacle of trade, however indirect, tend to make it more dif- 
ficult for us to, first, reach an agreement with our foreign client on work which 
we may perform and, secondly, to perform that service once the contract has 
been concluded. 

The American construction industry operating abroad does not work on a 
Subsidized basis. On the contrary, we are in constant competition with foreign 
firms whose costs of operation are considerably less than our own. The Ameri- 
can construction industry operating overseas, in fact, operates on a practically 
“free trade” basis. The fact that it can do so successfully is an indication of 
its ability to compete with its foreign competitors in spite of their advantage 
in lower overhead costs. 

We feel the maintenance of as broad a base of international trade as possible 
is essential to our industry, as well as the general well being of our country. 
The Trade Agreements Extension Act is a step in this direction and we recom- 
mend its favorable action by your committee. 

Very truly yours, 


H. O. BoscHeEN. 


ARNOLD SERTON, ING., 
New York, N. Y., March 6, 1958. 
Hon. Wirevur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DeaR Sir: We understand that your Committee on Ways and Means is at 
present holding public hearings on the bill, H. R. 10368, to extend the Trade 
Agreements Act. 

We strongly recommend that the act should be extended for at least 5 years 
as the President has requested, with sufficient bargaining power. 

We also wish to state that the provisions in the extension bill to authorize 
trade agreement rates of duty to be increased in “escape clause” cases by as 
much as 50 percent above the July 1, 1934, rates should not be approved. 

We ask you to insert this letter in the record of the current hearings for 
which we thank you and remain, 

Respectfully yours, 
ARNOLD SERTON. 


WIpDELMA, INC., 
New York, N. Y., February 25, 1958. 
Re reciprocal trade agreements program 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D.C. 

GENTLEMEN: Referring to the controversy which is now going on regarding 
the extension of the Reciprocal Trade Agreements Act requested by the Presi- 
dent, we would like to add our voice to the many voices which we believe have 
been raised in earnest support of such an extension. 

We wonder if those who are against this reciprocal trade agreements program 
know that a large percentage of our country’s total production is exported, and 
that the foreign trade provides jobs for several million Americans. We know 
from our own experience the very important part which this program has 
played not only in our domestic economy, but in international trade. 

We hope that you will loan your earnest efforts toward the extension of the 
reciprocal trade agreements program. 

Yours very truly, 
WIDELMA, INC. 


CHARLES HALL, INC. 
New York 21, N. Y., March 18, 1958. 
Hon. Witsvr D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 
DEAR CONGRESSMAN Mitts: The failure of our Government to lower duties 


faster and further is deplorable. A step in the opposite direction, such as a re- 
fusal to extend the Trade Agreements Act, would be tragic. 
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We speak not only as importers with a direct financial interest but also as 
citizens gravely concerned about the international reputation and strength of 
the United States. 

Yours very truly, 


LEONARD J. Curr, President. 


Marcu 19, 1958. 
Hon. WitsuR D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D.C. 


Deak Six: When Congress passed the first Trade Agreements Act 20-odd years 
ago, the United States was not the leading power of the free world. It had just 
come out of its worst depression. It did not have to fight against an interna- 
tional conspiracy. It did not have to plead for good will and understanding 
among allies. 

That first Trade Agreements Act set a splendid example and paved the way for 
growing international trade, international friendship and widespread prosperity. 

Whenever the Trade Agreements Act had to be extended, the voices of opposi- 
tion were loud and the voices of those who favored free enterprise and con- 
tinued international trade were generally subdued. Nevertheless, the act was 
extended time and again, although sometimes hampering amendments were 
added. 

Again at this time, the opponents of extension of the act muster a great deal 
of publicity and pressure. They cry out as if the survival of our national economy 
was at stake. They cry for protection of high living standards and high wages, 
but many of them do not hesitate to move their mills to the South where they 
can find cheaper, unorganized labor. They do not hesitate to open factories 
abroad to take advantage of cheaper labor, and replace exports from the United 
States with shipments from foreign subsidiaries. 

The opponents of the extension of the Trade Agreements Act refuse to admit 
that our exports are vastly larger than our imports and that a very large part 
of our imports consists of raw materials which cannot be found or produced 
in our country. They refuse to admit that a much larger number of people 
depend on export trade than could possibly be affected by foreign imports. 

Everybody knows, or should know, that we can only get paid for exports by 
accepting goods and services from those who buy our produets. We should have 
an expansion of imports and not restrictions. How long can we go on to export 
our products and either lend or give money away to our foreign customers so 
that they can pay us? 

The pressure of protectionists seems to have reached into quarters who pre- 
pared and presented the bill under consideration. It is very hard to understand 
the request of the administration to authorize duty increases up to 50 percent 
above the rates which were in effect on July 1, 1934. 

I believe that manufacturers, farmers, workers and businessmen have a re- 
sponsibility to stand together in our fight for survival and for an honorable 
position in this world. We have been telling the world to expand trade. Let us 
practice what we preach, even if a few pocketbooks should be affected. 

Laws should be so shaped that they will do the most good to the greatest 
number. In our land of free enterprise the consuming public should not be 
forced to protect every single producer. Our system of free competition should 
not be absolutely confined within the limits of our customs borders. 

I fervently hope that your committee will favorably report this legislatiou 
and that Congress will extend the Trade Agreements Act for at least 5 years 
without strings attached, and thus contribute to maintain a reasonable balance 
of our international trade and safeguard our international reputation. 

Respectfully yours, 
ERNEST RUDINGER. 


JERIE & Co., 
New York, N. Y., March 19, 1958. 
Hon. WiLsur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Sire: All means which at present are being considered by the United 
States Government as well as organizations of private industry, are meant to 
stimulate our economy rapidly. They are all tools of a short term economic 
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policy, and as such are to be highly valued. However, we feel it is equally 
important to take preventive measures to protect our economy against future 
and perhaps deeper recessions, and in our opinion a Reciprocal Trade Agree- 
ment Act over a long period of time would serve this purpose admirably. Only 
sensible handling of this act can safeguard the United States against future 
recessions, since this will give our country an opportunity to liberalize our 
foreign trade sufficiently, and to establish stabilization in an economically 
sound way. 

Where do these recessions originate? Simply, because our expanding in- 
dustrial and agrcultural output some day does not find sufficient demand for its 
production. It is not our task to determine what leads to this condition; but 
in fact we do have to cope with such a situation right now, and solutions are 
being sought to stimulate consumption. A short term policy is properly being 
used to prod the buying public. Yet, this is but a temporary improvement, 
which seems to cure the symptoms, but not the real causes. What we require 
above all, is a real foreign market for our continuously expansive and expanding 
production. United States industry and agriculture cannot exist on the home 
market alone, and all production segments require a foreign trade outlet. 
This most important goal of our economy can only be achieved through a lib- 
erlized foreign trade policy. In other words, the United States will only find 
an outlet for its products abroad in the same measure in which our country is 
willing to purchase goods from abroad. Foreign countries can only purchase 
United States products if they themselves find a market here for their own 
mostly industrial products. 

A survey of the National Industrial Conference Board showed a 33-percent 
decline in appropriation for new investment already in the fourth quarter of 
1957 as compared with the same period of 1956. Only a liberalized foreign policy 
can assure continuous expansion for our industry and agriculture, and we would 
like to reiterate that in order to export we must import and cannot conduct a 
protectionistic foreign trade policy. 

At present there is much political discussion of mutual security, and it has 
been stated that the United States, despite its tremendous power and strength, 
cannot “go it alone” politically. 

The Reciprocal Trade Agreement Act is our economical counterpart. Our 
country cannot be economically isolated, and its “economic security” requires 
intensive foreign trade, especially as far as our industrial products are con- 
cerned, and this in turn requires that the United States must stimulate trade 
with those countries which are industrially well developed. It hardly requires 
any special proof that each industrial country finds it best customers among 
other industrial countries. 

Not only those enterprises engaged in the import business, but also all parties 
working toward making our country safe against recessions, must realize the 
following two measures as most important instruments of our economy: 

(1) Extension of the Reciprocal Trade Agreement Act for a maximum num- 
ber of years, and in such a manner that it becomes a permanent feature of the 
United States economic policy, and 

(2) The handling of this act by the President of the United States to facilitate 
imports which will create markets for our own products abroad. 

Respectfully yours, 
RICHARD M. JERIE. 


EQUIPMENT INTERNATIONAL, 
Akron, Ohio, March 22, 1958. 
Hon. Witsur D. MILs, 
Chairman, Committee on Ways and Means, 
1102 New House Office Building, Washington, D. OC. 

DEAR CHAIRMAN MILLS: We would like to take this opportunity to offer 
our opinions and suggestions, for your valued consideration, in view of the 
importance of the proposed Trade Agreements Extension Act 1958 which is com- 
ing up for extension consideration. 

It seems to us that several important facts should be stressed to appreciate 
the full benefits offered to us by the proposed Trade Agreements Extension 
Act 1958. 

1. It will reduce the dependence of the foreign countries on continued aid 
from our Government, and put the responsibility on our businessmen by en- 
couraging business investments. 





y 
e 
- 
y 
e 
r 
y 


SS) a a, oe | oe 





RENEWAL OF TRADE AGREEMENTS ACT 2879 


2. Bring our imports up to a level near our exports—this will then make more 
dollars available for the further purchase of our goods abroad and create a 
healthy situation to promote the increase of world standard of living as well 
as create increased sales for American products abroad. 

8. Increase the production of our manufacturers, because of the increased 
demand for our goods when dollars are available in the foreign countries. 

4. It will give the President power to lower the tariffs on imported goods 
and create more jobs here as well as overseas, thus reducing the financial burden 
on our Government. It will also enable those manufacturers who are dependent 
upon imported raw materials to reduce their costs and furnish the United 
States public the same product at a reduced price. 

5. The 5-year extension is necessary to give our Government the leeway for 
pargaining which will be forthcoming during the next 5 years with the under- 
developed countries as well as the European Beonomic Community. 

We would like to emphasize further that we support the bill in toto and 
know that your consideration of the above points will help you to look to the 
future and support the program which will do the most good for the most 
people, rather than buckle under to the selfish views of a few protectionists who 
are only looking after their own welfare rather than that of the great majority. 

As you will note, we are exporters whose livelihood is dependent upon the 
availability of dollars overseas to buy our products—we are only one of over 
2,000 such combination export managers, but we know that this will only help 
us indirectly by promoting the imports which other firms are bringing in. 
Your whole-hearted support is indeed welcomed by all men who are thinking 
of the future of not only our country, but of the world. It is up to our Gov- 
ernment, as leaders of the free world, to have the most liberal policy—so other 
countries can be shown the advantages of our democratic system and will follow. 

Very truly yours, 
VY. GRAVESTEEN, 
President. 


AYERS MATERIALS Co., INc., 
Harvey, La., March 20, 1958. 
REPRESENTATIVE WILBUR D. MILLs, 
Chairman of the Committee on Ways and Means, 
House Office Building, Washington, D.C. 

DEAR REPRESENTATIVE MILLS: I know of no better way to let you know of my 
support of House Bill No. 10368 than to say that I wholeheartedly endorse reso- 
lution adopted by the executive committee of the International House on Tues- 
day, September 10, 1957, copy of which I attach hereto for ready reference. 

I sincerely trust that the committee will render a favorable report for the 
10-year extension of the reciprocal trade agreements program. 


Sincerely, ws $a 5 
. R. AYERs, JR., 
President. 


RESOLUTION ADOPTED BY THE EXECUTIVE COMMITTEE OF INTERNATIONAL 
House on TUESDAY, SEPTEMBER 10, 1957 


Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in promoting international trade throughout the world, and re- 
sulted in progress and prosperity in our own and all friendly foreign nations, and 

Whereas working within the framework of the reciprocal trade agreements pro- 
gram, the United States has in the past quarter century greatly expanded the 
worldwide exchange of goods and increased its own markets abroad by recipro- 
cally lowering tariff and trade barriers and liberalizing trade regulations, and 

Whereas world trade is a necessary factor for world peace, and 

Whereas it is recognized that nations and peoples buying from the United States 
must also sell to the United States and this necessarily makes for mutually bene- 
ficial two-way international trade, and 

Whereas the total United States volume of exports and imports surpassed $30 
billion annually in 1956 and is a keystone to our own peace, prosperity, and the 
welfare of our citizens, and 

Whereas the reciprocal trade agreements program has been renewed 10 times 
since its original passage in 1934 but these renewals have been for short periods 
and gradually the law has been emasculated and weakened by restrictive provi- 
sions in recent years, and 
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Whereas to assure continuance of this beneficiul and productive program it is 
necessary to rally all citizens to join in an effort to preserve this law when it comes 
up for renewal next year in Congress, and 

Whereas New Orleans, a great port and trading center, recognizing the para- 
mount importance to the Nation and the world of a continuance of the reciprocal 
trade program, expresses serious concern with the move to turn the clock back to 
a tariff program that would restrict trade, ad undermine our economic and 
political situation in world trade: Be it therefore 

Resolved, That International House of New Orleans, an organization dedi- 
cated to world peace, trade, and understanding, hereby requests Congress to 
authorize a 10-year renewal of the reciprocal trade agreements program beyond 
June 30, 1958, and indorses a nationwide program to educate and inform the 
people of the United States and particularly those in the Mississippi Valley of the 
grave threat to this highly successful program ; and be it further 

Resolved, That all trade, commercial, civic, economic, and cultural groups 
everywhere be invited to join in this crusade to save and extend the re- 
ciprocal trade agreements program, and thus preserve the keystone to our foreign 
trade policy which has had the support of both great political parties over 2% 
decades, and which has made a material contribution to world peace and 
prosperity. 


Tue AsHE-Hovuston Co., INC., 
Glenbrook, Conn., March 18, 1958. 
Re Reciprocal Trade Agreement Pact, H. R. 10368. 
Hon. Wiisur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, 
Washington 25, D. C. 

Dear Str: We respectfully wish to bring to your attention that we are of the 
opinion that a strong, liberal reciprocal trade agreement will benefit this country 
greatly. ; 

We also are in favor of a 5-year extension of the Reciprocal Trade Agreement 
Act. 

We oppose the proposal to take away authority to reject, modify, or approve 
Tariff Commission recommendations in escape-clause cases from the President. 

Very truly yours, 
WERNER HOUSTON, 
Secretary-Treasurer. 


THE H. J. ASHE CoMPAny, INC., 
Glenbrook, Conn., March 18, 1958. 
Re Reciprocal Trade Agreement Pact H. R. 10368 
Hon. WILBUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, Washington, D.C. 


DEAR Str: We respectfully wish to bring to your attention, and to your com- 
mittee’s attention, our beliefs and opinions on the above-mentioned bills which 
are at present before your committee. 

It is our opinion that extension of 5 years of the Reciprocal Trade Agreement 
Act, accompanied by adequate bargaining powers, would greatly further the 
United States of America economy, and at the same time, prevent the balance 
of power from shifting to the Soviet bloc. 

Here are some of the reasons which strengthen our beliefs in the above policy: 

(a) A liberal foreign trade program would enable our exporters and export- 
ing factories to anticipate increased exports which in turn would encourage 
them to invest in a strong export program. This would result in increased 
employment. 

(b) Only by a liberal program will our foreign customers be able to buy 
their requirements from us. How can foreign customers purchase goods from 
us with United States of America dollars if we do not give them a fair chance 
to compete in the United States of America market? Our huge export surplus, 
of which, no doubt, you are aware, discourages foreign buyers due to unavail- 
ability of dollars. Exports create, at present, in excess of 5 million jobs. 
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(c) If we do not give the free world a chance to buy their needs from us, and 
in turn allow them to ship their own products and specialties to this country, 
we shall force them to trade with the Soviet bloc. This, no doubt, would shift 
the balance of power to the Communists. We have to give the free world an 
incentive to trade within the Western bloc and not force them to seek salvation 
of their economic problems with the East. A foreign aid program, which is 
geared to military needs, is not enough. 

We strongly oppose the proposal to take away from the President authority 
to reject, modify, or approve Tariff Commission recommendations in escape- 
clause cases. 

Very truly yours, 


Hersert J. ASHE, President. 


STATEMENT OF H. HaAkvey PIKE, PRESIDENT oF H. H. Pike & Co., ING., 
New York 5, N. Y. 


My name is H. Harvey Pike. I am an American citizen, president of H. H. 
Pike & Co., Inc., a New York corporation, founded by my father in 1890. I 
joined the company in 1911, since which time except for 2 years in the Army I 
have been continuously identified with the field of foreign commerce. 

I would like to urge upon you the desirability of a renewal of the Reciprocal 
Trade Agreements Act expiring on June 30, and a strengthening of that piece of 
legislation. It is of the greatest importance that as the leading exponent of a 
free economy the United States have a consistent and helpful policy toward trade 
among the free nations of the world. 

As a great creditor country, it is difficult to understand the wisdom of any 
policy which tends to restrict the ability of our debtors to pay us and settle their 
unfavorable dollar balances. 

When there are hardship cases of foreign competition in some particular in- 
dustry, it may be desirable to help those in that industry. This must be done 
in some other way than trade barriers. Surely, however, it is not to the interest 
of the country as a whole to injure our world leadership to help some relatively 
small segment of our economy. 

I strongly urge your favorable consideration of the administration’s proposals 
for the extension of the Reciprocal Trade Agreements Act, and for a period of 
not less than 5 years. It is good business for the United States of America. 
It is necessary for our standing and leadership abroad. 





WINTER, Wotrr & Co., INC., 
Los Angeles, Calif., Murch 8, 1958. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D.C. 


GENTLEMEN : We wish to express the sentiment, not only of the people in our 
particular industry, but in our locality, in support of an extension of the Re- 
ciprocal Trade Agreements Act, requested by the President of the United States. 
Many people and companies in our area, both engaged in international trade 
in steel and many other articles, and those doing a purely domestic business, feel 
strongly of the part this reciprocal trade agreement has played in the upholding 
and furthering of our domestic economy and in our international relationships. 

The increased activity of sections of our domestic economy has resulted in no 
small part by the activity of the international trade, which we feel has been 
brought about by the reciprocal trade reductions under this program. We re- 
iterate that we feel that this sentiment represents that of a large group of 
businessmen in the southern California area. 

We, therefore, sincerely urge your consideration favorably on the Reciprocal 
Trade Agreements Act and that this be passed by your committee. 

Very truly yours, 
JERRY GODELL, Vice President. 
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EVERSMAN MANUFACTURING Co., 
Denver, Colo., March 4, 1958. 
Hon. WILBuR D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, New House Office Building, 
Washington, D.C. 


My Dear ConcRESSMAN: I am writing you today concerning the hearings you 
are holding on H. R. 10368 concerning the extension of the Trade Agreements 
Act. 

I wish that every member of your committee had the opportunity to serve as 
a member of the many United States trade missions sent out in connection with 
the United States participation in international trade fairs, under the auspices 
of the Department of Commerce. I had this privilege and cannot emphasize too 
much the difficulties faced by our mission, due to our vacillating foreign trade 
policies. 

We met a great many groups of local businessmen, both importers and ex- 
porters, and I was appalled at how easy it was for our opposite numbers in the 
question and answer periods to make us look bad, if not hold us up to public 
scorn and ridicule. The argument runs more or less as follows: 

“You gentlemen from the American trade mission have come to our country 
with much fanfare and with the much advertised aim of sponsoring and develop- 
ing increased trade among our nations. We assume that you gentlemen are 
acting in good faith and that you are convinced of the value and importance of 
your mission; but, if so, how do you reconcile with the professed aims of your 
mission the fact that a considerable section of your Government is chiefly 
interested in raising tariffs, close quotas to restrict imports into the United 
States, and reclassify goods, formerly admitted at the lower rate, to a much 
increased rate. How is it possible that your Government has not been able to 
convince the representatives of its constituents of the need for a uniform, long- 
range trade policy. We do not object so much to a strict, possibly somewhat 
adverse policy, but what we object to is:'the unpredictability of the administra- 
tion of your foreign trade policy. It appears to us that your country may not 
have any foreign trade policy, since it is being swayed to and fro by pressure 
groups which have to be pacified, that you actually have no interest in aiding us 
and try to get the best from us which you can’t get anywhere else, but force 
us to buy from you more than we can afford. What hurts us is the patent 
insincerity of your position. You set yourself up as the champion of the free 
world and democracy and what a travesty have you been making of your pro- 
fessed policies. We here in the economic branch of our country’s life certainly 
must take also a very dim, questioning attitude at any policy statements your 
country may make and question seriously the validity of the promises and 
assurances made by the foreign policymaking bodies.” 

This reasoning has been presented time and again and if we cannot create an 
atmosphere of confidence and trust in such comparatively minor considerations 
as foreign trade, how can we hope to influence these people to adopt our way 
of thinking and our policies in the much more important foreign policy sphere? 

That a concept of American duplicity, double-dealing and extemporizing should 
have arisen from the administration of our foreign trade policy among so many 
foreign businessmen is particularly shocking and points up the great need for 
having a well defined and adhered-to foreign trade policy laid down, beyond 
the influence of temporary cross currents and special interests. Particularly 
I feel that the Trade Agreements Act should not have to come up for renewal 
every few years. It should be a permanent statute and actually do what it 
says, be steadfast in its policies of economic cooperation and do its share to 
build a strong economic free world. Escape clauses should be held to reasonable 
provisions and if the provisions in the extension bill are passed, this action 
would only serve to prove to the world that the United States cannot be relied 
a its professed feeling of friendship, and so forth, toward the rest of the 
world. 

Very definitely, much thought should be given to the possibility of subvention 
to marginal industries in the United States which are hurt by imports rather 
than to slap on a big tariff increase, penalizing thousands of people abroad 
while giving only very marginal help to a few hundred workers whose jobs may 
have been affected by our imports. The United States public at large benefits 
to a much higher degree from being able to purchase quality merchandise at low 
prices than by protecting the jobs of a couple of hundred men and thereby cre- 
ating another propaganda issue for our enemies abroad, who can again point 
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out how different our actual performance is from the beautiful promises we 
make, 
I would thank you to insert this letter in the record of the current hearings. 
Respectfully yours, 
F. L. BuieH. 


H. E. Borzow, INo., 
New York, N. Y., March 12, 1958. 
Hon. EvGene J. KroGuH, 
House of Representatives, 
Washington, D. C. 


My DeAR CONGRESSMAN KEoGH: I am writing you today in connection with 
pill H. R. 10368 to extend the Trade Agreements Act, which is up for con- 
sideration and possible extension by your Committee on Ways and Means. I 
fee] that this is one of the most vital measures before Congress today. 

I have twice had the privilege of serving as trade advisor with United 
States trade missions to India, at the invitation of the United States Depart- 
ment of Commerce; and during my 38 years in foreign trade I have traveled 
extensively throughout the world. 

“Why is it so difficult to get your foreign trade act extended on a yearly 
or biyearly basis,” is the gist of the question which has been put to me literally 
hundreds of times. 

Since this program was instituted in 1934, our exports have increased tre- 
mendously and this in turn has provided employment for roughly 4% million 
people in this country. It is apparent from discussions with businessmen 
approached throughout the world that there are tremendous possibilities for 
enlarging still further. But because of the apparent paradox in our approach 
to export-import trade-raising tariffs and imposing quotas on the one hand and 
advocating increased international trade on the other—we run the risk of 
losing millions of dollars from our export trade with a corresponding decrease 
in employment for our labor force. 

Your Committee on Ways and Means is now holding public hearings on this 
bill H. R. 10368 and I was anxious to write you because I am strongly in favor 
of an extension of this act. It is my opinion that this act should be extended 
for at least 5 years, with adequate provision for further bargaining powers. 
At the same time, provisions in the extension bill to authorize rates of duty to 
be increased in “escape clause” cases by as much as 50 percent above the July 
1, 1984, rates should never be approved. Any increases at this time would 
have serious repercussions throughout the free world, and would hurt us—and 
hinder us—not only economically but also adversely so far as our foreign trade 
is concerned. 

I would appreciate it if you would place this letter in the record of the 
current hearings. 

Very truly yours, 
KF. H. V. MECKLENBURG, 
President. 


STEIN, HALL & Co., ING., 
New York, N. Y., March 12, 1958. 
IIon. WitpuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 

My Dear Mr. MILts: We note that your committee is considering the pro- 
visions of H. R. 10368 which proposes to extend the Trade Agreements Act and 
we are eager to express our support of the reciprocal trade agreements program 
to you and to the members of your committee. 

We have supported this program ever since its inception and we believe that 
the record shows that reciprocal trade has been of substantial benefit to the 
economy of our country and at the same time has benefited the other free 
nations throughout the world. As you know, there are millions of persons em- 
ployed in all aspects of importing and exporting and a higher level of foreign 
trade has greatly benefited employment in this industry. In this connection, 
we are not only thinking of import and export firms themselves but also ship- 
ping, insurance, banking, farming, manufacturing and numerous other 
occupations. 
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Friendly nations have been able to stabilize their economies through increased 
sales of goods to us and at the same time have been able to buy more from us. 
They cannot buy unless they can also sell. 

Added to these considerations, we must recognize that in the very near future, 
the European Common Market will represent a substantial and powerful bar- 
gaining unit so that it is vitally important in our own interest to continue the 
grant of negotiating power to the President of the United States. 

While we do not intend in this communication to make an exhaustive critical 
analysis of the contents of H. R. 10368, there are 1 or 2 points that we 
should like to bring to your attention. 

On the one hand, we heartily support the proposal to extend the act for 5 
years rather than for a shorter term as has been the previous practice. This 
we favor because it will give greater stability to our foreign trade policy. On 
the other hand, we are strongly opposed to the provision in the bill for strength- 
ening the escape clause. It is already much more restrictive than was originally 
intended and further restrictions will result in a decreased volume of foreign 
trade. In particular, we object to the proposal to permit the President to in- 
crease duties to 50 percent above the July 1, 1934, rates, which were generally 
those of the very high Hawley-Smoot Tariff Act of 1930. If adopted this pro- 
posal would permit the imposition of rates as much as 700 percent over the 
existing ones and would grant protection out of proportion to any present need. 

In the second place, we oppose any continuance of a quota system for im- 
ports now in the present law and which would be allowed under H. R. 10368. 
Apart from the restrictive effect this can have on imports, we believe the use 
of quotas tends to create a semimonopolistic position for firms to which they are 
granted and this is contrary to our free enterprise economy. 

While there are other points in the proposed legislation on which we could 
comment, we feel that others have done so very adequately and, therefore, it is 
unnecessary for us to do so. 

We sincerely hope that an amended measure will be passed that will carry 
on the principles of the reciprocal trade agreements program. 

Respectfully yours, 
R. M. STEIN, 
Vice President. 


MARCH 21, 1958. 
The Honorable WiLzsur D .MILLs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington 25, D.C. 


Dear Mr. Muts. Our firm is a firm believer in the slogan “trade not aid.” 

We feel the following facts should be noted: 

Our sales for the past year were slightly under $3 million and with a custom 
duty averaging between 7 percent and 8 percent, our firm paid approximately 
$200,000 in customs duties. We think that such payments by firms such as 
ours are of assistance to all taxpayers. Our firm provides indirect employment 
for people at freight forwarding firms, steamship companies, communication 
companies, and banks. 

Another point is that the exports of steel from the United States have always 
substantially exceeded the imports of steel. In 1957 the exports were about 
6 times the amount of imports in net tons. It would not, therefore, seem that 
we are hurting domestic industry in any way based on this fact. 

Additionally, the United States have exported about one-third of the sales 
of rolling mill machinery for the manufacture of steel abroad. Since this 
payment is required in dollars some ways and means must be given to these 
people to earn dollars to pay for their United States purchases. 

We therefore feel our firm and other similar firms are performing useful 
economic function in the United States economy by coordinating these factors 
together. 

There is no doubt a business cannot operate efficiently on a year to year 
basis as the present Reciprocal Trade Act now stands. We firmly feel that 
the reciprocal trade agreement should be extended for 5 years as the President 
has requested. 

Yours very truly, 
Kurt Orpan Co., INt., 
ARTHUR NICHOLS. 
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OxwaLt Toot Co., Lrp. 
New York 10, N. Y., March 13, 1958. 
Hon. WitsuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington 25, D.C. 


Dear Sie. As one of the leading domestic manufacturers of mechanical hand 
tools, we take the liberty of writing to you today in support of H. R. 10368 
to extend the Trade Agreement Act for a period of 5 years. 

We feel very strongly about this, not only as American manufacturers and 
importers, but also as United States citizens. We employ approximately 300 
people in our New York offices as well as in our factory at Oxford, N. J. and 
the merchandise we import helps us considerably in the sale of the merchandise 
we manufacture ourselves due to the fact that it gives us a greater variety 
and also keeps quite a few people busy packaging this imported goods together 
with our domestic items. 

We also feel, from the point of view of United States citizens, that it is 
absolutely essential at this time that the Trade Agreement Act be extended. 
To alienate the friendly nations of this world by not extending this act would 
be a grave mistake and would be a great delight to our enemies. A free trade 
between nations, with the least possible restrictions, is the best way to keep 
friends and to keep the peace. 

We also strongly oppose the provision for a 50 percent increase above the 
July 1934 rates in escape clause cases as this would also be detrimental to 
our country. The escape clause should be revised to make it clear that its 
purpose is not the elimination of all import competition but only for the pro- 
tection of domestic industry in emergency cases. 

We trust your committee will support the extension of the Trade Agreement 
Act and wish to remain 

Respectfully yours, 
SIpNEY Bium, 
Secretary-Treasurer. 


CoLUMBIA Borer Co., 
Pottstown, Pa., March 11, 1958. 
Subject: Reciprocal Trade Agreements Act 
CHAIRMAN, HOUSE WAYS AND MEANS COMMITTEE, 
Washington, D.C. 
(Attention: Hon. Wilbur D. Mills.) 

Dear Sir: We have been contacted by one of our excellent accounts located in 
Caracas, Venezuela, who have petitioned us with respect to the above subject. 
According to the information contained in their correspondence, they indicated 
that the present act has many “emasculating amendments” which if passed would 
severely restrict trade between our two countries. 

In view of the fact that our country at the present time is experiencing a re- 
cession, it would seem unbelievable that we would jeopardize our trade posi- 
tion with countries who have been very excellent purchasers of products manu- 
factured here. Our company for one, has been trading for many years in 
Venezuela and any discontinuance of the sales of our products in that country 
would certainly reflect in the termination of employment for many of our 
workers. 

We are prevailing upon you to consider this letter as our petition, to see that 
no unfavorable amendments are approved that will hinder our country’s business 
with Venezuela. 

We sincerely trust that you will carefully analyze any and all amendments 
that would interfere with our present friendly relations in Venezuela. 

Very truly yours, 
J. J. MADE. 


THE H. B. SMirH Co., INc., 
Westfield, Mass., March 24, 1958. 
The Honorable WILBUR D, MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D.C. 

I regret that I have been unable to testify in person in behalf of the reciprocal 
trade legislation now before the Ways and Means Committee. I should like 
therefore to submit this statement for the record. 
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‘the H. B. Smith Co., of which I am chairman, manufactures cast iron 
‘heating boilers. It has been in existence for over a century. My company has 
a business interest in furthering the reciprocal trade program. We are con- 
cerned that the export markets of the United States be preserved and enhanced by 
the expansion of a sound two-way trade, and in this respect believe it urgent 
that the United States should have every negotiationg advantage in dealing with 
the Common Market and similar economic alliances. 

At this moment in history, however, we must think in terms of the national 
rather than private interests. I cannot emphasize too strongly my concern over 
the Soviet economic offensive, and my belief that our only hope is to match it 
with a dynamic program of our own. The Reciprocal Trade Agreements Act has 
provided for 24 years an effective vehicle for establishing trade relations with 
the rest of the world. We should strive to improve our foreign trade policy but 
certainly at this moment it is unthinkable not to “protect” 4% million workers 
who derive their livelihood from foreign trade. This is certainly not the time 
to contemplate weakening the program nor to tie the President’s hands when he 
needs scope and freedom to counter the maneuvers of a totalitarian government. 

We have not ignored the Soviet atomic threat, nor the missile threat, nor the 
sputnik threat. And we cannot now afford to ignore the economic challenge, 
which has immediate probability of success. By what other move could the 
Soviet Union have influenced Latin America as it has in recent weeks with 
lures of aid and trade? 

How can the free world live in peace without the benefits of peacefully ar- 
ranged trade pursuits and exchanges, one with another? We cannot do less 
than extend the Reciprocal Trade Agreements Act for a period of 5 years, and 
grant the President the tariff reduction authority specified in H. R. 10368. 
We should probably do much more. 

STANLEY K. S1rn, 
Chairman of the Board. 


AMERICAN FLANGE & MANUFACTURING Co., INC., 
New York, N. Y., March 24, 1958. 
Hon. WiLsur D. MILLs, 
Chairman, Committee on Ways and Means, 
Housc of Representatives, Washington, D.C. 


Sir: I am sorry I was not able to appear personally before your committee 
so that I might in person urge the Congress to enact an extension of the re- 
ciprocal trade agreements program that effectively meets the needs of the 
times in which we live. A 5-year extension and the kind of negotiating authority 
the administration recommends are without question in the interest of the 
Nation, if we are to achieve ever-higher standards of living and effectively meet 
the challenge that faces us in many parts of the world. 

One of the things at stake in the decision the Congress is called upon to make 
regarding the trade agreements program is our export trade. Export sales 
are vitally important to many sectors of American industry and agriculture. 
They are sometimes the difference between profit and loss for many of our 
producers. They are the very basis for the jobs held by millions of American 
workers. An expansion of this trade means more business and more jobs for 
the American economy and it could be an important contributing factor in 
bringing the recession to an end and setting us along the road to new records 
of prosperity. Surely, anything that results in a decline in our export trade— 
as import restrictions are sure to do—means a loss of jobs and a deepening of 
the recession which has already taken a serious toll in this country. 

The level of economic activity in the United States and the nature of our 
foreign trade policy both have a serious impact on the economic health of the 
rest of the world. Extended recession in this country has in the past caused 
serious injury to foreign nations in whose economic health the United States 
has a great stake, both for economic as well as for political and military reasons. 
Import restrictions on our part have in the past brought injury to those coun- 
tries and have invited retaliation, a matter in which the countries concerned 
had little if any alternative. It is important for our own sake as well as the 
sake of the rest of the free world thut we pull out of the present recession as 
quickly as possible. And it is important for our own sake as well as for the 
strength of the community of free nations that we continue the kind of trade 
policy that is the essence of H. R. 10368. 

It is an arithmetic fact that most of the dollar exchange used to finance for- 
eign purchases of American goods is supplied by American purchasers of foreign 
merchandise. We must—and we can afford to—import even more than we have 
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in the past, if we are to have a reasonable chance of expanding our export trade. 
Competitive exports are only a small part of the total volume of goods that enter 
American ports from foreign countries, and we have nothing to fear from the 
competitive imports that come in. The American economy on the whole has 
proved itself capable of absorbing imports that compete directly with its own 
production. I have no doubt whatever that we have the ability and flexibility 
to do the same in the years to come. If we are not able to absorb competitive 
imports or adjust to them, these are signs of weakness in the American economy, 
and we ought to do something about that, not by restricting imports but by 
strengthening the sinews of our own economic life. 

There is a great deal of talk about low wages abroad posing a threat to Ameri- 
can living standards. I certainly wish that wage rates were higher and work- 
ing conditions better in many parts of the world than they are. There is heart- 
ening evidence that a raising of both is underway in many areas. But even at 
present levels foreign wage rates pose no threat to the American economy. The 
gap is wages is on the whole substantially offset by the gap in productivity, 
something in which the achievements of the United States are the envy of the 
rest of the world. The high productivity we have achieved relates not only to 
production ; it also relates in a very important way to distribution. 

There is every evidence that import restrictions do not protect wages. What 
they tend to protect is prices, and this at the expense of the consumer, whose in- 
terests should be paramount in public policy affecting both domestic and foreign 
trade. 

To further the objectives I have mentioned, I strongly recommend congres- 
sional enactment of a strong renewal of the Trade Agreements Act—at least the 
acceptance of the provisions of H. R. 10368. 

Sincerely yours, 
R. L. ParisH, President. 


HYDRAULIC Toot & EQUIPMENT Co., 
South Gate, Calif., March 20, 1958. 
Hon. WriLsur D. MILLs, 
Chairman, United States House of Representatives, 
House Ways and Means Committee, Washington, D. C. 


Deak Sir: We are vitally interested in the extension of the Reciprocal Trade 
Agreement Act now under consideration before the House Ways and Means Com- 
mittee. We are interested in seeing this act extended for a full 5 years and not 
just a temporary period. 

If the act is fundamentally good, which we sincerely believe it is, then its bene- 
fits should be enjoyed for a long and definite period. A 5-year extension will 
also enable all countries, including our own, to make long-range plans which will 
be to the benefit of all concerned. Short-range projection in a matter so vital to 
the economy of so many countries and people cannot be coordinated. It is very 
necessary that we inspire confidence, trust in our friends and allies and this can 
only done by showing them that we have faith, trust, and confidence in them. 
We cannot do this by indecisions which a temporary extension of the act, is. 

We are not motivated by selfish desires in seeking a positive answer from 
you. Less than one one-hundredth of 1 percent of our business is done through 
export. However we are selfish to the extent that we are convinced that it is for 
the benefit of our country to extend this act for 5 years without provisions that 
will emasculate and weaken it. 

Very truly yours, 
N. J. Darton, President. 


ARMSTRONG PRODUCTS CORPORATION, 
Huntington, W. Va., March 20, 1958. 
Re: H. R. 10570 and S. 8244 
Hon. Wrievur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN MiLts: We should like to go on record as being strongly 
against the above-mentioned bills. Not only would the passage of them bankrupt 
eae Virginia’s State funds, but they would have other far reaching disastrous 
effects. 

Very truly yours, 
L. O. Ress, President. 
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CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 11, 1958. 
Hon. Wiizur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Mitts: Mr. William P. Sherman, of the Park Sherman Co. in Spring- 
field, Il., has written me concerning a problem involving imported cigarette 
lighters. The Park Sherman Co. is one of the largest American manufacturers 
of cigarette lighters. 

I would appreciate it if you would include Mr. Sherman’s statement in the 
record of the committee’s hearings on the reciprocal trade program. I am 
enclosing Mr. Sherman’s letter. 

With warm personal regards, I am 

Sincerely yours, 
Peter F. MAck, Jr. 
Member of Congress. 


STATEMENT BY WILLIAM P. SHERMAN OF THE PARK SHERMAN Co., SPRINGFIELD, 
ILL., CONCERNING IMPORTS OF CIGARETTE LIGHTERS 


We have checked our 1956 and 1957 sales on our line of $1 windproof lighters, 
and found out that we dropped almost 50 percent in 1957—a tremendous reduc- 
tion which of course has affected the entire operation of the plant. 

The figures are as follows: 


1956 sales of cigarette lighters (units) .........--__--------.._.- 1, 480, 205 
100) Seles OF Geerctse Mehters (units) ....................... 5... 1, 048, 784 


As you can see, this was a sizable drop in sales, which occurred in spite of the 
fact that we introduced several new models, sold a larger percentage of lighters 
on nonprofitable “deals,” and expanded our sales force to the wholesale trade. 

There is only one reason for this 1956-57 sales drop—imported lighters, mostly 
from Japan. 

Of course, we cannot compete on equal terms with Japanese manufacturers 
from the labor-cost standpoint. We understand that the average employee 
manufacturing Japanese lighters is paid from 10 to 15 cents per hour. Our 
average rates are as follows during 1957: 


Average hourly wages of male employees during 1957_._._.__._._._.__._______ $2.24 
Average hourly rate of female employees during 1957__--_-_-__---_----_ 1. 69 


You can well see that we are paying our American labor almost 10 times 
what Japanese labor is receiving for the same work. These figures of course 
do not include vacation pay, insurance, and other fringe benefits which make 
the labor cost spread even greater. 

The tremendous labor differential is very important in a lighter, as direct and 
indirect labor account for 73 percent of the cost of the lighter. The actual 
inaterial cost—a factor that is relatively equal in both domestic made and 
Japanese manufactured lighters—is a small factor in the cost, as you can 
well see. 

We figure that we have 200 workdays during the year at Park Sherman. 
Based on this figure, we manufactured an average of 7,000 lighters per day in 
1956, and 5,000 lighters per day in 1957. This 2,000 daily drop in production 
represents a reduction of our direct labor force of 22, as previous records in- 
dicate that 11 persons can produce 1,000 when the production exceeds 3,000 per 
day. There are other labor reductions of course in overhead, indirect labor, 
ete., resulting in our lower production. This represents a drop in the annual 
“take home” pay for Springfield of more than $85,000 per year. 

Practically all of our lighters are made to retail for $1, and are sold to whole- 
sale distributors throughout the country at $5.40 per dozen, including Federal 
excise tax. This $5.40 price represents 40 and 25 percent discount from the 
retail list, and is by precedent and industry practice, the lowest historic discount 
allowed on this type of merchandise. In other words, the wholesale distributor 
will not pay more than $5.40 for smoker’s articles which retail for $1, and of 
course, would prefer to pay less in view of rising costs of doing business. 

Comparable Japanese imports have been going to the wholesale trade under 
the current tariff as low as $2.80 per dozen. This price is for the windproof 
type lighter which we are now manufacturing. Automatic action lighters, simi- 
lar to the Ronson, which have an established retail value in this country of 
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$5.95 each, have been regularly offered to the wholesale trade at $4.80 per dozen, 
and in some cases, even lower. 

Of course, we cannot meet these prices if we are to continue to pay American 
wage rates. In the long run, under the present price structure, there will be 
no American lighter manufacturer making $1 lighters, as the competition along 
today’s lines is impossible. 

Right now, there is only one other American manufacturer of dollar lighters, 
and he has indicated to me that he cannot meet foreign competition, and will 
close up his plant unless some tariff relief is granted. 

Frankly, we are in the same boat in relation to the dollar lighter business. 
Our sales have slipped badly during the last 18 months, and already, in 1958, 
despite the fact that we have introduced an outstanding new “Slender-Fella” 
model, we have been unable to meet our 1957 figures, which, as you have been 
shown above, are badly off. 

There is only one solution to the problem as far as we can see here, and that 
is to raise the tariff on Japanese lighters so that we can effectively compete 
with them on an even basis. We surely don’t want all of the domestic market. 
Nor do we want to cheapen our product, and offer the public merchandise which 
will not hold up well. 

But we do feel that there is a place in the American economy for a well made 
American product, priced right to sell at $1 over the counter. If Japanese 
lighters are permitted to enter this market at current tariff levels, domestic 
vompetition will be eliminated, resulting in a reduction of the working force 
in many lighter plants throughout the country. 

1956—according to reliable figures—over 20 million lighters were imported 
to this country from Japan. American production during that year amounted 
to 8 million. 

I am sure when the 1957 figures are available that the imported lighters will 
represent even greater a percentage of the total domestic figure. Most of the 
lighter manufacturers in the United States suffered a further drop in sales 
last year, due to their inability to compete with Japanese made merchandise. 

I am sure that if the true facts were brought before the appropriate house 
committee, necessary action would be taken to protect the American lighter 
manufacturer. 

If present tariffs are continued, there will be in time no market for American 


made lighters, as economically we cannot compete with goods produced in Japan 
at fantastically low wage scales. 


STATEMENT RE H. R. 10868 
PURPOSE OF STATEMENT 


It is the purpose of this statement to present the viewpoint of the lead-pencil 
manufacturing industry relative to pending legislation which would permit fur- 
ther possible reductions in lead-pencil tariff rates. 

This statement is submitted by the Lead Pencil Manufacturers Association, Inc., 
60 East 42d Street, New York, N. Y., on behalf of the 18 lead-pencil manufacturing 
companies of the United States, comprising 13 association member companies and 
5 nonmember companies which have specifically approved of this statement. A 
full list of the participating companies is attached to this statement as exhibit “A.” 


BACKGROUND OF INDUSTRY 
Nature of product 

The lead-pencil manufacturing industry is approximately 100 years old in the 
United States. During this period, the lead pencil has been the basic writing 
instrument of education and industry at an economic, consistently low cost to 
users, in striking contrast to the general price inflation seen in other consumer 
products. 

The lead pencil is a precision-made instrument, composed of up to 40 ingredients 
which are put through more than 125 operations to bring to the public the writing 
tool with which it is so familiar. Among the better known ingredients are Cali- 
fornia incense cedar, sheet brass, crude and synthetie rubber, graphite, clay, 
waxes, adhesive, pigments, lacquers, and packaging materials. The industry isa 
substantial contributor, relative to its size, to the import trade through its 
foreign purchase of clay, graphite, rubber, waxes and other raw materials. 
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Makeup of industry 


The lead-pencil manufacturing industry is a small industry. The 18 mannu- 
facturers, who account for the entire production, range in size from firms em- 
ploying less than 50 persons to those having upwards of 50 employees devoted to 
pencil making. In total, the industry employed more than 5,000 persons as of 
January 1, 1954, and its payroll amounted to almost $18 million in 1957, repre- 
senting 54.8 percent of the industry’s $32,800,000 sales during that year. 

The 18 manufacturers of lead pencils in the United States have an invest- 
ment in land, buildings, production equipment and inventories in excess of 
$75 million. In 1957, the industry paid taxes of more than $2 million to Federal, 
State, and local agencies, aside from the taxes paid by its employees. 

It should be noted that manufacturers of lead pencils and components thereof 
are important local employers in scattered areas of the United States. In 
Sonnecticut, New Jersey, Pennsylvania, New York, Georgia, Tennessee, West 
Virginia, Kentucky, Missouri, and central California there are local commu- 
nities heavily dependent upon this industry. 


ESSENTIALITY OF PRODUCT 


With the development of modern industry and industrial methods, and regard- 
less of the creation of newer types of writing instruments and writing machines, 
the lead pencil has shown no decline in its essential importance to our national 
life. Pencils are indispensable operating supplies for every branch of American 
life, and are essential to the maintenance of practically all functions and opera- 
tions of cooperative life and business. They are required for the entire student 
population. They are indispensable in the pursuit of all trade and commerce, 
for the use of financial and insurance organizations, for the operation of all 
transportation and communication services and systems and for public utilities, 
and by all operating departments of the Federal, State, and local governments. 

Because production of all machines, machine products, and construction of 
every type starts on the drawing board, the lead pencil is a basic tool of the 
designer and draftsman in preparing his original sketches, finished drawings 
and blueprints. The products of the industry are used not only in offices and 
drafting rooms, but black lead pencils, colored and copying pencils of many types 
are used in all factories for planning, supervising, and directing production, and 
for recording production data on which workers are rated and compensated. 

The wood-cased pencil is a product which meets all of the standards of 
essentiality laid down by the War Manpower Commission in World War II, 
except that it is not directly utilized for combat purposes. In a large measure, 
it is almost like a machine tool: Neither is used directly in combat, but both are 
essential to the manufacture of combat materials. Actually, hugh quantities of 
pencils go into combat areas along with other small but indispensable items. 

A review of lead pencil importing figures during the past 50 years will show 
clearly that in 1914 and 1940 this country and its allies were abruptly cut off 
from all foreign supplies of lead pencils. Had not American manufacturers 
been able to fill the critical need for general and special pencils required by all 
civilian, military and industrial elements, a truly serious situation would have 
resulted. Maintenance of the pencil industry and its skills on a standby basis, to 
be activated only in time of war, is impossible. 


CURRENT INDUSTRY CONDITIONS 
Competitive industry 

The lead pencil manufacturing industry in the United States is a highly 
competitive, low-profit industry. It is almost wholly dependent upon the do 
mestiec market, since it is today effectively shut out of almost all of its former 
export markets. In addition, domestic manufacturers are unable to compete, 
pricewise, in the few export markets still open to them because of the sub- 
stantially lower cost advantages enjoyed by foreign producers. 
Rising costs 

Industry costs for both material and wages have continued to rise through 
the years 1955, 1956, and 1957. A recent survey shows industry costs over 
the past 25 years to have increased on an average of almost 200 percent. These 
cost increases from 1933 to the present time have far exceeded the 193° tariff 
rate on imported lead pencils. The industry has barely managed to survive 
by improvement of its processes and equipment to the maximum possible extent. 
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Eaports and imports 


Our industry is now more than ever vulnerable to foreign competition, in 
poth export and domestic markets. Because of the industry’s difficulties, caused 
by keen competition, low-price levels, a production overcapacity, and the fact 
that exports have been drastically reduced, the industry continues at the peril 
point, or below, under present tariff rates. Any further reduction of lead 
pencil tariff rates would greatly increase pencil imports and destroy the do- 
mestic industry. Even under present rates, foreign manufacturers continue 
to increase their share of the American market. They do not need lower tariff 
rates to be effectively competitive in a normal, peacetime economy. 

The reasons for this are clear. Our domestic pencil products have no im- 
portant differences in appearance or performance to shield them from being 
displaced by closely comparable imports. Foreign manufacturers are equally 
mechanized and have equivalent productive skill. Their production per man- 
hour is equal to ours. However, according to official Government figures, the 
average hourly earnings for individual workers in the United States is $2.08, 
while in Japan it is $0.22, and in Germany it is $0.55, and this substantial 
wage gap will probably increase as higher wage rates come into effect. The 
effect of this tremendous disparity in wage rates can be judged by the fact 
that payroll represents over 54 percent of the industry’s dollar volume. 

Since the close of World War II, the grossage of imported lead pencils has 
increased substantially with each passing year. In 1955, the increase over 
the preceding year was 33 percent; in 1956, it amounted to 47 percent; while 
in 1957 (the first 10 months), the increase was 19 percent. 

Since 1945, import duties on lead pencils have been cut by 50 percent. To 
reduce further these tariff rates would cause dire hardship to all facets of the 
American lead pencil manufacturing industry. 


CONCLUSIONS 


The lead pencil manufacturing industry of the United States earnestly op- 
poses legislative provisions that permit further reductions in import duties on 
pencils or pencil leads. The lead pencil industry is already at the peril point, 
and must have for survival at least the present tariff protection for the fol- 
lowing reasons: 

1. The import duties in all important classifications of lead pencils have al- 
ready been reduced a full 50 percent as permitted under earlier Trade Act 
amendments. In addition, it should be recalled that the effectiveness of the 
remaining specific duty has been greatly weakened through years of monetary 
inflation. 

2. The industry’s products are articles of prime essentiality and of strategic 
necessity. 

8. Since the industry continues in serious difficulty because of rising costs, 
loss of exports, and intense domestic competition, it is clear that a large influx 
of foreign pencils, which would inevitably follow a further reduction in duty, 
would be fatal to American manufacturers. 

4. The American pencil industry cannot convert its main productive facilities 
into the manufacture of any other product: Its machinery can be used only 
to make pencils. 

5. The total dollar volume of the American pencil industry is so small that 
if foreignmade pencils captured the entire domestic market the resulting benefit 
to international trade would be insignificant, yet American workers would lose 
wages in excess of $18 million each year, government would lose annual industry 
taxes of more than $2 million, and a century-old industry, essential to the Nation 
in time of war and peace, would be destroyed. 

LEAD PENCIL MANUFACTURERS ASSOCIATION, INC.,, 
H. B. VAN Dorn, 
Chairman, Foreign Trade and Tariff Committee. 


Exurpit A. LEAD PENCIL MANUFACTURERS IN THE UNITED STATES 


American Pencil Co.,* Lewisburg, Tenn. 

Richard Best Pencil Co.,’ 211 Mountain Avenue, Springfield, N. J. 
Blaisdell Pencil Co.,’ Bethayres, Pa. 

Commonwealth Cedar Co., Inc.,* Shelbyville, Tenn. 

Connecticut Pencil Co., 541 Maple Street, Bridgeport, Conn. 

Joseph Dixon Crucible Co.,’ 167 Wayne Street, Jersey City, N. J. 
Jagle Pencil Co.,’ 703 East 13th Street, New York 9, N. Y. 
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Empire Pencil Co.,* Shelbyville, Tenn. 

Eberhard Faber Pencil Co.,’ Crestwood, Wilkes-Barre, Pa. 

General Pencil Co.,* 67 Fleet Street, Jersey City, N. J. 

L. & C. Hardtmuth Co.,’ Bloombury, N. J. 

Mallard Pencil Co., Georgetown, Ky. 

Musgrave Pencil Co., Shelbyville, Tenn. 

National Pencil Co., Shelbyville, Tenn. 

The Red Cedar Pencil Co., Inc.,’ 215 Second Avenue, Lewisburg, Tenn. 
Reliance Pencil Corp.,’ 22 South Sixth Avenue, Mount Vernon, N. Y. 
The Ruwe Pencil Co., 321 West Putnam Avenue, Greenwich, Conn. 
Wallace Pencil Co.,, Maplewood Branch Post Office, St. Louis 17, Mo. 


1 Members, Lead Pencil Manufacturers Association, Inc., New York, N. Y. 


W. A. SHEAFFER PEN Co., 
Fort Madison, Iowa, February 20, 1958. 
Hon. WiLsur D. MILLS, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN MILis: I know I don’t have to remind you that American 
industry thrives on competition. And any industry that’s worth its salt not 
only rejects measures that protect it against competition but actually welcomes 
the stimulus of active and challenging competition that comes from another 
company or from another product. 

But this competition has to be fair—has to be based on an equal footing. 
That’s why we have such things as Better Business Bureaus, a Federal Trade 
Commission Act, a Sherman Antitrust Act, and a Robinson-Patman Act. Most 
foreign countries, however, do not have these laws to assure free and open 
competition. On the contrary, industry agreements with regard to prices, wages, 
allocation of territories, exclusive dealing, etc., are actually encouraged. Nor 
are foreign industries faced with all of these: Minimum wage laws, powerful 
and monopolistic labor unions, social security taxes, unemployment taxes, work- 
man’s compensation taxes, sales taxes, excise taxes, property taxes, and an 
excessive income tax. 

In this country, we would never permit a manufacturer to reduce the price of 
his product by employing child labor, by paying his employees less than the wage- 
lour law allows, by working them more than 40 hours a week without time and 
a half for overtime, by refusing to bargain over a demanded wage increase, or 
by passing up a tax payment. We wouldn’t permit him to sell to one customer 
cheaper than he sold to another, unless his cost accountants could justify the 
difference in price. And even if he wanted to, we would not permit him to sell 
below cost for the purpose of licking his competitors. The reason for these 
prohibitions, of course, is to protect competition—to keep it fair. 

Yet, oddly enough, the advocates of freer trade and lower tariffs seem to 
condone the right of foreign manufacturers to do the very things that are 
denied to our own domestic manufacturers. Our deeply rooted and thoroughly 
embraced concept of fair and open competition is totally ignored and rejected 
for the nebulous and unproven virtue of assisting underdeveloped countries or 
building friendly relations abroad or combating Communism. Moreover, these 
same people are advocating lower tariffs on certain goods coming from foreign 
countries that actually prohibit the importation of the same goods bearing the 
label “Made in the U. S. A.” In other words—and again in utter disregard of 
our concept of fairness—they are promoting the interests of certain United 
States exporters entirely at the expense of certain others—or at the expense 
of those American companies that, voluntarily or otherwise, confine their sales 
to the United States market. 

I do not consider myself, or anyone else who happens to share my views, a 
protectionist. Protection against competition, domestic or foreign, is not what 
we seek. All we seek is the right to compete on even terms. That is why I 
ask your committee’s vote against a renewal of the Trade Agreements Act, thus 
reviving the basic provision of the Tariff Act of 1930 which equates tariffs with 
the cost of production. 

Respectfully yours, 





Cralic R. SHEAFFER, 
Chairman. 
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SPORTING ARMS AND AMMUNITION 
MANUFACTURERS’ INSTITUTE, 
New York, N. Y., March 31, 1958. 
Hon. WiisuR D. MILLs, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MILLS: We appreciate the opportunity to express to your 
committee some of our views regarding import competition in the arms and am- 
munition industry which is vital to the national defense. 

The Sporting Arms and Ammunition Manufacturers’ Institute is an associa- 
tion comprising 10 member companies which produce arms and ammunition. 

Since the Trade gigreements Act of 1934, tariff rates on sporting arms and 
parts have been cut between 75 to 80 percent under the rates established by 
Congress in 1930. The safeguarding provisions of the act do not afford relief 
to a threatened industry in all cases even though the Tariff Commission finds 
injury or threat and recommends appropriate action, 

Our industry would like to recommend to your committee that H. R. 10368 
be amended or specific tariff legislation be enacted to carry out the following 
recommendations of the industry : 

1. Limit extension of act to1 year 

2. Prohibit the duty-free entry of returned American goods which are 
military surplus goods originally sent abroad under the lend lease or mutual 
security program. 

3. Provide for review by Congress where the Executive disagrees with 
Tariff Commission on an escape clause proceeding. 

The industry recommends that the proposed extension of the Trade Agreements 
Act should include a specific amendment to the escape clause provisions of the 
act. This amendment would provide for review by Congress or a congressional 
committee on those occasions when the Executive disagrees with the Tariff Com- 
mission findings and recommendations. Such a review would make possible 
such corrective legislation as might be recommended by the congressional com- 
mittee, or in the absence of any action by the committee, it could be provided 
that the Executive’s recommendations would prevail. 

The imports which have adversely affected the American arms industry are 
set forth below : 


1. Imports of foreign-made rifles 

During 1957, thousands of carbine rifles of Italian manufacture (military 
surplus) were imported into the United States. Acocrding to Bureau of Census 
statistics, the entered value for these rifles averaged about 79 cents each. They 
are widely advertised at $14.88 used and $19.85 in new or like new condition. 

Total imports from all countries of rifles in this customs classification (those 
under $5 value each) for the first 11 months of 1957 were at least 87,000 rifles. 
This represents about 400 percent increase over 1956 and over 1,000 percent over 
1955. The quantity imported in 1957 represents over 120 percent of sales by the 
American arms manufacturers of comparable sporting rifles. 

Obviously, the American arms industry cannot hope to compete with such 
prices. At 79 cents each on the average, such rifles are being sold at far below 
their actual cost of production abroad. In practical effect it may be said they are 
being dumped on the market. In fact, if duty rates were increased and restored 
to even the 1930 levels the small difference in imported costs would probably 
have no effect at all. 


2. Imports of foreign-made shotguns 

In 1934, when the Trade Agreements Act was adopted and the Government 
began a reciprocal trade agreements program, only 4,300 shotguns having a 
customs value comparable to the present classification of $25 or more were 
imported into the United States. Only 5 years later, in 1939, over 18,800 such 
shotguns were imported, an increase of more than 300 percent. 

In the years following World War II there has been a steady and appreciable 
increase in such imports. In 1947, 23,300 such shotguns entered the American 
arms market. In 1952, 5 years later, over twice as many or 55,700 such shotguns 
were imported. In 1957, another 5 years later, such shotgun imports have al- 
nost doubled again. The figure for 1957 is 96,800, representing a loss in sales 
to domestic manufacturers of about $6,500,000, an increase in the last 10 years 
of over 300 percent. Department of Commerce statistics show the prepon- 
derance of these to be imported from Belgium and it can be conservatively esti- 
mated that at least one-third of all autoloading shotguns sold in the United 
States in 1957 were imported. 
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8. Import of American-made military surplus 


Thousands of Springfield and Enfield rifles used by our allies are being re- 
turned to this country in the channels of commerce for sale to the American 
public. These rifles being of American manufacture are admitted free of duty 
as American goods returned. This privilege of duty-free entry (now par. 1615 
of the Tariff Act of 1930, as amended) was really not intended to be extended 
to such arms sold as surplus by our allies. This is evidenced by the fact that 
in 1922 the Tariff Act was amended to provide that the privilege of duty-free 
entries would apply only to those commodities which were returned to the United 
States by and for the account of the exporter. This requirement was elimi- 
nated in 1988 with an explanation by the Treasury Department that the limiting 
requirement was put into the law in 1922 to: “prevent injurwto American manu- 
facturers which might otherwise arise from the duty-free return of war supplies 
they had sold abroad during the World War. This purpose seems now to be 
fulfilled.” 

We feel that military surplus which is sold abroad through the ordinary chan- 
nels of commerce should not be permitted free entry into the United States or 
for that matter permitted entry at such customs duty rates as to permit sales in 
our open market at prices far below those with which domestic industry can 
hope to compete. 

The American arms industry is suffering a substantial loss of sales in the 
sporting arms field due to the import competition of American-made military 
surplus. 

We recommend that paragraph 1615 of the Tariff Act which provides for free 
entry of American goods returned, be amended as per attached exhibit, providing 
that the privilege of duty-free entry shall not apply to military surplus shipped 
to this country and imported for sale in the ordinary channels of commerce. 
This would not impose a prohibitive tariff but would in some measure help to 
restore the competitive position of the industry by giving these imports the 
same tariff treatment accorded to arms of foreign manufacture. 


Release of United States surplus military rifles 


Adding to the impact of the above three mentioned categories of imports the 
Department of Defense has released at least 115,000 Springfield rifles and un- 
doubtedly will have a great many more to release for domestic saie. While the 
American arms industry is in favor of the civilian marksmanship training 
program through which most of these rifles are being disposed of, the release of 
these surplus arms accentuates the injury the industry is already suffering from 
the unfair competition of foreign imports. 

The impact. of import competition 

In a market which is already highly competitive among domestic producers, 
the sales lost to imports have an accumulative effect on employment, production 
and sales, not only in the plants of the manufacturers, but in the wholesale and 
retail outlets through which the American-made arms are generally distributed 
and sold. It is estimated that about 3,000 employees in the arms industry were 
laid off in 1957. This represents about a 25-percent decline in employment. In 
addition, curtailment operations force some plants to reduce the workweek from 
40 hours to 32 hours a week. 

While the above suggestions would not be a cure-all for the problems of the 
industry, they would go far to help place our industry on a more competitive 
basis. 

We appreciate the opportunity to present our recommendations to your com- 
mittee and ask that they be included in the printed record. 

Respectfully submitted. 

RicHarp F. Wesster, Secretary. 
EXHIBIT 


PROPOSED AMENDMENT TO PARAGRAPH 1615 oF THE TariFrF Act To PRovIDE THAT 
THE PRIVILEGE OF FREE ENTRY OF AMERICAN Goops RETURNED SHourD BE 
LimiTep To Exctupe ImMporTATIONS OF SurRPLUS MILITARY MATERIALS IN- 
TENDED FOR SALE IN THE DOMESTIC MARKETS 


Paragraph 1615 (a) of the Tariff Act of 1930 as amended (U. S. C. 1984 edi- 
tions, title 19, sec. 1201, par. 1615) is hereby amended to read as follows: 

“Products of the United States, when returned after having been exported, 
without having been advanced in value or improved in condition by any process 
of manufacture or other means, if imported by or for the account of the person 
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who exported them from the United States; and articles, previously imported, 
with respect to which the duty was paid upon such previous importation, if (1) 
reimported, without having been advanced in value or improved in condition by 
any process of manufacture or other means, after having been exported under 
lease to a foreign manufacturer, and (2) reimported by or for the account of the 
person who imported them into, and exported them from, the United States.” 

Comment.—The amendment in this instance is the restoration of the phrase 
“if imported by or for the account of the person who exported them from the 
United States.”’ That phrase was deleted from the Tariff Act by an amendment 
which went into effect in 1938 on the supposition that military surplus ship- 
ments no longer presented any problem and the deletion was made at the sugges- 
tion of the Treasury Department. 


Toy MANUFACTURERS OF THE U. §. A., INc., 
New York 10, N. Y., February 5, 1958. 
The CHAIRMAN, 
Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: I am enclosing herewith a copy of a telegram sent this day to the 
President of the United States, which embodies a resolution adopted by the Toy 
Manufacturers of the U. 8. A., Inc., which I request be made a part of the record 
at the coming hearings on H. R. 10368. 

Respectfully submitted. 
Stuart Hoover, Evecutive Secretary. 


New York, N. Y., February 5, 1958. 
THE PRESIDENT, 
White House, 
Washington, D. C.: 

The toy manufacturers of the U.S. A., Inc., comprised of 450 members located 
throughout the country, assembled for its 41st annual convention at the Waldorf- 
Astoria Hotel in New York, respectfully draws your attention to the impact 
which a proposal to further reduce tariffs would have on this great American 
industry. Employing more than 100,000 workers and using important quantities 
of steel, lumber, textiles, paper, plastics, and other basic materials and account- 
ing for well over $1 billion of our national economy, we are alarmed and strongly 
feel that any further reduction in tariffs would worsen the hurt we have already 
felt by the present low tariff on toys. 

While we seek no special favors and recognize the need for close relationship 
with allied and friendly nations called for by international considerations, we 
must make known to you that further reduction in tariffs may deal a mortal 
blow to an entire industry. 

This message is respectfully sent to you as a resolution adopted at our con- 
vention December 10, 1957. 

Toy MANUFACTURERS OF THE U. §. A., INc. 


PUBLIC SERVICE COMPANY OF OKLAHOMA, 
Tulsa, Okla., March 31, 1958. 
Hon. WILBuUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

Sir: May I state that I wish to support an extension of the Trade Agree 
ments Act for a sufficient period of time—certainly not less than 5 years—with 
authority delegated to the President for tariff reduction adequate to the needs 
of a steadily expanding economy and, finally, an extension free of amendments 
calculated to weaken or frustrate the basic purposes for which the act is in- 
tended. 

This legislation has been a basic part of our foreign economic policy for some 
24 years. In recent years it has become part of the central underpinning of our 
whole foreign policy, our defense and security policy. It is certainly no exag- 
geration to say that never in the past has it been so important to the fabric 
of our national life and to our existence as a free Nation as it is today. The 
Ways and Means Committee has an enormous responsibility to the Nation and 
the world in its consideration of this critical issue this year. 
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We are all, of course, aware of the material benefits to our economy brought 
about by a high level of trade—benefits in the form of lower cost raw materials 
for our home industries, fuller employment for our export industries, wider 
varieties of goods for our consumers. We know too of the increases in efficiency 
achieved through more widespread competition made possible by the reduction 
of tariffs and other trade barriers both in the United States and throughout the 
world. We know that 4% million Americans are employed directly or indirectly 
in the export or import trades, for the combined United States exports and im- 
ports exceeded $33 billion in 1957 and that United States capital investment 
devoted to international trade run into many more billions of dollars. 

These benefits are all of a material nature—they increase our rate of economic 
activity, our economic growth, and our standards of living—the difference be- 
tween a high level of trade and a moderate or low level may well be the 
difference between a fully employed, highly prosperous United States economy 
and one of relative inactivity and stagnation. We can have no doubt then of 
its importance. 

But there is another aspect of a high level of United States international 
trade which is perhaps even more important to our basic welfare than our 
rate of economic activity, essential though that is. 

This is the influence and effect of our trade and our trade policy on the 
rest of the free world. In many countries of the world to trade is literally to 
live, and vice versa. There are many highly developed nations that derive 
from 30 to 50 percent or more, of their national income from international trade; 
for these countries exports and imports are not mere additions to their liveli- 
hoods—they are the livelihoods themselves. How inconsistent to ask them to 
support us in our security program and repudiate them in their desire, yes 
their need, to trade with us. Then there are the less developed nations whose 
economy rests largely on exports of 1 or 2 commodities or raw materials and 
where a fractional reduction in price or a Small contraction of a normal market 
may bring serious want to the population. 

These groups of countries make up a large part of the free world and it is 
toward them that the Soviet Union has launched its formidable drive of which 
Mr. Khrushchev spoke when he declared trade war on the West. In the last 
3 or 4 years Burma, Indonesia, Syria, Egypt, Afghanistan among others have 
been the target of the Russian offensive, with offers of long term trade con- 
tracts, technical aid, loans and investment. These countries, struggling for 
development, desperately need expanded trade relations and broader com- 
mercial opportunities in the West. 

It is, of course, quite obvious that we need these nations, too. We depend 
upon imports for over 90 percent of our industrial demands, our natural 
graphite, our tin, tantalum, nickel, mica, asbestos, cobalt, chrome, and manga- 
nese. Any cut off of these essential imports could be crippling to our economy. 
Yet if the Soviet penetration is successful the danger of this becomes very real, 
and nothing could make the Soviet success easier than refusal on the part of 
the United States to continue its trade agreements program. 

Many, perhaps most, of the countries of the free world are to some degree or 
another in the balance. They can go either way depending upon what we do 
and what the Russians do. 

In my opinion this situation points up the crucial issue now before the com- 
mittee—whether the United States shall accept the Soviet challenge in the 
economic field with every peaceful weapon at its disposal or whether it shall, 
by default, cause the United States to desert the field and run the risk of losing 
a large part of the world to our enemies. 

I submit to the committee that our economic welfare, our free institutions, 
and our very security is at stake here. The trade agreements program and 
what we do with it has become a symbol everywhere of our foreign economic 
policy and our attitude toward the needs and welfare of the rest of the world. 
More than a symbol it has become a practical test of our own faith in our own 
principles of free competitive enterprise as a basis for economic development 
and growth. Foreign nations who trade with the United States would certainly 
regard a failure on our part to renew the Trade Agreements Act or adoption 
of a Trade Agreements Act in name only, weakened by restrictive amendments, 
as a clear indication that their prospects for the future in the American market 
are not sanguine. Under those circumstances many governments which regard 
rapid economic development and rising standards of living as not only desirable 
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ends in themselves but internal political necessities might have no choice but 
to listen to the Russian blandishments. 

These then are the main considerations I have sought to bring to the com- 
mittee’s attention—our own level of economic activity (particularly in this 
period of business decline), our industrial efficiency, our free economic system 
and our very security—all demand a continuation of this trade program. 
There are other considerations also important—considerations including such 
regional groupings such as the European Common Market now in process of 
formation, offering us opportunities for expanded export markets through re- 
ciprocal tariff reductions and for closer economic integration with nations which 
are our closest friends and allies. 

The situation in the world today, as has been so dramatically thrust upon 
us by the entry of the Soviet Union and the United States into the space age, 
is one of crisis and one of imminent change. We must go forward toward free 
world unity and solidarity or we most assuredly will go backward, to our ever- 
lasting regret and perhaps to our sorrow. Extension of the Trade Agreements 
Act in adequate form will be a significant step in the direction I am sure we all 
want to go. 

Respectfully yours, 
R. K. LANg, Chairman of the Board. 





WILLIAM STONE HONNEUS, 
Scarsdale, N. Y., April 1, 1958. 
Hon. WiLeuRr D. MILLs, 
Chairman, Committee on Ways ana Means, 
House of Rrepresentatives, Washington, D. C. 


My DrAR CONGRESSMAN: At the moment, your Committee on Ways and Means 
is holding public hearings on the Trade Agreements Act. I urge you and the 
members of the committee to vote for a 5-year extension of the act, with adequate 
fresh bargaining power. 

The mounting Sino-Soviet economic offensive on one side and the Common 
Market on the other make the trade program more important than ever. The 
economic threat, as both Secretary Dulles and Allen Dulles have stated, is a 
far more potent danger than any military threat. 

Let’s not turn the clock back to 1930, but go forward in the promotion of 
sound two-way trade by extending the Trude Agreements Act for 5 years. 

I would thank you to insert this letter in the record of the current hearings. 

Respectfully yours, 
WILLIAM S. HONNEUS. 





ScARSDALE, N. Y., February 27, 1958. 
Re reciprocal trade agreements program 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 

GENTLEMEN: I would like to inform you that I support the extension of the 
Reciprocal Trade Agreements Act requested by the President of the United States. 
I have been engaged in foreign trade in steel for a long time, and the reciprocal 
trade agreements program is not only extremely important but vital in our 
domestic economy. 

It would be rather embarrassing that we Americans complain always about 
the poor cooperation of foreigners and, as soon as the tide turns somewhat in 
our disfavor, we try to build up barriers which make international trade im- 
possible. I do not think that I have to give you figures, you know them no doubt 
as well as I do, but I would like you to know that many good American citizens 
will lose their income and thousands of jobs may be jeopardized if the Reciprocal 
Trade Agreements Act is not extended as requested by President Eisenhower. 

As an American citizen who has traveled for many years all over the world, 
I know through my own experience what is at stake, and I do surely not have to 
give you long explanations about the political dangers involved if the Reciprocal 
Trade Agreements Act is not extended. 

I thank you for your cooperation and remain, 

Very truly yours, 
Kart H. Keen. 
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COMMENTS ON FOREIGN TRADE LEGISLATION REQUESTED BY THE PRESIDENT 


(By Waiter E. Koons) 


Arguments against the administration’s requested tariff legislation have 
become so heated, with some aimed so wide of the mark, that it would appear 
the opposition is becoming blinded by its own smoke. Granted, certain seg- 
ments of our economy may not profit by this legislation, the most vociferous 
protests give evidence of a misunderstanding of the real issues at stake. Others 
stress imagined rather than actual potentials. With confusion rising to panic 
that threatens a stampede to overrun the fundamentals involved, the time has 
arrived for some straight and plain talk. 

Our controversy concerns basic issues of such widespread importance, so 
far-reaching in effect, that neither side dare permit misunderstanding nor 
understandable prejudice to influence decision. These are issues which not 
only vitally concern the security and economic welfare of ourselves, both ag 
individuals and as a nation, but the future peace and prosperity of the entire 
world. Destiny demands that such issues be decided strictly according to what 
is best for the most, what is morally right and economically sound—whether 
or not this works hardship or even sacrifice on the part of minority groups. 

Both sides agree that we must continue to promote a prosperous and expanding 
export business, for the opponents know full well that any curtailment thereof 
would directly or indirectly work them harm. But can they eat this cake and 
have it? Foreign trade is a two-way street. Where can foreign markets get 
the dollars to buy our exports unless we buy theirs? And unless we are willing 
to adjust our trade barriers in keeping with changing world conditions, how 
can we promote or even hope to continue a mutually profitable international 
trade? 

Communism’s open deciaration of a trade war is no idle threat. We already 
have begun to feel its hurt. Nor will it be long before we begin to feel the 
pinch of the new European free trade market. There is only one place left 
for “isolationism” and that is the grave already dug for its remains. If we are 
unwilling to meet these changing conditions, if we cannot meet these challenges 
wisely and fairly, making such adjustments in our domestic economy as may be 
required, it is time to call the undertaker. 

Yes, the opponents want an expanding and prosperous export business but 
without permitting the importation of foreign products on a more equitable and 
mutually advantageous basis. They have due sympathy and friendship for all 
democratic countries, but they claim “there are other ways to help our friends 
abroad.” By this do they mean “aid and more aid”? Do they propose “taxes 
and more taxes” to pay for this aid—and on top of the taxes we would all have 
to pay (directly and in terms of higher living costs) under the higher “protective 
tariffs” they advocate? 

And while we are at it, what is such “protective tariff” if not “disguised 
subsidy ?” 

The proponents of this legislation are not advocating “free trade” (elimina- 
tion of all tariffs) but multilateral trade agreements which adjust tariffs on a 
basis that is mutually advantageous. (To date we have obtained concessions 
covering about 50 percent of the value of our exports.) All such trade agree- 
ments contain that “escape clause” which permits us to revise any given tariff 
upwards when national security requires. It is even admitted that in certain 
instances where national security is definitely involved outright subsidies would 
be justified. 

But, they (the opponents) claim, further continuation of this trade policy 
“will ruin American business.” Or would it? American resource, inventive 
genius and enterprise have always been able to handle such emergencies—even 
when progress completely annihilated a business. What happened to the black- 
smiths when the automobile took to the road? They have prospered as automo- 
bile mechanics or gas station operators. What became of the straw hat business? 
After several years of “ruin” it found a way back last summer. Remember all 
those new model straws? 

Or take the cotton textile business which has been having a real hard go of it 
recently. Would a higher protective tariff solve its problems? And if it would, 
should all of us pay higher prices for cotton wearing apparel to subsidize this 
particular industry? Within recent years synthetic fibers have been perfected 
and have won considerable consumer acceptance. Whether or not this accounts 
for some of the cotton textile trade’s problems, it remains true that while today 
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there are more idle spindles in our cotton mills, the inventors of synthetic fibers 
have created quite a few new jobs up and down the line from factory to consumer. 

All of which suggests a rather pertinent question: If more lower priced 
foreign commodities were permitted to enter our country under more equitable 
and reasonable tariff rates, wouldn’t Americans be able to buy more with their 
dollars? With constantly rising living costs this is a rather timely question. 

History flatly contradicts the opponents’ argument: “We don’t need GATT.” 
The General Agreement on Tariffs and Trade was legislated in 1934 (during a 
Democratic administration, and as a Republican President now demands that 
the act be extended and strengthened, this is no political argument). The record 
is quite clear, during the past 24 years this country has enjoyed the greatest 
period of prosperity and expansion of any nation in all of history. Indeed, can 
we afford to be without GATT? 

(And if anyone attempts to blame GATT for the eurrent recession any 
sophomore student of world affairs would jump at the chance to answer.) 

But aside from what GATT has done in the past, its continuation is more than 
ever vitally necessary to national security. Foreign trade has become such an 
integral factor in foreign policy, not only here but all over the world, that it 
would be utter folly to deprive our executive department an implement which 
has become an important weapon of defense. Congress transferred the negotia- 
tions of multilateral tariff agreements to our executive department 24 years ago, 
and it has repeatedly indicated that it is happy to be relieved of this headache. 
To make a backward pass of this power to Capitol Hill, where it would again 
become the political football it formerly was, would afford little relief to the 
protectionists. 

In this connection it is significant that all six tariff commissioners have now 
gone on record as recommending that final decision to lower or raise a tariff 
should not be given to them because they feel the Commission is not competent 
to pass judgment on many relative issues, e. g., national security implication. 

Everyone who keeps abreast of the trend of world affairs must realize that 
international trade cannot be divorced from international diplomacy. Each 
day’s news only serves to emphasize the significance of President Bisenhower’s 

yarning: “If we fail in our foreign trade policy, we fail in all. Our domestic 
employment, our standard of living, and the solidarity of the free world—all 
are involved. For our own expanding economic growth we must have continu- 
ously expanding world markets; for our security we require that our allies be 
economically strong. Expanding trade is the only adequate solution for these 
two pressing problems confronting our country.” 

Unless we decide these issues according to what is best for the most, what is 
morally right and economically sound—(I leave you to finish this sentence in 
your own words). 

WALTER E. Koons. 





Rocky River, On10, March 21, 1958. 
Hon. WiiLzur D. MILLS, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Sir: I am writing to you to urge your support in the extension of the 
Reciprocal Trade Agreements Act. 

Being engaged in the import business, I am naturally interested, personally. 

In addition, selling in the Ohio area, I am well aware of the many millions 
of dollars’ worth of goods and services that result from foreign trade in this 
area. 

With the opening of the Great Lakes seaway, this will become even greater. 

It will certainly be shameful if this act is not extended after spending all of 
the time and effort making the seaway a reality, to say nothing of the great 
amount of money. 

It would appear to me that if this bill is not extended that the seaway will be 
a “dead duck.” 

It will also make it impossible for millions of dollars’ worth of goods and 
services to be exchanged by American companies and European companies 
throughout this great industrial area. 

Without this exchange of goods and services all over the world, our own 
standard of living will ultimately decline for we certainly produce more than 
we are capable of consuming in this country. I am sure that the effect of this 
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act not being extended will result in the limiting of our markets abroad. This 
would be disastrous for American industry. 
I therefore strongly urge your support of the extension of this act. 
Sincerely yours, 


RrcHarpD D. McCuure. 


PirTsspuRGH, Pa, February 20, 1958. 
Hon. Wiisur D. MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Sir: This letter is in connection with the proposal for extension of the recip- 
rocal trade program as exemplified by H. R. 10368, on which I understand hear- 
ings have started or will start shortly before the House Ways and Means 
Committee. May I register, by means of this letter, my strong opposition to 
this bill, to the plan to extend the Trade Agreements Act for 5 more years and 
to the authorization allowing the President to reduce tariff rates by another 
25 percent. 

I realize that it seems difficult to find people with a “neutral” position on this 
subject—people who will study the problem objectively. Also, I realize the 
importance of this problem to the relations of the United States with our 
friends abroad, as shown by the great activity of the State Department in the 
past in advising the President on “escape clause” cases recommended by the 
Tariff Commission. Foreign policy objectives are naturally important—but 
even more important, in my humble opinion, is consideration of the impact of 
imports from low-wage foreign competition on the jobs of American workers. 
The glass industry, from which I make my living, has felt this impact very 
greatly and many hours of work that might have added to the glass payrolls 
in Pennsylvania, West Virginia, Ohio, Dlinois, Missouri, Oklahoma, etc., have 
been “exported” abroad for wages only a fraction of what our citizens expect 
and receive. Surely there are ways and means of building foreign relations, 
not at the expense of job security in the United States. 

Respectfully yours, 


M. W. MARSHALL. 





STATEMENT SUBMITTED TO COMMITTEE ON WAYS AND MEANS, 1102 New House 
OFFICE BUILDING, IN CONNECTION WITH HEARINGS ON THE SUBJECT OF RE- 
NEWAL OF THE TRADE AGREEMENTS ACT 


Towards the end of 1957 the Soviet Union surprised, scared, angered and 
aroused us from years of complacency, smugness and general attitude of superi- 
ority towards the rest of the world. The launching of Sputnik vividly portrayed 
the danger of physical attack and generated sharp reaction by our people, who 
demanded elimination of selfish interests and wasteful duplication of effort. To 
this extent I believe we can say this Sputnik turned out to be a boomerang. 
There is, however, another Sputnik whirling about us on a chartered course. 
There is nothing dramatic about this older relative. It started its career in an 
unheralded way and has quietly grown into a powerful force while most of us 
have smiled at its seeming ineptitude. But we cannot deny that it has grown 
and is as vital a force and as dangerous a threat, yes even more so, than its 
dramatic relative. I refer to Russia’s inroads into the trade of the free world; 
the economic war which she and her satellites have been pursuing with determi- 
nation since 1945. During this time we have been lulled into a feeling of se- 
curity with theories that Russia will collapse internally, her satellites break 
away, or that she cannot fulfill her trade agreements and will lose her temporary 
gains in the long run. This type of thinking is outmoded, foolish and dangerous. 
Economie penetration has been and is being successfully made by Russia and 
China into the Middle and Far East. Although there is no evidence of great 
headway being made in Latin America, important officials and trade missions 
have appeared; offers are being made and negotiations under way—all designed 
to obtain a greater share of tne Latin American trade. Our good friends of 
the south need help to strengthen their growing economies, to raise their stand- 
ard of living, but if we do not make it readily available, how can we criticize 
them for going to another source? 

Russia is reported to be concentrating her efforts toward economic penetra- 
tion in Argentina, Brazil and Colombia. Experience has shown that once a 
nation has become involved in a bilateral trade agreement with the U. S. S. R., 
only one of those countries gains at the expense of the other, and the U.S. S. R. 
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jnvariably is the winner. There is a corollary to economic penetration, namely 
a political one made easier by the substantial increase in personnel at the lega- 
tion or consulate level. We, who have had the friendship and admiration of 
the vast majority of people in Latin America are rapidly losing ground because 
of “too little too late.” She will follow in the footsteps of many European, 
Middle East and Far East countries if we do little more than give lip service to 
“trade not aid theory.” I do not overlook the important part played by private 
industry, The Export-Import Bank. the World Bank, and the services of United 
Nations. These groups or agencies have made invaluable contributions, but 
a broader base is needed to make their efforts produce at a faster and more 
permanent pace. 

Every step we take to make it simpler and easier for foreign countries to sell 
their products to us is another step forward in building our first line of defense 
against Communist inroads. We are at a point in our history where the tariffs, 
quotas, and other import hindering regulations imposed to protect the inefficient 
and marginal producer must be discarded. If that means the gradual elimina- 
tion of a few industries, a change to a new field for some workers, a decrease 
in the sales and profit in some segments of industries, let not these obstacles stop 
us. They are of minor importance, are of relatively short duration, and easily 
solved. 

Of all the world nations, the United States of North America is the strongest, 
wealthiest and greatest. The leadership and custodianship of freedom is ours. 
It is our responsibility to nurture and help preserve this freedom throughout the 
world and we must recognize that our role requires some sacrifice on the part 
of each of us. Any barrier, be it a quota, tariff or a control of the flow of funds, 
tends to restrict the means to a better life and freedom. Our country has become 
the epitome of the free way of life, and none of us can consciously deny the right 
of all peoples to participate in it with us. 

The Trade Agreements Act was passed in 1934 by Congress to promote the 
expansion of United States trade through agreements which the President could 
make with foreign countries, obtaining reductions in foreign tariffs against our 
exports in return for the reciprocal lowering of our own tariffs. The success 
of this program is a matter of record with total imports and exports to and from 
this country approaching the 40 billion mark in 1957. Our farmers depend 
greatly upon foreign sales as evidenced by the fact that in 1956 one-fifth of our 
crop land produced for foreign markets. About 11 percent of our total farm 
production is exported each year. Some 4% million workers owe their jobs 
directly to foreign trade. This represents about 7 percent of our total employed 
labor force. These figures show the importance of world trade to our Nation 
and additional figures are on records which give evidence to the importance of 
the sale by foreign countries of their products to us. These sales pay for our 
exports and as stated previously, any step taken by us to hinder these countries 
in their efforts to sell in our markets, is a direct blow to their efforts to increase 
their economic well-being and a threat to their freedom. 


SUMMARIZATION 


Because our continued economic progress and security is vital not only to our 
freedom, but of our many friendly countries throughout the world, and because 
many of these countries need our assistance which can be implemented through 
the extension of the Trade Agreements Act, and because of the threat the Soviet 
Union poses to all free nations, I urge full support to the administrative’s request 
for the extension of the Trade Agreements Act. It is one of our mightiest 
weapons in the cold war. 


tespectfully, 
JAMES H. MOULDER. 


I. B. Catz, 
New York, N. Y., February 24, 1958. 
Hon. Wrisur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington, D.C. 

My Dear CONGRESSMAN: As part of our “people to people” program, I had the 
privilege to participate last year and the year before as a member of United 
States trade missions sent out in connection with United States participation in 
international trade fairs abroad by the Department of Commerce. 
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Up to last year, 59 of these trade missions went out to various parts of the 
world, and the members of these missions met and talked with hundreds of 
thousands of foreign businessmen, and we also talked with foreign officials in 
the various countries. Our purpose was to create good will and to try to help 
the people we met understand our trade policies while at the same time we 
tried to understand theirs. 

In the past, the emphasis in the world struggle has been on Russion imperialism 
as opposed to the free enterprise system accompanied by political freedom. Our 
experience with these trade missions has convinced all of us that we are in a new 
phase of bitter economic warfare, with Russia taking full advantage of every- 
thing that happens in trade questions to make propaganda to try to put the United 
States in a bad light. The question that we were asked over and over again 
was: “Why does the United States preach increased international trade among 
nations of the free world, and then suddenly raise tariffs or impose quotas to 
restrict our exports to you?” Last year, there were also many questions as to 
what we were going to do about our Trade Agreements Act. 

Woodrow Wilson lost his battle for one world, and in the twenties we became 
isolationists. In the thirties, we confirmed this attitude by adopting the Smoot- 
Hawley Tariff Act. In the middle thirties, Cordell Hull led us back to the road to 
economic cooperation. In the forties, Wendell Willkie came out for one world 
and advocated a full exchange of ideas, products, and money. 

The reciprocal trade agreements program was adopted in 1934 in an effort to 
stimulate our exports. In 1934, our total export-import trade was only $3 
billion; in 1956, commercial exports exceeded $19 billion, and our imports were 
close to $13 billion, a total of $32 billion. Our exports now provide employment 
for an estimated 4% million of our people, and on our trips abroad, and during 
conferences we had with businessmen there, we saw tremendous opportunities 
for enlarging our export markets. But we still have that economic war, so 
how long can we afford to antagonize our customers in the free world by telling 
them that we want to sell them as much as possible but aside from things we 
do not produce in this country, we want to buy from them as little as we pos- 
sibly can? Even our friendly neighbor to the north, Canada, is planning to 
switch its purchases of some items from the United States to England to over- 
come the trade deficits feared if we place drastic restrictions on their imports of 
lead, zine, and petroleum. That switch alone may mean the loss of over $1 
billion of business to American exporters with a corresponding loss of jobs for 
American workers. 

In Europe, a common market has been formed and there is active considera- 
tion of a 17-nation free trading area. These trading arrangements can be 
advantageous or disadvantageous to the United States depending on the course 
we take in the immediate future. 

At the moment, your Committee on Ways and Means is holding public hear- 
ings on the bill, H. R. 10368, to extend the Trade Agreements Act. In my opin- 
ion, it should not be necessary to have that act come up for renewal every few 
years. It should be a permanent statute as a demonstration that the United 
States is steadfast in its policies of economic cooperation, and intends to do 
everything possible to bring about an ever increasing two-way flow of trade on 
a mutually beneficial basis. 

The act should be made stronger by the elimination of most of the provisions 
that raise doubts among people in friendly foreign countries as to the stability 
and continuity of our foreign policies, and cause them to ask members of our 
trade missions embarrassing questions when we get up in meetings abroad 
and tell them we want a vigorous two-way trade and want to work side by side 
with them to build a strong economic free world. 

The act should be extended for at least 5 years as the President has requested, 
with adequate fresh bargaining power. At the same time, the provisions in the 
extension bill to authorize trade agreement rates of duty to be increased in 
“escape clause” cases by as much as 50 percent above the July 1, 1934, rates 
should never be approved. The July 1, 1934, rates of duty, with very few excep- 
tions, were the Hawley-Smoot tariff rates. To establish a protective rate of duty 
50 percent more than the Hawley-Smoot rate for any imported article under any 
circumstances would, in my opinion, have serious repercussions throughout the 
entire free world. Furthermore, to have every trade agreement item liable to 
such a drastic increase (6 to 7 times the existing rate in many cases) would 
destroy every vestige of stability in our entire trade agreement program. 

I would thank you to insert this letter in the record of the current hearings. 

Respectfully yours, 
I. B. Catz. 
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STATEMENT SUBMITTED BY ABIJAH UPSON Fox, GREENWICH, CONN., ON H. R. 10368, 
PROPOSED TRADE POLICY LEGISLATION 


Hearings are now being held by the House Ways and Means Committee on pro- 
d legislation which will determine our trade policy for many years to come. 

H. R. 10368, if enacted, would continue for 5 years the authority of the execu- 
tive branch of our Government to change tariff rates. The bill proposes further 
substantial reduction in our tariff rates and would commit us to OTC, a policing 
agency for GATT which is an international conclave of 37 nations dedicated to 
reducing tariffs, in which we participate without congressional sanction, and in 
which the United States has but one vote. 

Would this proposed legislation constitute a sound trade policy? Would it 
be helpful to the overall economy of the United States? Should it be enacted as 
proposed? To all these questions, the answer is, no. 

Before examining the merits or defects of the bill it should be made clear that 
opposition to this trade legislation is not opposition to trade. It is opposition 
to the kind of unwise trade policies we have followed during recent years. It is 
opposition to continued control over our trade policies and tariff rates by the 
executive branch of our Government and representatives of 36 foreign countries. 
It is for policy determination in the best interest of the overall needs of our econ- 
omy by the elected representatives of our people. 

Our trade policy, as ultimately determined, will have a major impact on the 
lives and welfare of every one of us. We must never forget that our industries, 
nurtured by protection during the 19th century from the effects of competing 
foreign merchandise imports, were instrumental in the blooming in the 20th cen- 
tury of the highest standard of living the world has ever known. 

In the face of our dedication to maintaining that high standard of living by 
our minimum wage laws and full employment objectives, we are now witnessing 
on arm of our Government proposing by trade legislation to destroy what an- 
other arm is directed to maintain. For, make no mistake, the proposed trade pro- 
gram can only have the effect of transferring jobs from American workers to 
foreign workers. 

But let us see what the proposed legislation, if enacted, is expected to accom- 
plish, and let us evaluate those claims. 

Proponents of the legislation insist we must permit 36 foreign nations to de- 
termine our tariff rates and policies, else, friendly foreign nations will no longer 
like us. This contention is without merit. In all but the last 10 years of our na- 
tional existence we have negotiated our foreign policy and our trade policy bilat- 
terally and through normal Government channels rather than multilaterally 
through a conclave of nations such as GATT. We have had friends among other 
nations, quite possibly as many, if not more than we have now. 

It is argued that we must increasingly share our home market for manufac- 
tured goods with foreign nations, as 36 of them determine, since this is the only 
way we can support friendly nations of the free world. We do want to increase 
trade, the right kind of trade, but not trade that hurts our economy, weakens 
our strength, and thus makes us less able to provide massive support, if needed, 
to friendly nations. 

Proponents of the bill say we must lower our tariffs to counter the trade and 
aid offered by the Soviets to the friendly countries of the free world in order 
to detach these countries one by one and swing them into the orbit of Communist 
influence. Certainly we must spare no effort to stifle the siren song of Soviet 
wooing. But let us do it intelligently. Let us do it ourselves and not leave the 
decision to 36 nations—some not so friendly and some even behind the Iron 
Curtain. How on earth can we expect those nations to make trade decisions 
for us in our best interest? Let us not forget that when he woos a free-world 
nation, Ivan Soviet does it himself, bilaterally, and not through a conclave of 
37 nations many of whom are unfriendly. The Soviet practice is a commonsense 
precept we might well take to heart. 

Even in our own case, experience shows that when the chips are really down 
in a sufficiently important case, our executive branch can negotiate bilaterally on 
behalf of American interest. Called “voluntary,” the “self-imposed” Japanese 
textile export quota to the United States was the result of “informal” behind-the- 
scenes discussions. It arrested, temporarily at least, the disaster facing the 
2 million workers employed in textile and apparel production—workers and 
products essential to us in peace and vital in wartime. ‘Too often, however, the 
interest of our workers has been ignored in foreign policy negotiations. 

Proponents of the bill also say we must further reduce our tariffs or else suffer 
the inevitable alternative of increasingly high barriers against our own commerce. 
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Well, the facts are that we have reduced our tariff rates drastically in the past 
10 years, and foreign nations have responded by increasing their barriers against 
our trade, or have made very much smaller tariff reductions. Also, foreign 
countries employ many, many measures other than tariffs to prevent us from 
selling our manufactured goods to them—quotas, import licenses, currency ex- 
change rates, preferential exchange systems, preferential trade system—and 
many others. All in all foreign nations have found dozens of ways to impede 
the entry of our manufactured goods other than by resorting to tariffs—but these 
other measures are equally if not more effective than tariffs. 

We are assured by proponents of the legislation that minor modifications in 
escape procedures will provide quicker relief for United States industries faced 
with injury and possibly extinction. This protestation is specious. The record 
of the executive branch speaks eioquently that this assurance is without sub- 
stance. During the past 10 years, the executive branch has ignored or reversed 
two-thirds of the escape-clause recommendations of the professional experts of 
the Tariff Commission. The pangs of industry death and workers joblessness 
will be no less painful to those industries and workers arbitrarily selected for 
sacrifice because the end may come a month or so sooner. The claimed benefit 
is illusionary, the damage and injury real. 

Now is the time to face the facts. 

Encouraging the entry into our country of surpluses of foreign industries 
which have excess productive capacity and which are competitive with our own 
essential industries, serves merely to disemploy our workers and make smaller 
our own domestic market for goods made by our manufacturers. Let us open 
our eyes and recognize that many of our industries—essential to our welfare— 
simply are not and cannot be competitive with foreign produced goods when 
manufacturing equipment and processes are comparable, raw materials are avail- 
able to others at equal or in many instances at lower prices than to our own 
manufacturers, and the cost of labor is a tenth to a half what itis here. Creative 
ingenuity and mass-production methods can do much to offset these terrific 
handicaps, but the fact is that the productivity gap between the United States 
and the rest of the world is disappearing. If we wish to avoid massive adjust- 
ments to our complicated industrial complex and if we wish to maintain—let 
alone raise—our standard of living, time has come to face the cold facts of inter- 
national industrial competition. Yes, let us encourage trade, but not the kind 
which so terribly jeopardizes the future maintenance of our living standards. 

We should and we do want friendly countries to be strong. We should do 
everything we can to be sure they are strengthened. But it is not sensible to 
weaken ourselves while trying to strengthen them. Other ways exist to help 
our friends abroad and they should be used for the purpose—grants, loans, 
technical know-how, private investment, military equipment, are examples. The 
burden of helping other countries should be borne by all Americans—not by just 
a few groups of workers or communities. Merely because the executive branch 
has found it difficult to obtain funds for foreign aid, it should not by its trade 
policy endeavor to obtain by indirection what it is reluctant to try to obtain 
directly. 

Our economic self-interest demands a reappraisal of trade policy. Oppor- 
tunism, expediency, and unrealistic policies of the past must give way to common- 
sense and intelligent long-range planning. Trade policy must be a part of our 
overall national economic policy. We must stop engaging in practices that take 
jobs and food, clothing and shelter from our workers, and which jeopardize 
essential industries. 

Our negotiating should be bilateral—by Americans for American interest. 
Our trade and tariff agreements should be truly reciprocal and not one-sided. 
Control over our trade and tariff practices should be returned to an expanded 
and strengthened Tariff Commission acting under policy directives of our 
Congress. 

H. R. 10868 should not be enacted. 


STATEMENT FOR THE REcorD BY JAMES A. Dew, SALES MANAGER, KENNET & Co., 
Inc., West PALM BEACH, FLA. 


I would like to file this statement for the record because it seems to me that 
more than ever before we need an international trade policy which would reflect 
truly the national interest of the United States—in both economic and political 
sectors. The United States of America is now facing a great crisis by the 


Re RT NTE TTL 


IRE T MI OIE EEE 





Phe T he ee 


rr @ 


le ae ee 


serene > 


2 PEE 


eet Naat 


RENEWAL OF TRADE AGREEMENTS ACT 2905 


declaration of economic war upon us by the Communists, and intensified by 
the fact that our Trade Agreements Act expires on June 30 next. Failure to 
extend the act for less than 5 years would do damage to American economic 
interests at home and abroad. This seems more important than ever if we are 
faced with a recession. 

My business, and that of my family since 1921, has been Florida real estate. 
Periods of good and bad business are pretty directly connected with the pros- 
perity of the Nation as a whole. People tend to think of a vacation house or 
a warm climate home for their retirement only in good times. So unemploy- 
ment figures are directly reflected in our sales. It seems to me that one way 
not to meet the unemployment problem would be to curtail imports by increasing 
trade barriers. Since most of the United States unemployment is not due to 
imports anyhow, increased restrictions in this country would have an aimost 
immediate adverse affect on our exports (which provide 4,500,000 jobs vs. the 
100,000 affected by imports). Then total unemployment would rise, and conse- 
quent reduction in purchasing power would generate even more unemployment. 
The Smoot-Hawley high tariff policy of the beginning of the 1930’s proved 
folly ; it might be even more disastrous in 1958. 

Now we have our position in the world to maintain against a growing Com- 
munist threat in the political as well as the economic sphere. Recently Mr. 
Khrushchev said to an American newspaperman: “We declare war upon 
you—excuse me for using such an expression—in the peaceful field of trade. 
The threat to the United States is not the ICBM, but in the field of peaceful 
production. We declare a war we will win over the United States.” At about 
the same time, Mr. Benjamin F. Fairless said in a public address, “trade is 
our secret weapon.” It seems daily more obvious that only through trade ex- 
pansion in cooperation with our friends of the free world can we win in this 
economic war. If we take a worm’s eye view of the world—no military 
establishment, however strong, can save our freedom if we fail to see the threat 
which the Communists present in nonmilitary areas. 

It is only recently that the United States has assumed world leadership in 
economic and political affairs. This fact is significant because problems of 
foreign policy earlier in our history were not as important as they are now. 
The security of the United States in the past lay primarily in its relatively 
isolated geographic position. However, the situation is different today because 
of the worldwide nature of the Communist menace. Thus, the United States 
is dependent upon and has chosen to base its security in a large measure upon 
that of our allies. Therefore, relations with our allies and other nations in 
the world become of primary importance to our national security and questions 
of foreign policy assume an immediacy unknown in the past. 

Further, the European Common Market is in a formative condition. Because 
of this, if the United States extension this time were to be for only 3 years 
our negotiators would have to spend almost all that period in careful preparation 
for negotiations aimed at keeping the common market external tariff as low 
as possible. From their point of view, it would be equally unbusinesslike since 
their European community would have no way of knowing what our foreign 
trade policy would in fact be just at the time negotiations were to get under- 
way. 

At the American Management Association conference in New York last month 
on the Common Market, Robert Marjolin’s, France’s leading economic technician, 
warning bears repeating here. Speaking of the new European free trade plan, 
this mild man who is now serving as the first vice president of the European 
Sconomice Cooperation (REC) Executive Commission said: “This is a very im- 
portant declaration that the way is open to the gradual reduction of our ex- 
ternal tariffs, provided, of course, that other countries are ready to meet the 
Community halfway.” He declared, “We are ready to negotiate with the 
United States and other countries on the basis of mutual concessions. I don’t 
need to go any further.” 

This is typical French “politeness.” I think most of you in Congress know 
what this mild-mannered Frenchman was saying had, in effect, a thinly veiled 
“or else” twist that no European country could ever attempt alone—no matter 
how much we might tempt them to with our “off again on again’ trade policy. 
Speaking as he did for a market of 150 million customers, his pleasing French 
accent had overtones of real authority we would fail to understand at our peril. 

To return again to the local level I want to stress to the committee the real 
and immediate dependence in our district of the specific exports we share in our 
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country’s foreign trade picture. These include fertilizers, fruits, nuts, vegetables, 
processed juices, machinery, fabricated metal products, essential citrus oils, live- 
stock products and dairy products. Any restrictions in our imports would be 
at once reflected in falling sales in those exports so vital to the prosperity of this 
section. It is a truism that foreigners can only buy from us with the dollars 
we permit them to earn in selling us imports, excluding of course grants and 
loans. I think that while those are necessary to some extent today (especially 
since our exports, excluding military, are running around $19'% billion and our 
imports around $13 billion), we all agree that a healthy international trade is 
the best way of maintaining the strength and solidarity of the free world in 
these crucial times. 

For all these reasons then, I respectfully submit that more than any one thing 
in the Nation today, the extension of the reciprocal trade agreements is the most 
important. Any other course would be the inexcusable response of a return 
to isolationism. 


FOREIGN TRADE IN QUK CHANGING WORLD 


Remarks of Leland I. Doan, President of the Dow Chemical Co., Before the 
Economic Club of Detroit, Detroit, Mich., February 24, 1958 


With sputnik and—as the French call it—Ilkenik wheeling around in outer 
space * * * and with “shoot the moon” suddenly having taken on a vastly deeper 
significance than a simple gambler’s phrase, it is hardly necessary to note that 
our world is changing. 

Happily it has been changing since the days of Adam. Otherwise we all should 
have led pretty dull lives. So the fact in itself is hardly phenomenal. What is 
of importance is an awareness of the form and direction of the changes and an 
effort to determine their probable effect upon our lives and customs and the lives 
and customs of others. Man finds it necessary to adapt to changes in his personal 
circumstances, and just so nations must adapt to global changes. 

I have been asked to talk on the subject of foreign trade in this changing world, 
and I suspect I was asked because I am known to hold certain protectionist views, 
so there is no reason for me to beat around the bush in getting to the subject or 
to try to smuggle my opinions in under camouflage. 

Earlier this season I believe you have been privileged to hear the views of 
two other gentlemen, Mr. Dillon and Mr. Randall, on the same subject. While 
I do not agree with some of their specific recommendations I would like to make 
it clear at the start that there are many areas of agreement between us. 

There seems to be an unfortunate misapprehension in some circles that those 
who defend the idea of protective tariffs are intrinsically opposed to foreign trade. 
This is like saying that a man refuses to sell something because he insists on 
making a profit * * * or that bankers are opposed to loaning money because they 
insist on adequate collateral and interest. My own company does a considerable 
amount of foreign business, so my position would be completely untenable if I 
were to hold views basically opposed to international trade. 

On the contrary, I cannot agree with those who seem to hold the opinion that 
trade per se is good and if we just have enough of it everything will be dandy. 
This is confusing the means with the end. Trade is good only insofar as it bene- 
fits the parties involved. 

Let me state it very simply. It would be quite ridiculous for us to make caustic 
soda and sell it to Monsanto and then turn around and buy caustic soda manufac- 
tured by Monsanto. The only beneficiary would be the transportation system. 

Following this reasoning, the encouragement of trade for trade’s sake between 
nearly identical economies becomes highly questionable. Since no two economies 
are entirely identical there will be certain areas where exchange makes economic 
sense, but in areas where they coincide there is no real value in exchange other 
than that it may offer the consumers of both economies a wider selection. 

Now, I have no basic objection to this sort of exchange, but its value is esthetic 
rather than economic and thus it cannot be regarded as a very effective means 
of strengthening the economies involved. 

The really beneficial trade is that which flows between complementary, rather 
than similar, economies. In this way both are afforded sources of materials which 
they lack or products which they are unable to produce economically. This type 
of trade makes sound economic sense and, therefore, will flourish unless 
arbitrarily restricted. 


oer A EER mR 








© 


r 
Tr 


nD he 


— Fhe 


- = 


-= 


ww PS 


le 


> 


anes 


Setarcnnenciaeiit tata sieadinan cicada 


eet ee 


RENEWAL OF TRADE AGREEMENTS ACT 2907 


Now, I realize that there are all manner of special circumstances which require 
consideration, but I think the difference between similar and complementary 
economies should be kept in mind if we are to keep our feet on the ground with 
respect to foreign-trade policy. 

Now * * * what of change? Since World War II we have seen the rise of 
the Soviet Union as an economic power rivaling our own. We have seen the 
rehabilitation of war-torn Europe to the point where her industries are again 
eagerly competing for world markets. And we have seen—are seeing—a rising 
eurrent of nationalism evidenced by a persistent drive for industrial self- 
sufficiency throughout the nations of the free world—even among the less 
developed nations. 

These newly developing nations are determined to industrialize and in a hurry 
to do it. They would not be content to remain raw-material suppliers even if 
there were no trade barriers and thus, in effect, have rejected the principle of 
maximum world specialization. 

In a sense, there is in progress a second industrial revolution aimed at elevat- 
ing the world standard of living. These forces are all to the good. We have 
devoted a great deal of money and effort to their encouragement. We have 
given billions in governmental economic aid, have supplied both funds and 
technical assistance through the point 4 program, and have even offered some 
minor encouragement to the foreign investment of private capital. 

The Communists too have, only recently, recognized these desires and thus 
we find ourselves competing with them for the allegiance of the newly develop- 
ing and uncommitted nations. The competition inevitably will grow keener. 

However, we must recognize the implications of such changing patterns with 
respect to our own economy. We are not competing with laggard nations: we 
are competing with rising efficiency and growing desires for industrial inde- 
pendence. These desires have led to postwar trade restrictions—quotas, import 
licensing, currency manipulation, and so on—which are a greater hindrance to 
trade than were prewar tariffs. And this despite our own leadership toward 
freer trade. 

We see also another trend which has perhaps even greater implications. We 
see the free world moving toward regional free-trade areas. There is a growing 
awareness among other nations that a high standard of living depends on mass 
production and that mass production is possible only when there is a mass 
market. 

Thus, last December we saw the final ratification of a program which will 
create a common market among 6 European nations having a combined popu- 
lation of 160 million people. To this may well be added the other nations of 
the OEEC by means of a proposed free-trade area encompassing more than 300 
million people. 

Similar plans are already under discussion in South America, Central America, 
and Asia. 

This is a very encouraging trend. Economic unity should be a potent force 
for amity. Further, the establishment of the mass markets should help to 
equalize and elevate living standards within these areas. Hence, lasting peace, 
at least among the nations of the free world, becomes more probable. 

But again we should take into account the probable effects of such develop- 
ments on our own position as a world trader. Of our $17 billion of exports 
(excluding military goods), one-third goes into Western Europe. There is 
little question that the formation of common markets will make us less com- 
petitive, overall, in such areas because trade barriers between the participating 
countries are to be gradually eliminated while a common barrier will be retaine! 
against the rest of the world—which includes us. 

We therefore stand to lose, within a relatively few years, a substantial portion 
of our European business. Furthermore, the increased efficiency of the European 
Common Market will enable it to underbid us with a consequent loss of our $4 
billion South American market. : 

It is also interesting to note that the recently formed European Common 
Market demonstrates very clearly some of the problems involved in trying to 
apply the free-trade theory on a global basis in the world of today—problems 
which we who favor reasonable tariffs have been pointing out for a long time. 

Note first that the common market proposal came only after NATO had become 
a working reality. The fact that the nations were supplying soldiers to a com- 
mon army gave reasonable assurance against war between the nations involved. 

Next we might note that wage rates among the nations were reasonably com- 
parable and that such differences as there are will be cushioned by gradual 
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tariff reductions. Moreover, there is to be complete freedom for workers to 
move from one country to another. This will do much to distribute the labor 
supply and equalize wage rates. 

Finally, attention was given to the foreign exchange problem. It was not 
considered feasible to establish a common currency, but steps were taken to 
reduce exchange restrictions. Trade balances are to be accounted in European 
payment union credits and procedures have been set up to try to prevent con- 
tinuing imbalances between nations of the common market. 

The monetary problem proved to be a very tough one and will probably re- 
main the most troublesome. 

The free trade theory presupposes that the only differences are natural ad- 
vantage or skill—that there is assurance of peace, that wage rates are relatively 
comparable, that there can be free movement of people, that taxes and laws 
governing business are reasonably uniform, and that currencies are freely con- 
vertible. When we look about the free world as a whole, we find none of these 
conditions in existence. 

This is the universal problem which every good engineer and scientist faces 
constantly—making sure that the assumptions back of the theory actually fit 
the situation to which the theory is to be applied. 

I am reminded of the aviation engineers who applied lift-drag equations to 
the bumblebee and found that it was impossible for him to fly. What they omit- 
ted was the factor of energy, so their theory really only demonstrated that the 
bumblebee cannot glide like a seagull. 

Any discussion of foreign trade sooner or later gets around to focus on the 
Trade Agreements Act. This one is no exception. I might note parenthetically 
that, however often you may hear it, the word “reciprocal” is not in the title. 
Reciprocity, or mutuality, however, is in the act in theory and we wish there 
were some of it in fact. 

It is again being proposed by Mr. Randall and others that the Trade Agree- 
ments Act once more be extended and that the President be given considerable 
latituce in adjusting our tariffs. The practical effect will be a broad reduction 
of present tariffs with one or two minor escape clause raises. 

For some reason which rather escapes me, this particular act seems to have 
hecome a sort of sacred cow with the proponents of lower tariffs. One is given 
the impression that if the act is not extended our whole foreign trade situation 
will be thrown into a state of chaos. Actually, failure to extend it would in no 
way nullify any existing agreements. It would simply mean that until some 
other legislation were passed our present agreements and tariff schedules would 
remain in status quo. Hence, I cannot quite buy the atmosphere of urgency 
which so often surrounds the requests for its extension. 

Talk about world changes! The Trade Agreements Act was passed in 1934— 
24 years ago! Prohibition had just been repealed for one month! It was the 
year war first flared between Italy and Ethiopia. In that vear Germany signed 
a nonaggression pact with Poland and, paradoxically, a few months later Hitler 
consolidated his power with the death of President Von Hindenburg. What a 
lot of water has gone over the dam since that time. 

Here, in the United States, we were in the doldrums of depression, and among 
other efforts to combat it, President Roosevelt recommended the trade agree- 
ments program as a temporary measure in the hope that it would stimulate our 
exports. Congress passed it solely for that purpose and there is no evidence to 
indicate that anyone concerned thought they were setting up a program designed 
for perpetuity. 

Anyway, its supporters contend that it has assisted our export industries. 
Perhaps it has, but let us look at a few facts. 

In 1929, before the onset of the depression, total United States exports ac- 
counted for 5 percent of our gross national product. In 1956, after 24 years of 
trade agreements, nonmilitary exports accounted for only 4.2 percent of GNP.' 
Somehow this does hot strike me as stimulation. 

I expect there are many here in Detroit who believe the trade agreements 
program has benefiited the automobile industry. Again, in 1929 our exports of 
motor vehicles totaled more than 544,000 units. ‘This was 10.1 percent of 
United States production. In 1956 exports of motor vehicles accounted for only 
368,000 units, or 5.8 percent of our total production.’ 





1Compendium of paper on United States Foreign Trade Policy, House Committee on 
Ways and Means, p. 24. 
21957 statistical issue, Automotive Industry, March 15, 1957, p. 114. 
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All in all I cannot convince myself that the ''rade Agreements Act has been 
very effective in expanding our foreign markets. Even so, we are repeatedly 
told that we must reduce our tariffs and buy more so foreign countries will have 
the dollars to buy more from us. 

This is the trade-for-trade’s sake fallacy rearing its head. Our own Depart- 
ment of Commerce last October presented to the House Ways and Means 
Committee a paper titled, ‘“‘The Role of Foreign Trade in the United States 
Economy.” The gist of this paper was to the effect that, for the Nation as a 
whole, the fundamental role of exports is that of paying for needed imports. 

It acknowledged the importance of the immediate monetary earnings of those 
engaged in export, but then concluded, and I quote: “* * * but what exports 
contribute to the economic welfare of the whole nation is an efficient means of 
obtaining goods which are either not available here or are producible domestically 
only at total higher costs, in terms of human, capital and natural resources than 
those of the exports exchanged for them.” 

If we can accept the validity of these economics—and I for one certainly 
ean—then when we talk about importing more so we can export more, we are 
getting the cart before the horse and encouraging an artificial sort of exchange 
which, while it may profit the traders, constitutes no real economic gain. 

But suppose we take the altruistic approach which is often a part of this 
argument—that foreign countries need more of our goods but lack the means to 
buy them. We say, “These poor people want our products but can’t buy them. 
We must find some way for them to get the dollars.” 

I don’t doubt this situation exists in some spots because I even know a few 
Americans who don’t have the dollars to buy everything they want. 

The records of the Department of Commerce quite clearly show that in recent 
years our foreign customers, in total, have had sufficient dollar balances to 
finance their trade with us. In the 4-year period from 1953 through 1956, other 
countries increased their holdings of gold and dollar assets by $7 billion.? Even 
during the years 1955 and 1956, when foreign purchases of our goods were at 
very high levels, the annual surplus of foreign dollars receipts over expenditures 
was $1.5 billion.*. While some of this increase may be in dollars we gave them, 
still the stubborn fact remains they preferred to retain our dollars rather than 
trading them for our products. 

Thus, in the round, the dollar shortage seems to be more imagined than real. 
But what of individual countries. We must recognize that whereas, with the 
exception of a few quotas on agricultural products, tariffs have been our only 
means of attempting to equalize our labor costs with those of others, mest 
countries of the world make use of a multiplicity of restrictive practices. Some 
of these have the effect of creating a sort of artificial dollar shortage. Others 
take an even more direct means of making the importation of American goods 
difficult, or even prohibitive. 

For example, 62 countries require import licenses, 46 countries require export 
licenses, 33 countries require exchange licenses, 23 countries utilize multiple 
exchange rates, 16 countries have preferential exchange systems, 13 countries 
require advance deposits on imports—and so on and on. 

Our imports from Brazil are second only to those from Canada, principally 
coffee and cocoa, which are on our free list. Yet since 1948 our share of the 
Brazilian market has receded from a little over 50 percent to less than 25 per- 
cent. Our exports to Brazil have in the meantime been falling for she has usel 
the dollars earned for purchasing in Europe. 

Brazil has multiple exchange rates ranging from 18.36 cruzieros to more than 
308 cruzieros to the dollar. Further, the government levies a tax of 10 percent on 
all foreign exchange and an additional surcharge of 25 cruzieros per dollar on 
exchange used for importing wheat, coal, and publications. 

Similar discouragements to trade can be found at every turn. Britain allows 
only token imports of many American products. For example, the annual United 
States quota for motorcycles is only 50 units. Greece has import duties on canned 
goods as high as 200 and 300 percent of CIF value. Indonesia has import sur- 
taxes, according to category, ranging up to 175 percent. To import a $2,500 
American automobile into Chile the buyer must pay a duty of 200 percent— 
$5,000—and make an advance deposit with the government of $15,000. Thus the 
ear costs him $7,500 and he has to tie up twice that amount while waiting for it. 

And we complain about the price of automobiles here. 


Compendium of papers on United States foreign trade policy. House Committee on 
Ways and Means, p. 24. . 
41957 Statistical Issue, Automotive Industry, Mar. 15, 1957, p. 114. 
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Considering all these things, plus the fact that we have reduced our tariffs, 
on the average, by 75 percent since the end of the 1920's, I do not see how the 
United States can be accused of impeding world trade or that further broad 
reductions under trade agreements would accomplish the stimulation that seems 
to be desired. I do see inherent hazards to our own economy. 

Let me make it clear at this point that I do not advocate tariff schedules that 
will protect inefficiencies in American production, nor do I advocate duties that 
will prevent foreign goods from competing in the American market. 

I do advocate schedules that will equalize production costs so American pro- 
ducers will have a more even break in the competition. And I have no reticence 
about my conviction. 

The free trade theory is based on the premise that the most efficient producer 
should supply the commodity. But there is a vast difference between true ef- 
ficiency and cost of production in terms of United States dollars. 

You cannot tell me that low wage scales are a mark of efficiency. Nor can 
you tell me that governmental subsidization of exports represents efficiency. 
Quite the opopsite. One of the reasons for the foreign worker’s lower wage 
scale, and lower standard of living, is that he is less productive. This may not 
be his personal fault. He may actually worker harder but with inferior tools. 
But any way you slice it he is less productive and therefore less efficient. 

The hooker is that while he may, let us say, be 50 percent less productive his 
wage may be only 25 percent of the American worker’s. Simple arithmetic then 
reveals that while the product is less efficiently produced it has nonetheless been 
produced at half the cost of the American product in terms of United States 
dollars. 

If, then, we do not equalize this imbalance by means of an appropriate import 
duty we are tending to drive the efficient American producer out of business 
while we encourage the less efficient foreign producer. 

This contradicts the very essence of the free trade goal and I cannot for the 
life of me see where it makes economic sense. 

In our own country we have the Fair Labor Standards Act. Among other 
things it denies the sale in interstate commerce of the goods of employers who 
pay substandard wages or provide substandard working conditions. Is it con- 
ceivably fair that we allow to foreign employers access to markets that we deny 
to our own nationals? The proponents of lower tariffs are, in effect, suggesting 
that we do just that—that while we have outlawed the sweatshop in America it is 
perfectly moral and businesslike to buy from the sweatshop of Europe or Asia 
or South America. 

This leads me to note that comparative costs of production are not entirely 
a matter of technology, productivity, and labor-management bargaining. 

Since 1934 we have had the Fair Labor Standards Act. the Social Security Act, 
the Wagner Act, and the Walsh-Healy Act. 

All of these have added to our costs of production and our productive machine 
has further borne a constantly rising tax burden. 

I am not criticizing or complaining about these things. I am saying that 
they are economic facts of life which must be recognized as influencing our 
competitive position in relation to other countries. We have placed certain 
burdens upon ourselves because we felt it to be in the public interest. Is it 
unfair to ask that we be protected against those who do not bear similar burdens? 

Well * * * I wonder how many of you are driving 1934 automobiles. Our 
Government is driving one. We have been tinkering with, and patching up, 
this 1984 model tariff law over all these long years. And now we are being 
asked to put another set of retreads on it. 

In the asking we usually run into the unsupported assertion that four and 
a half million workers derive their livelihood from export, and one is left with 
the impression that they will lose their jobs if we do not extend the Trade 
Agreements Act. How? Expiration of the act would do nothing to hinder 
the trade that is now being carried on. I could turn this around and argue 
that there might be more people working in the United States today if we were 
not importing a lot of things we are capable of making ourselves. But it seems 
rather pointless. 

Instead of buying a new set of tires for a 1934 car is it not now time we 
went shopping for a new 1958 model? It seems to me we need to take a 
fresh approach to the whole problem of foreign trade—and one which takes 
into account the many changes that have taken place and seem likely to take 
place both within our own boundaries and on the international scene. 
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Early this month the American Tariff League released a 100-page analysis 
of our position with regard to world trade, together with recommendations for 
a program for the future. I concur with those recommendations and would 
like to mention just a few of them. 

One was that the Tariff Commission be increased from 6 members to 7 and 
that it then prepare a comprehensive revision of our entire tariff and foreign 
trade regulatory structure. We talk about “reciprocal” trade agreements, 
put the study points out that because of our multilateral agreements under 
GATT a rate reduction in a trade agreement with one country is extended 
to all whether or not they have any agreements with us and whether or not 
they have made any reciprocal concession on our exports. One objective 
of the revision would be to remove these inequities. 

It further recommends that consideration be given to the institution of 
an incentive, or sliding scale, tariff system which would recognize and reward 
countries which improve the living standards or wages of their workers. 

In effect this would mean that we would have varying rates of duty for 
similar items originating from different countries. Thus imports from Canada, 
for example, because of her high living standards would come in duty free or 
at very low rates. In fact, we might well expect completely free trade with 
Canada within a reasonable period of years. In general, on the contrary, 
items originating in low-wage countries would carry higher rates of duty. 

Now, someone will call this discriminatory, and I can’t argue the point. But 
I will point out that under our present agreements through GATT, and our 
most-favored-nation clause, we are now discriminating against the higher wage 
countries. 

If we are committed to an objective of raising world living standards— 
and I assume we are—then it seems to me we are now going about the thing 
backward. <A uniform duty, regardless of origin, tends to encourage the 
sweatshop and place the high-wage producer at a disadvantage. 

In any event, this sliding scale structure would also tend to accomplish the 
objective of equalizing foreign costs with domestic costs in our marketplace. 

The study also recommends that the Tariff Commission, as an agent of 
Congress and subject to Congressional review, should have the task of classify- 
ing, defining and setting rates of duty in accordance with basic standards 
set by Congress and with the advice of various executive departments and 
agencies such as the Departments of Commerce, Treasury, Interior, Labor, 
Defense and State. 

It recommends that special provisions be made for use of the tariff to prevent 
dumping, to offset the use of a foreign bounty or subsidy on exports to the United 
States and as a penalty for unfair import practices. It, of course, proposes that 
the Tariff Commission should keep all items under review and make adjustments 
as necessary to meet changing situations. 

There is just one more thought that I would like to throw in because it is re- 
lated to the general subject. 

One of the reasons we do so much arguing over tariffs and trade is that we 
are seeking means to help other countries, and particularly the newly develop- 
ing countries, to strengthen their economies. Private American capital could be 
a potent force in this objective and in some cases already has been. Under 
proper conditions it could replace much of our aid to foreign governments. 

It would seem to me a good idea for some Government agency to take this 
idea in tow and see what things can be done, internally and externally, to en- 
courage private foreign investment. Vice President Nixon touched on this some 
weeks ago in San Francisco, so perhaps something will be done. I sincerely 
hope so. 

And, if so, this is one further reason for taking a long look at our tariff struc- 
ture, because I should not like to see us encourage American producers to go 
abroad simply for the sake of exploiting low-wage labor and importing their pro- 
duction back into the United States. This is truly the exportation of jobs and 
it will happen as surely as the sun shines if, by our policies, we make it suffi- 
ciently attractive, or worse yet, make it necessary to business survival. 

I appreciate very much having had the opportunity to express my views on a 
most important issue. Thank you. 
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THE NATIONWIDE COMMITTEE 
On ImporT-Export POoticy, 
Washington 5, D. C., March 7, 1958. 
Re Mr. Dulles’ Statement on H. R. 10368 
Hon. Wiisur D. MILs, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. Mirz1s: On February 24, 1958, the Secretary of State, Mr. John 
Foster Dulles, appeared before your committee and presented a prepared state- 
ment for the record. 

I would like to offer an analysis of, and comments on, some of the leading 
points set forth by Mr. Dulles and hope that this may be included in the record. 
Ordinarily I would make no request of this kind but I believe that because of 
the far-reaching implications of some of Mr. Dulles’ observations and judgments 
and their vital bearing on the merits of the legislation that is before your com- 
mittee in the form of H. R. 10368, you and members of your committee no less 
than those who look to the hearings record for information and guidance will be 
interested in an analysis of his statement from the point of view of one who dis- 
agrees with his position. 

The Secretary of State’s paper is divided into seven parts and this reply will 
be addressed in sequence to these parts. 


I 


In part I, Mr. Dulles refers to what he calls the two main aspects of the Presi- 
dent’s proposal to extend and strengthen the Trade Agreements Act. 

The second aspect was selected by Mr. Dulles himself for your attention. As 
se forth by him this aspect of the President’s proposal is the part “designed to 
help make the United States secure against external danger.” [Italics supplied.] 

The Secretary of State should be lauded for his frankness. It is clear from his 
statement that the Trade Agreements Act is to be wrenched from its original in- 
tent and converted into an instrumentality of the diplomacy of this country. 
That is has in fact been used in this manner for a number of years has been 
asserted numerous times by those who have questioned the unauthorized direc- 
tion taken by the program, but never before has the State Department so clearly 
pleaded guilty to the charge. 

The question thus presented by Mr. Dulles is really twofold. One is whether 
the danger to the United States on the political side is so great and imminent 
that it should be raised to an overriding discipline, superseding our Constitu- 
tion and such considerations of the domestic economy as might be held to upset 
international diplomatic maneuvers and negotiations. The other is whether 
international trade as an instrumentality of diplomacy is in fact a suitable or 
useful or manageable tool that can be used successfully to further the security 
of this country against external danger. 

The first part of the question is a most serious one. If we keep in mind that 
there was a time less than 200 years ago when the American colonists were willing 
to risk death and privation and did indeed experience both, for the sake of 
setting up a constitutional system of government on this continent, we must 
naturally wonder why today we should throw the principles of that Constitu- 
tion overboard as a means of courting safety. 

Presumably, danger may be so great at times that we must temporarily forgo 
the benefit of principles for the establishment of which others died; but when 
there may be a clear doubt about the nature of the danger and when there is in 
any case no compelling reason for believing that the action proposed to avert 
the danger would be more fruitful than other proposals, then surely there can 
be no justification for jumping to a totalitarian conclusion about what should 
be done. 

It has become a habit in high places to shoot from the hip with superlatives, 
to say, for example, that a course of action not conforming to the official pro- 
posal, would be totally disastrous. The meaning of words is thus vitiated and 
testimony that deals in such superlatives loses its weight. If it is necessary to 
invoke totalitarian principles in order to gain the acceptance of testimony 
it may be suspected that the testimony lacks the force to recommend itself. 

The other part of the question, i. e., conceding the danger, whether the trade 
agreements program is a suitable instrumentality for warding it off, should 
also be closely examined. This phase of the question leads us into parts IT, ITI, 
TV of Mr. Dulles’ statement. 
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The Secretary’s statement says that the trade agreements legislation of the 
United States has become “symbolic of economic cooperation as a substitute of 
economic warfare.” Then, going back to the depression of 1929, the statement 
refers to the trade barriers that were erected as a means of reviving the econ- 
omies of various countries and the decline in world trade that ensued. Since 
World War Il “the trend has happily been in the other direction, at least so 
far as the free world is concerned” the statement continues. 

This latter statement will come as news to many people who are under the 
impression that international trade became more closely hedged by quotas, ex- 
change controls, embargoes and import licensing systems after World War II 
than ever before. The Secretary evidently paints with very broad strokes of 
the brush. Very recent years have indeed witnessed some relaxation; but the 
trade of most countries continues under close surveillance of their governments; 
and there is visible little or no hesitation to restore restrictions that have been 
taken off if this is regarded as necessary. 

The United Kingdom still has the token import plan which greatly restricts 
imports of a long list of goods from this country. For this there may be good 
reasons. The point is that GATT or no GATT other countries shuttle between 
liberalization and restriction of trade very much to suit themselves. 

Mr. Dulles points to the need of liberalizing trade more and more because 


of the “physical danger that we face.” 


Evidently 24 years of the trade agreements program did not prevent us from 
drifting into such physical danger. Why then should we try more of the same 
medicine? Evidently as a preventive it was not effective; and just as surely it 
has not acted as a cure. Whence the notion then that, the record supports a 
further 5-year extension of the program? 

“For the first time in history,” the statement continues, “the United States 
is subject to major devastation from weapons launched from foreign soil.” 

Can Mr. Dulles really believe that the existence or continuation of the trade 
agreements program bears any ascertainable relevance to the fact that Russia 
has risen to a position of challenging this country physically? If there is any 
relevancy the more obvious conclusion, according to ordinary logic, would be 
that the program did nothing to prevent the unwelcome development, if it did 
not indeed enhance it. 

He does indeed claim that “the danger is met, and our peace is preserved, by 
one fact and one fact alone—that is that the free world is not disunited, but 
works together and provides dispersed power to retaliate against armed 
agression.” 

In saying this he makes two assumptions. One is that such unity as there is 
does not come from military considerations but from the trade agreements 
program. The other is that the trade agrements program will be the magnet 
that will keep the free world together. 

Both are very strained assumptions and can be sustained at best and then 
only flimsily by exaggerating vastly the proposals of the so-called protectionists. 
Thus Mr. Dulles says “If other world nations think that the United States 
market will be increasingly closed to them, that will immeasurably help the 
Soviet Communist bloe to prosecute their plan of economic encirclement and 
ultimate strangulation of the United States.” In other words, the free world 
will lose its unity and Russia will pounce on us. 

There is no proposal before the Ways and Means Committee or before Con- 
gress that would come anywhere near closing our market to imports. There 
are indeed proposals that would keep imports from running wild as they have 
in some sectors since the war and with their low-wage advantages driving our 
own producers, with their vaunted higher productivity armor, like chaff before 
the wind. Principally these are proposals to keep imports within bounds and 
to housebreak them competitively so that it will be possible to live with them. 

Again, Mr. Dulles in part IV says that “some elements of the United States 
industry seek to improve their competitive position by implying that any com- 
petition from abroad, merely because it is ‘foreign,’ should on that account be 
debarred.” 

It would be very helpful if Mr. Dulles supported this bald assertion with sub- 
stantiating citations. Without bothering to do so, he swings stoutly at this ugly 
strawman that he has thus set up and brings him down flat with this: “The 
United States cannot accept that viewpoint without endangering our whole 
Nation.” This in part V of his statement. 

Naturally we are moved to shout “bravo.” The trade agreements policy scores 
again as it has scored so many times against the villains mnde of straw. 


” 
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But then Mr. Dulles softens. This is a pity because it robs him of his victory. 
He says “There is, of course, a wide range of cases where foreign competition 
should be restrained, and is restrained by protective action.” 

This admission brings him within the range of reality; but in the process he 
lost his lance. 

His admission that there is a “wide range of cases where foreign competition 
should be restrained” ranges him alongside the proposals of the so-called protec- 
tionists. That is all that they have claimed. They do not propose a general in- 
crease in tariff rates nor the general imposition of import quotas. They seek 
redress against injury only when this can be proved to the satisfaction of the 
Tariff Commission in public hearings where all sides are heard, in individual 
cases; and they advocate quotas only where the tariff alone is unequal to the 
situation because of the operation of the most-favored-nation clause. 

Why is Mr. Dulles not satisfied with this? He, as spokesman for the State 
Department and accepting the long-time position of that Department, does not 
believe that the regulation of our foreign commerce can be left to the Congress, 
where it was placed by the Constitution. 

And why does this attitude come so naturally to the State Department? Evi- 
dently it is not so much a matter of principle as it is a matter of who exercises 
power. That it is not a point of principle is readily deduced from the Secretary’s 
and the State Department’s view of restraining imports so long as it is done by 
that Department in consort with the Department of Commerce or other executive 
agencies and not by Congress. 

Thus he cites with approbation the voluntary restriction of oil imports, “in- 
cluding those from Venezuela and Canada.” These restrictions, such as they are, 
are in the form of quotas. Obviously quotas are respectable if they are under the 
control of the executive but unspeakably wicked if they are imposed as a matter 
of law under procedures spelled out by Congress and controlled by Congress. 

Again he points approvingly (part VI) to the restrictions imposed by Japan 
on her exports of “textiles, flatware and other goods sold to the United States.” 
Once more these “voluntary,” self-imposed restrictions find no echo in the well- 
stocked arsenal of ill will against quotas in the State Department. 

Obviously it is all right to impose trade barriers so long as it is done by the 
State Department or some other arm of the executive. Evidently sin becomes 
saintly if it is committed in the right quarters. 

In other words, what concerns the State Department is not the restriction of 
trade as such but who does it, even if the law and its orderly application must 
be set aside; and even if our system of Government must be subverted in the 
process. Such a view is a natural product of the assumption that diplomacy 
must be the arbiter of our lives. All else must then be subordinated to the 
considerations of foreign relations, including the Congress. 


VI and VII 


Here Mr. Dulles turns to all points of the compass, north, south, east, and west. 

He cites Canada and her “unfavorable” balance of trade with us in 1957 and 
by deploring such a condition swallows the mercantilistic philosophy that his 
Department abhors so busily. In 1957, a year during which Canada made 
tremendous capital outlays for pipelines, iron ore development and other enter- 
prises that drew heavily upon United States sources of supply, that country 
imported $3.9 billion from this country but sold us only $2.9 billion. Already 
toward the end of 1957 this “unfavorable” balance began to move toward a 
balance, as should have been expected as these developmental enterprises neared 
completion. Imports from this country dropped $160 million in the second half 
of the year. That the “unfavorable” balance was no great strain on Canada 
in the first instance was reflected in the sound exchange position of the Canadian 
dollar. 

What Mr. Dulles did not mention is notable. He said nothing about the 
Canadian grievance against our liberal-trade minded wheat producers and flour 
millers who hold tenaciously to a virtual embargo against the importation of 
Canadian wheat and wheat flour while ranging themselves stanchly on the 
side of the freer-trade advocates in this country. 

Also Mr. Dulles failed to note that the duty on American goods going into 
Canada averages a good 214 times our average duty on imports from Canada. 

Southward he points to Venezuela and points out that in 1957 we shipped 
$1 billion of exports to that country while we bought only $900 million. He 
observes that “if the Government of Venezuela considers that we intend to put 
up serious barriers to imports from Venezuela the consequences will not be in the 
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interest of our national security.” Yet he admits that we have a “Government- 
sponsored voluntary restriction which limits oil imports, including those from 
Venezuela and Canada.” In other words, the restrictions are sanctified by the 
fact that they were sponsored, not merely by our Government, but by the 
executive branch thereof. Had they been put on by Congress or an agency of 
Congress under due process of law, the same restrictions would have to go to 
the foot of the line and stand as a monument to the crumbling of our national 
security. 

Now eastward he points to the United Kingdom, a country that he correctly 
describes as living “by participation in world trade.” In 1957 the United 
Kingdom bought $1.1 billion from us but we imported only $775 million from 
there. This left a balance of over $300 million against England. 

One of the principal troubles is that Britain competes in our market prin- 
cipally with finished products that not only we also manufacture but that are 
also manufactured and shipped to us by England’s competitors, such as West 
Germany, France, Italy, the Netherlands, Belgium and, not least, Japan. The 
most-favored-nation clause prevents our granting lower duties to British im- 
ports as could be done in many cases because of their relatively higher prices. 
Should we lower the rate on imports from the United Kingdom, the same lower 
rates would be applied unconditionally under the most-favored-nation clause to 
imports from all her competitors. This would only widen their price advantage 
in this market over imports from England, and would not help her. 

So, the capping statement of Mr. Dulles is mere hollowness and rhetoric when 
he says: “If the United States were to adopt policies that would set in motion a 
series of worldwide trade restrictions and high tariff policies, the effect upon 
the United Kingdom would be grievous.” 

Possibly. However, there is no proposal before Congress that suggests what 
Mr. Dulles professes to fear. Moreover, Britain did her best in a world of high 
tariffs before World War I. Lower-wage competition in combination with the 
most-favored-nation clause (the principle of nondiscrimination) later under- 
mined her position. 

Turning westward Mr. Dulles comes upon Japan. He points at her unfavor- 
able trade balance with us. In 1957 she bought $1.25 billion from us but we 
took only $0.6 billion or half as much from her. 

Unquestionably we have a responsibility here so long as we insist that Japan 
must not trade with Red China and North Korea. 

However, recognition of the responsibility does not solve the problem. Of 
all the routes to take in our relations with Japan GATT is probably the poorest. 
We should not have sponsored Japanese membership in GATT but should have 
entered into a bilateral agreement with her. Fourteen of the other leading na- 
tions of GATT have in any case refused to extend most-favored-nation clause 
treatment to her, although we have done so. Our support of Japanese entry into 
GATT was a case of a bankruptcy of ideas and of following what appeared to 
be the obvious and easiest channel. 

We should have made a study of our trade with Japan and of the capacity 
of our industries to absorb competition from Japan in our market. We should 
then have devised import quotas which would have kept the imports within 
limits but which would have set aside a reasonable share of the market to be 
supplied by Japan. This would have made it possible to live with the imports. 

As it is we are being driven of necessity to the use of import quotas on a 
global basis because imports from Japan not only confront our own industries 
with a problem in our market but also exporters from Europe and especially 
the United Kingdom. 

In the end Mr. Dulles again invokes danger as the impelling consideration 
in support of H. R. 10368. 

What is his suggestion worth? The trade agreements extension for another 
5 years would presumably provide us the necessary shield. 

Now let us suppose that the Russian economic threat against which Mr. Dulles 
so properly warns us should materialize. The next question is how GATT, 
which is the offspring of our trade agreements program but which in turn houses 
the program, is fitted for economic warfare. Let us remember that at the out- 
set Mr. Dulles said that since 1934 we had moved toward economic cooperation 
as a substitute for economic warfare. Now apparantly we are to use the same 
instrumentality of international cooperation, |. «., GATT, for purposes of eco- 
nomic warfare. 
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Obviously what is meant here is the use of foreign trade by our Government 
for international political purposes—in a new direction, namely, to block 
Russia. 

Implicit in this undertaking is an end to private international commerce; for 
nothing is less suited to economic warfare than private trade conducted for 
profit. What we are really witnessing here is the effort of the State Depart- 
ment in the guise of freerer trade to gain complete dominion over the flow of 
commerce. 

This effort continues to reflect the same philosophy that produced both the 
ill-starred ITO (International Trade Organization) signed in 1938 but re- 
jected by Congress in 1950, and the still waiting OTC (Organization for Trade 
Cooperation) which is still in the eggshell on which Congress has been sitting 
for 3 years. The Russian economic and military threats are merely handy 
arguments to be pressed into service in the attempt to denude Congress of its 
authority over foreign commerce. 

Obviously, if it becomes necessary to meet the Russian trade challenge by 
extraordinary means we must quickly forget the most-favored-nation clause in 
order to gain greater maneuverability. Also we must set aside earmarked 
products, raw materials and farm surpluses for shipment where they will do 
the most good, and not according to profit consideration nor through established 
distribution channels. Commercial considerations must be brushed aside. 

Such a course would upset the normal trade channels to an incalculable 
degree and would undoubtedly interfere with our trade relations with GATT 
countries. Instead of being of help to us GATT would no doubt challenge our 
violations and throw into doubt the value of our economic efforts against 
Russia. 

All that Mr. Dulles really accomplished in his statement was to press into 
the service of the State Department the latest international developments for 
help toward gaining the long-standing objective of the Department, but which 
it has so far not quite succeeded in assuring—and that is, making of interna- 
tional relations a totalitarian discipline to which Congress and our Constitu- 
tion must bow if any of us are to remain free or even alive and establishing 
the executive branch of the Government and the State Department in particular 
as the supreme arbiter. 

Sincerely yours, 

































O. R. SrrackBetn, Chairman. 





STATEMENT OF Rorert B. DRESSER, IN OPPOSITION TO EXTENSION OF THE TRADE 
AGREEMENTS ACT, AND IN Support OF THE Dorn Britt (H. R. 11250), Aprin 
1958 





I. FOREWORD 





My name is Robert B. Dresser. I am a member of a law firm with offices at 
15 Westminster Street, Providence, R. I. This statement is submitted in my 
own behalf, and also in behalf of the Associated Industries of Rhode Island, 
the Campaign for the 48 States, and the Committee for Constitutional Govern- 
ment. 


















II. 





STATEMENT 





The vital issue in the present controversy for the extension of the Trade 
Agreements Act is whether the absolute power over tariffs exercised by the 
President under the existing act shall be continued. 

The power to “regulate commerce with foreign nations,” including the impo- 
sition of tariffs, is a legislative power, and, as such, is vested by the Constitution 
in the Congress and not in the Executive. 

Article I, sections 1 and 8 

The legislative power of Congress cannot be delegated. See United States v. 
Shreveport Grain & Elevator Co. (287 U. S. 77 (1932)), in which the United 
States Supreme Court said (p. 85) : 

“That the legislative power of Congress cannot be delegated is, of course, 
clear. But Congress may declare its will, and after fixing a primary standard, 
devolve upon administrative officers the ‘power to fill up the details’ by pre- 
scribing administrative rules and regulations.” [Italic mine. ] 

The executive branch has exercised its powers under the act arbitrarily and 
in such manner as to inflict great injury upon certain of our industries. As 
many as six unanimous Tariff Commission recommendations have been rejected 
by the President, and others have been only partially accepted. 








RENEWAL OF TRADE AGREEMENTS ACT 2917 


In brazen disregard of the Constitution, the State Department negotiated the 
General Agreement on Tariffs and Trade (GATT) in 1947, by which it sought 
to confer the power to fix tariffs upon an international body composed of the 
representatives of 35 countries, including the United States, thus giving this 
eountry 1 vote out of 35. 

GATT has not been ratified as a treaty, and has never been submitted to 
Congress for approval, This, I understand, the State Department has refused 
to do. It is hardly credible that an executive department would have the 
effrontery to arrogate to itself power that it clearly does not possess. 

It should be added that even the Congress itself could not lawfully sanction 
the delegation of such power to a foreign body. 

That Congress cannot delegate its legislative power to a private body or to a 
trade group, see Schechter Poultry Corporation vy. United States (295 U. 8S. 495, 
587 (1935) ), Carter v. Carter Coal Co. (298 U. S. 238, 310-311 (1936) ). 

In the Schechter case, the Supreme Court said (p. 5387): “Such a delegation 
of legislative power is unknown to our law and is utterly inconsistent with the 
constitutional prerogatives and duties of Congress.” 

The fact that the body to which the power is to be delegated is an international 
body should not provide an exception to the rule. On the contrary, it is an even 
stronger case against the delegation. 

It is clear that Congress cannot lawfully delegate its legislative power to the 
President and, a fortiori, that it cannot authorize the President, acting through 
the State Department, to delegate that power to a foreign body. 

Great injury has been done to a number of important domestic industries by 
the maladministration of the tariff power by the executive department. As a 
result, huge pecuniary losses have been suffered, and hundreds of thousands of 
employees have lost their jobs. 

It is high time that the tariff power be returned to Congress, where, under the 
Constitution, it belongs. Those who think the power should be vested in the 
President should seek an amendment to the Constitution, but let’s have an end 
to the unlawful exercise of legislative power by the Executive. 

To this end, I urge that the Trade Agreements Act be not extended and that, 
instead, the Dorn bill (H. R. 11250) be enacted. 

In answer to those who favor a continuance of the foreign-trade policy pursued 
by our Government for some years past, despite its destructive effects on certain 
industries, let me offer the following suggestions: 

1. Our tariff rates have been reduced on the average by 75 percent since the 
end of the 1920’s and are well below the rates imposed by most other nations. 

2. “In our own country we have the Fair Labor Standards Act. Among other 
things, it denies the sale in interstate commerce of the goods of employers who 
pay substandard wages or provide substandard working conditions. Is it con- 
ceivably fair that we allow to foreign employers access to markets that we deny 
to our own nationals? The proponents of lower tariffs are, in effect, suggesting 
that we do just that—that, while we have outlawed the sweatshop in America, 
it is perfectly moral and businesslike to buy from the sweatshops of Europe or 
Asia or South America” (statement by Leland I. Doan, February 24, 1958). 

3. There is no sound reason for permitting foreign imports to destroy domestic 
industries because of a price advantage based on lower wages and inferior work- 
ing conditions, and not on greater productivity, where the articles imported are 
not superior in quality or usefulness. 

It is to be hoped that Congress, the only body having the constitutional right 
to exercise the tariff power, would exercise that power more wisely than the 
Executive. 

The Constitution of the United States has been the foundation of our liberty 
and the high scale of living which we have enjoyed. Without it, both would 
disappear. 

During the past several decades, by means of administrative, legislative, and 
judicial action, and without resort to the amending process, the Constitution 
has undergone such a change as to be hardly recognizable in many important 
respects. Is this unlawful process of erosion to be continued or is it to be 
halted now? The action of Congress on the legislation under discussion will 
provide at least a partial answer. 

Respectfully submitted. 

Rosert B. DRESSER. 
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THE ENGLISHTOWN CorP., 
OFFICE OF THE PRESIDENT, 


230 Fifth Avenue, New York, N. Y., April 14, 1958. 
Hon. WILBuR D. MILs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: I am not familiar with the procedure matters of the 
committee, but I do feel that, if it is possible to include in the record the reveal- 
ing facts concerning certain acts of the Secretary of Commerce, Hon. Sinclair, 
Weeks, that same should be included. 

Very truly yours, 


NORMAN J. MERCER. 


APRIL 14, 1958, 
Hon. RicHarp M. SIMPSON, 


Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Srr: On March 14, the writer appeared before you and other members 
of the Ways and Means Committee with respect to pending legislation con- 
nected with the renewal of the Trade Agreements Act, due to expire June 30, 

During the course of my appearance, I was afforded an ample opportunity to 
present the views and actions of the stainless steel flatware importers in general 
and our own company in particular, and for this I was most grateful. 

Several days later, toward the conclusion of the hearings, the Secretary of 
Commerce, the Honorable Sinclair Weeks, appeared before you, and in the 
review of the testimony during his appearance, I noted with more than ordinary 
or passing interest your remarks directed to the Secretary in connection with 
the Department’s stand on the stainless steel decision recommended by the 
President wherein no change in duties were undertaken at this time. 

You will recall that the Secretary was severely criticized for the support of 
the administration’s position in this matter. 

It was with a great deal of admiration for the Secretary that I noticed he 
refarined from informing the committee, despite much criticism directed toward 
him, that he never revealed the fact that his own family are intimately con- 
nected with, and in fact are the major owners of, one of the most prominent 
producers of stainless steel flatware in this country, namely, Reed & Barton 
Co., of Taunton, Mass. 

If, as you maintain, Mr. Simpson, imports are damaging domestic industry and 
more particularly with direct reference to your criticism of the manner in which 
the administration handled the stainless steel flatware case, certainly then 
Secretary Weeks’ own company would be so sacrificed. 

Despite any such threat of injury or actual injury, Secretary Weeks has 
disregarded his personal interests, or those of his family as well, in the broader 
and far greater interests of national security and international good will and 
respect. 

While the Secretary himself was too modest to bring this fact to your atten- 
tion, as well as your fellow members of the committee, the writer felt impelled 
to do so, and I am hopeful that due recognition of this important fact will be 
passed on to the Secretary in the form of the compliment and respect he so 
richly deserves for his unselfish and modest stand. 

Thank you once again for any consideration you may give the foregoing. 

Most sincerely yours, 
NORMAN J. MERCER. 


WASHINGTON 6, D. C., April 11, 1958. 
Hon. WILBUR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

DeaR Mr. CHAIRMAN: On behalf of the major United States importers of 
clothespins, we should like to clarify the record on the effect of clothespin imports 
and the condition of the domestic industry. We therefore respectfully request 
that this answer be incorporated into the record of the recent hearings on exten- 
sion of reciprocal trade program, in brief rebuttal to the statement made by Mr. 
Richard Tilden on behalf of the Clothespin Manufacturers of America. 

















he 
il- 
ir, 


L he 


— 


w WS ee 


RENEWAL OF TRADE AGREEMENTS ACT 2919 


In painting his somber picture of commercial disaster, Mr. Tilden conveniently 
neglects to mention that there is a variety of clothespins produced and sold in 
the United States, most of them affected not in the slightest by any import com- 
petition. Clothespins today are made chiefly of wood, plastics, or aluminum. 
The wooden pins, in turn, are divided into the old-fashioned standard or slotted 
elothespin and the more modern pin which employs a metal spring to clamp the 
pieces together. Import competition is limited almost entirely to this last-named 
type of clothespin—that is, the wooden spring clothespin. It is in this area 
that the impact of imports can properly be evaluated. 

It is true, as Mr. Tilden says, that United States sales of wooden clothespins 
declined from 9.3 million gross in 1947 to 6.8 million in 1957. But note that this 
decline is accounted for in its entirety by the decline in sales of the standard 
clothespin, which declined from 6.6 million gross in 1947 to 4.8 million in 1956. 
During this same period, United States sales of spring clothespins increased 
from 2.7 million gross in 1947 to 3.7 million in 1956. It was only this United 
States spring clothespin industry, which increased by 40 percent in this 10-year 
period, that is faced with import competition. 

It is true, as Mr. Tilden points out, that the number of wooden clothespin 
plants has declined from 13 in 1947 to only 6 today. But is this because of com- 
petition from imports of spring clothespins? The answer is best revealed by the 
testimony of a top official of one of the closed plants, who told the Tariff’ Com- 
mission that his plant was forced to shut down because its increase in spring 
clothespin sales was not large enough to offset its decrease in standard clothespin 
sales. Remember, Mr. Chairman, that standard clothespins are not imported. 

There is no doubt, as Mr. Tilden reluctantly admitted under questioning by 
members of your committee, that the clothespin industry as a whole is a declin- 
ing industry. The tremendous growth in the use of automatic driers, as well 
as the spread of laundry and laundromat services, has removed an increasingly 
large share of the population from the clothespin market. Thus, despite the sub- 
stantial increase in population, total sales of all wooden clothespins declined 27 
percent between 1947 and 1957. 

But within this declining industry can be found two separate movements—a 
sharp decline in standard pins (which are not imported) and a substantial in- 
crease in spring pins (which do face import competition). 

As the President himself pointed out, in his letter explaining why he was re- 
jecting a recommendation for quotas in favor of a 100 percent duty increase, 
“Sales [of spring clothespins] by the domestic industry * * * have increased in 
recent years reaching an alltime high last year.” 

We take the liberty of attaching hereto for the record a brief memorandum 
which was addressed to the President during the pendency of this “escape 
clause” decision. We submit the clear facts show no basis for the duty increase 
that was proclaimed in November 1957, and certainly no basis for any additional 
relief to this expanding domestic industry. 

Respectfully submitted. 

Suarp & Bocan, 
By JAMES R. SHARP. 


WASHINGTON, D. C., October 21, 1957. 
In re imports of spring clothespins 


The PRESIDENT, 
The White House, Washington, D. C. 


DeEAR MR. PRESIDENT: Less than 3 years ago, on November 20, 1954, you sent a 
letter to the chairmen of the House Committee on Ways and Means and the Sen- 
ate Committee on Finance, explaining your decision that import restrictions on 
spring clothespins were not warranted. This, as you know, was the third de- 
cision under the escape clause deaying the need for import restrictions on this 
commodity. 

Last month, in connection with the fourth investigation under the escape 
clause, the Tariff Commission forwarded to you another recommendation, with 
a majority proposing an absolute quota on imports of spring clothespins. 

Every reason which you cited in 1954 for a denial of import restrictions is at 
least eyually applicable today. Moreover, the current. Tariff Commission report 
itself clearly shows that the position of the domestic spring clothespin industry 
has substantially improved, rather than deteriorated, since your 1954 decision. 
The details of these obvious facts are spelled out in the attached memorandum. 
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Accordingly, we respectfully urge that you again deny the proposed relief ag 
unnecessary and unwarranted under section 7 of the Trade Agreements 
Extension Act of 1951. 

Respectfully yours, 
SHARP & BoGAn, 
By JAMES R. SHARP. 


MEMORANDUM FOR THE PRESIDENT ON SPRING CLOTHESPINS 
I. THE CLOTHESPIN MARKET 


“The outstanding fact in this situation is that total sales of all clothespins 
have been definitely on the decline in the United States. Despite this general 
trend, total sales of spring clothespins, with which we are here concerned, have 
been substantially maintained at a level more than double that of the prewar 
years.” (Letter of President Eisenhower, November 20, 1954.) 

The recent trend in the American clothespin industry has been a continuation 
of the trend noted in 1954; that is, a substantial increase in the production and 
sale of wooden spring clothespins that has partially offset an even more sub- 
stantial decrease in the production and sale of wooden standard or slotted 
clothespins. 

Sales of United States-produced standard clothespins during the 3 postwar 
years 1946-48 averaged over 6,600,000 gross, while such sales during the most 
recent 3-year period 1954-56 averaged only 4,700,000 gross. 

During these same periods, on the other hand, sales of domestic spring 
clothespins increased from an average of less than 2,200,000 gross in 1946-48 
to over 3,400,000 gross during 1954-56. 

Similarly, comparing the last 3 years with the 3 years preceding the 1954 
decision, standard clothespin sales decreased from 4,900,000 gross to 4,700,000 
gross, while spring clothespin sales increased from 2,900,000 gross to 3,400,000 
gross. 

Although the total clothespin market, including all wooden clothespins, 
whether spring or standard, domestic or imported, has increased somewhat dur- 
ing the past 3 years, the average consumption figure for 1954-56 is still sub- 
stantially below the 1946-48 average, showing sales of 9,600,000 gross compared 
to the postwar average of 10,700,000 gross. (See table 1 attached.) 

Within this generally declining market for all clothespins, total sales of spring 
clothespins produced in the United States are 270 percent greater than they 
were in 1939, the last prewar year for which figures are available and 360 per- 
cent greater than 1946, the first postwar year. 

Thus, it is apparent that the conclusion you reached in 1954 is even more 
valid today than it was then. 

II. LIMITING FACTORS 


“The decline in the use of clothespins seems clearly attributable to recent do- 
mestic developments. Over 2% million automatic driers have been installed in 
American homes and apartment houses since the close of the war. Also, more 
laundry apparently is being done outside the home in laundromats and commer- 
cial laundries.” (Letter of President Eisenhower,, November 20, 1954.) 

Since your decision of 1954, there has been a vastly accelerated sale of auto- 
matic clothes driers, as evidenced in table 18 of the Tariff Commission report. 
Where, in 1954, you cited that over 2% million automatic driers had been in- 
stalled in American homes, the figure as of January 1, 1957, had risen to over 
5,600,000 homes. Thus, almost 12 percent of all American households have sub- 
stantially lost their interest in the purchase of clothespins of any kind from 
whatever source. A corresponding increase in the use of laundromats and com- 
mercial laundry services has further limited the normal expansion which the 
clothespin industry should otherwise have anticipated on the basis of the steadily 
increasing population. 

Table 2 (attached) shows the general decline in per capita consumption of 
clothespins in the United States, with a substantial drop in standard pins only 
partially offset by a steady increase in spring clothespins. 

Thus, this factor in your 1954 decision is even more valid today than it was 
then. 

Ill. DECLINE IN EMPLOYMENT 


“The reported decline in employment is due at least in part to the fact that 
several of the domestic firms have during the last few vears installed additional 
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equipment in order to improve their efficiency. With this increased mechaniza- 
tion they have required a smaller number of persons to turn out the same umount 
of goods.” (Letter of President Eisenhower, November 20, 1954. ) 

Your conclusion that improved efficiency and increased mechanization have 
accounted for the decline in employment in the domestic clothespin industry is 
amply supported by the statistics in the current Tariff Commission report. Dur- 
ing the 3 years prior to the 1954 decision, employment in the entire domestic 
industry averaged 484 workers, compared to an average of 414 workers during 
the 1954-56 period. Thus, in the most recent 3-year period there was a 15- 
percent reduction in the work force compared to the immediately preceding 3- 
year period. During these same years, however, there was a 14-percent increase 
in production of spring clothespins, from an average of 2,900,000 in 1951-53 
to 3,400,000 in 1954-56. Table 38 (attached) demonstrates clearly the sharp drop 
in employment accompanied by a sharp rise in production. 

Table 26 of the Tariff Commission report points out that while in 1953 only 
3.55 gross of spring clothespins were produced per man-hour in the domestic 
industry, in 1956 that production per man-hour had increased to 4.18 gross. 

Thus, in this regard also the conclusion you reached in 1954 is even more appli- 
cable today. 

IV. DOMESTIC DEVELOPMENTS 


“Close study of all the data available, however, leads me to conclude, with 
the second group of Commissioners that no clear case has been made for further 
restricting imports of spring clothespins and that such hardship as may have 
been experienced lately by domestic producers and workers has been due to 
domestic developments which do not warrant action under section 7 of the 
Trade Agreements Extension Act.” (Letter of President Eisenhower, November 
20, 1954.) ‘ 

Aside from the vast expangion in the sale and installation of automatic clothes 
driers and the continued increase in the use of laundromats and commercial 
laundry services, both of which have already been mentioned in this memo- 
randum, there are various other factors revealed in the current Tariff Commis- 
sion report to buttress the conclusion that, if the domestic industry is suffering 
any hardship at all, it is not because of imports. 

Another significant factor is revealed in table 29 of the Tariff Commission 
report, which discloses the profit or loss experience of 5 out of the 6 United 
States producers of spring clothespins. These figures show that the 5 United 
States clothespins producers increased their gross sales of spring clothespins 
from $2,600,000 in 1954 to $3,194,000 in 1956; increased their net sales from 
$2,261,000 in 1954 to $2,765,000 in 1956; but reported a net operating profit 
of $22,000 in 1954 and a net operating loss of $90,000 in 1956. Thus, according 
to the diverse accounting systems which were averaged in table 29, there was 
a decline in net operating profits of $112,000 between 1954 and 1956. However, 
it is significant that during the same period, these companies reported an in- 
crease in freight charges of $79,000 and an increase in overhead of $85,000. 
These two factors of freight and overhead, by themselves, account for approxi- 
mately 50 percent more than the entire decline reported in net operating profits. 

A significant aspect of the substantial increase in overhead expenses, which 
includes officers’ salaries as a principal item, is the analysis by Commissioner 
Sutton in the current ‘Tariff Commission report, showing that 4 of the 6 United 
States manufacturers of spring clothespins are family-owned corporations where 
the owners and the managers are either the same people or of the same family. 
In such circumstances, the financial return to the owner-manager can be stated 
either in terms of a salary to him as manager or a profit to him as owner. If 
his salary is high, the company can show no “profit” on the books, although the 
return to the owner-manager would be substantial. In this connection, it is 
significant that (as reported on p. 31 of the Tariff Commission report) one of 
the spring clothespins manufacturers reported officers’ salaries that were 5% 
times greater than those reported by another manufacturer. Under such cir- 
cumstances, in the spring clothespin industry as in many others, small family- 
owned companies can continue to operate with a satisfactory return to the 
owners even though there are no “profits” reported on the company books. 

In any event, the report shows a substantial increase in the volume of do- 
mestically produced spring clothespin sales, an increase in the price of such 
clothespins, and a substantial increase in both the gross and the net sales of 
the United States clothespin producers. The fact that during the last 3-year 
period there has also been an increase in the cost of goods sold, in the freight 
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charges, and in the overhead expenses, cannot in any way be attributed to 
imports of spring clothespins. 


Vv. NEW DEVELOPMENTS SINCE 1954 


In any comparison, it is essential to compare like figures. One of the basic 
inequities in the presentation of the domestic industry (and in parts of the 
Tariff Commission report) is in the comparison of domestic sales with imports. 
The only proper basis is, of course, a comparison of domestic sales with import 
sales. Just as domestic sales represent domestic production plus or minus 
domestic inventory changes, so import sales represent the volume of imports 
plus or minus the inventory changes reported in table 19 of the Commission 
report. 

The improved position of the domestic spring clothespin industry is apparent 
on the basis of any comparison. With this true comparison, it becomes strik- 
ingly clear. 

It is obvious that the steadily growing market for spring clothespins in the 
United States has been shared by both the domestic producers and the im- 
porters, with the lion’s share of the increase going to the United States pro- 
ducers. Since 1953, total sales of spring clothespins in the United States have 
increased by 1,210,000 gross, of which increase the domestic industry took 
63 percent and the imports 37 percent. Between 1954 and 1956, the United 
States market increased by 966,000 gross, of which increase the domestic in- 
dustry took 68 pereent and the imports 32 percent. From 1955 to 1956, total 
sales increased by 253,000 gross, of which increase the domestic industry took 
73 percent and the imports only 27 percent. Thus, the domestic industry has, 
since the 1954 report, taken the major share of a steadily increasing market 
for spring clothespins in the United States. See table 4 (attached). 

In 1956 itself, domestic production reached 3,400,000 gross, the third highest 
year on record. Despite the near record, proportions of 1956 production, the 
domestic industry was able to sell all of the spring clothespins produced in 1956, 
plus an additional 316,000 gross taken out of inventory. Thus, in 1956, the do- 
mestic spring-clothespin industry reached a record level for peacetime sales, 
falling only 100,000 gross behind the peak established by the scare-buying ac- 
companying the Korean war in 1950. Sales in 1956 were so high that they took 
care of all 1956 production plus all the accumulated inventory of the preceding 
5 years. 

Comparing the profit situation of the domestic spring-clothespin producers 
during the period preceding this report and the period preceding the 1954 report 
also reveals that the position of these manufacturers has improved, rather than 
deteriorated. Although the profit-and-loss figures are somewhat suspect, for 
the reasons stated above, the reported figures do show a steady improvement in 
the condition of this industry. 

Looking at the ratio of profit or loss to gross sales (Commission table 28), it 
appears that the 3 years prior to the current report show a net loss of only 0.20 
percent compared with 6.49 percent for the earlier period. The 2-year period pre- 
ceding this report compared to the 2-year period preceding the 1954 report shows 
a loss of 11.07 percent in the earlier period compared with a loss of only 0.74 
percent in the current period. The year immediately preceding each report 
shows a loss of 8.29 percent in the earlier period and a loss of only 2.80 percent in 
the current period. If these figures do represent actual losses (see supra, p. 5), 
they at least show a substantial improvement since 1954. It is generally expected 
that this profit picture will improve further in 1957 as an aftermath of the gen- 
eral price increases that went into effect in March 1957. 

An interesting development cited by Commissioner Sutton in his minority re- 
port notes that the majority of the Commission this year recommended an abso- 
lute quota of 650,000 gross per year, whereas the recommendation 3 years ago 
was for an absolute quota of 450,000 gross. Apparently, therefore, the majority 
feels that the domestic industry ean now safely tolerate a volume of imports 
more than 44 percent higher than the safety limit they recommended 3 years ago. 
It is interesting to note also that, although the quota deemed essential in 1954 
was denied, the domestic industry which claimed to be facing oblivion has in- 
creased its sales by approximately 25 percent despite the gradual but steady 
increase in imports. 

In 1954, the Tariff Commission attached some significance to the closing of 
several domestic-clothespin plants, admittedly because of declining standard 
clothespin sales. Since 1954, significantly, there have been no further shutdowns 
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of domestic-clothespin plants, but rather a sharp increase in production and 


sales. 
VI. ABSOLUTE QUOTAS 


“Even if some restrictive action were warranted in this case, I should be par- 
ticularly hesitant to impose an absolute quota on imports in a case of this kind.” 
(Letter of President Eisenhower, November 20, 1954. ) 

The inequities and dangers inherent in the application of absolute quotas on 
imports have been recognized too often to require extended comment here, The 
use of such a restrictive device would not only conflict with our country’s long- 
standing attitude toward international trade but would clearly violate the con- 
tractual obligations we assumed in adhering to the General Agreement on Tariffs 
and Trade (GATT). We have been, and should remain, in the forefront of those 
who inveigh against the use of such quantitative restrictions on the two-way 
flow of world trade. 

Respectfully submitted. 

Snarp & BoGan, 
JAMES R. SHARP, 
Wma. J. BaRNHARD. 
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TABLE 2 
PER CAPITA CONSUMPTION 
OF ALL WOODEN CLOTHESPINS, 1946—1956 
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TABLE 3 


RELATION OF EMPLOYMENT TO PRODUCTION IN 
THE DOMESTIC SPRING CLOTHESPIN INDUSTRY 





1946-48* 1951-53 1954-56 


* AVERAGE FOR 1947-48; NO 1946 FIGURES AVAILABLE 
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SALES OF WOODEN SPRING CLOTHESPINS, 
1946—1956 
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AMERICAN ASSOCIATION OF SMALL BUSINESS, INC., 
New Orleans, La., April 10, 1958. 
Mr. Duret BLAcK, 
Care of Black, Rogers & Co., 
New Orleans, La. 


DearR Mr. Brack: You are hereby authorized, as a national director as well 
as chairman of the international relations committee on trade, culture, and 
education, to represent the American Association of Small Business, Inc., in 
presenting the enclosed resolution in support of H. R. 10368 to the House Com- 
mittee on Ways and Means. 

As you know quite well, the association has gone on record as strongly en- 
dorsing the extension of the Reciprocal Trade Agreement Act, and your efforts 
toward presenting our views to the members of the House committee will be 
very much appreciated. 

Very truly yours, 
ALLEN H. JOHNESS, Jr., 
President. 


RESOLUTION ADOPTED BY THE NATIONAL BOARD oF DIRECTORS OF THE AMERICAN 
ASSOCIATION OF SMALL Bustness, Inc., 431 Batter Bum~pine, NEw ORLEANS, 
La., THurRspDAY, APRIL 10, 1958 


Whereas the Reciprocal Trade Agreement Act is scheduled to expire shortly; 
and 

Whereas, during the period of time that the reciprocal-trade program has 
been in effect, tremendous benefits have inured to the United States of America 
and to the American people in the form of expanded world trade and commerce; 
and 

Whereas it is absolutely essential to encourage foreign nations to trade with 
the United States of America if this Nation is, in turn, to be allowed to exchange 
its goods and services with said foreign nations ; and 

Whereas the United States of America, in conjunction with all of the free na- 
tions of the world, is engaged in a life-and-death struggle with Communist 
nations and communistic ideology through means of gigantic economic offensives 
on both sides ; and 

Whereas failure on the part of the United States of America to continue and 
expand its reciprocal-trade program would encourage nations presently trading 
with the free world to shift their balance of trade to Communist nations to offset 
the loss of markets; and 

Whereas the total volume of exports and imports for the United States of 
America is estimated to average approximately $30 billion annually and that 
at least 4%4 million Americans owe their employment to foreign trade; and 

Whereas the entire American business community, including both large and 
small business, directly and indirectly, benefits from all forms of foreign trade, 
and would suffer great economic losses resulting from any lessening of foreign 
trade at a time of recession which could conceivably grow into major propor- 
tions: Be it therefore 

Resolved, That passage of H. R. 10368, which act, if approved by the Con- 
gress of the United States and signed by the President, will extend the recipro- 
eal-trade program, is hereby endorsed by the American Association of Small 
Business, Inc., as the result of action taken by its national board of directors; 
and be it further 

Resolved, That all Members of the Congress of the United States, as well as 
all individual citizens and groups, are hereby urged to devote their fullest ef- 
forts to the immediate enactment of this most vital legislation. 


ALLEN H. JouHNeEss, Jr., President. 
JOSEPH D. HENDERSON, 
National Managing Director, American Association of Small Business, 
Ine. 
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PILLSBURY MILLS, IN¢c., 
Minneapolis, Minn. 
Hon. HALE Boggs, 
Chairman, Subcommittee on Foreign Trade Policy, 
Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Drak CONGRESSMAN Boces: While I represented the United States Chamber 
of Commerce during the Ways and Means hearings on the Reciprocal Trade 
Agreements Act, and the Millers’ National Federation also presented a written 
brief, I should like to submit these additional observations on which there seems 
to have been little or no emphasis in formal testimony. 

While both current and proposed RTA legislation appears to contain adequate 
provisions regarding peril-point and escape-clause machinery, no provisions are 
made for effectively handling negotiations where serious conflicts of interest 
arise as between exporters in this country versus uneconomic industrialization 
abroad behind new tariffs and trade restrictions to accord virtual local monop- 
olies for new foreign investors at the expense of both local consumers as well 
as those of United States exports. What I am trying to say is that while no 
one can have valid objections to foreign investments so long as the enterprises 
will better serve local consumers than imports, or generate profitable exports 
to third countries. legitimate grounds do exist for resisting foreign investments 
that do not meet this criteria, but will only be made because of opportunities 
for high profits and quick recovery of original capital under monopoly circum- 
stances and complete protection against imports. 

It is not difficult to understand why relatively unsophisticated countries (com- 
merically) are tempted into accepting foreign investments in return for what 
they are persuaded to think will accord them actual benefits, but which can 
easily be foreseen to be nonexistent in the long run upon close examination. For 
instance, some industries simply don’t fit and never can fit some economies for 
a host of obvious reasons, and undertaking to operate them behind complete 
protection does violence to the local economy, and represents a serious waste of 
capital that is already far short of the world’s needs. After all, the bulk of 
any industrial expanison anywhere must be generated from internal profits and 
Savings. Any country that loads itself up with uneconomic and protected in- 
dustries that cunnot generate real profits can never hope to enjoy the benefits 
of industrial expansion. 

Providing technical assistance is important, but it is equally important for 
the so-called capital formation and investing nations to provide economic 
leadership by discouraging unscrupulous investors interested only in making 
a fast buck behind complete protection against competition from whatever 
source. 

This leads me to the question as to how legitimate and competitive United 
States exporting industries may enlist the assistance of our Government in 
resisting loss of profitable and competitive export business to uneconomic com- 
petitive enterprises threatening to develop in foreign countries. Obviously, ex- 
porting industries cannot gain direct access to foreign governments for discus- 
sion of such problems, and must rely on our own Government to provide such 
negotiating machinery. Up to the present time, as a general rule, the State 
Department has been relied upon to provide such assistance, but with compara- 
tively little success or sympathy from them, except during formal trade treaty 
negotiations. Actually there is a grave need to deal with such problems all 
the time, whenever they arise, and not wait until serious trade restrictions have 
been inaugurated against the interest of United States exporters. 

I submit that it is not enough for the State Department and other agencies 
involved in RTA affairs to devote their time to puny 5 percent per annum reduc- 
tion in prevailing tariffs and other trade obstacles, but far more important, 
strongly resist new tariffs and restrictions that do not now exist. The so-called 
legalistic approach will not accomplish this, but rather vigorous but frinedly 
reciprocal discussions and negotiations before the damage is done. 

By no means should we act like a bully in such informal trade negotiations 
and try to sandbag friendly nations with serious threats of retaliation, but at 
the same time, we should not be afraid to point out that true reciprocity and 
equity is essential on both sides if maximum benefits are to be derived from our 
trade relations. I further submit that real reciprocity can be maintained only 
by frank discussions and negotiations at the first sign of threatening discrimina- 
tion against the export interests of our country. 
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It is my understanding that coordination of our Government’s foreign eco- 
nomic policy now rests with Deputy Under Secretary for Economic Affairs (Mr, 
Dillon). The question I pose is whether that Office needs more supporting 
legislation and encouragement to depart from the traditional State Depart- 
ment’s indisposition to become involved in such discussions with foreign countries 
on the grounds that it would be interfering with their internal affairs. I sug- 
gest that such affairs are considerably more than internal when they threaten 
the reciprocity concept with other countries. I hasten to add that Mr. Dillon 
and his staff are exhibiting considerably more interest in this problem than the 
State Department has displayed in the past and prior to his coordinating 
assignment. I also think it is fair to say that his Office has more good cards to 
play than may have been the case years ago, especially in appraising the recipro- 
eal record of foreign countries toward competitive United States exports, when 
such countries are seeking loans, grants, and other types of aid. Surely there 
would be legitimate grounds for violent protests from both United States ex- 
porters and taxpayers if United States rewarded foreign countries with loans, 
grants, etc., if they had a record of deliberately clobbering United States exports. 

I fully realize that I have merely posed a problem without offering any specific 
solution. I earnestly believe, however, that the problem is one that will pro- 
gressively need consideration by your committee, perhaps even in your forth- 
coming report, since more and more industries are starting to appraise seriously 
the consequences of indsutrial expansion abroad. 

Yours sincerely, 
A. B. SPARBOE, 
Chairman, Export Advisory Committee, Miller’s National Federation. 


Twin Disc CLutcH Co., 
HYDRAULIC DIVISION, 
Rockford, Iu., March 20, 1958. 
Reciprocal trade legislation. 
Mr. Leo E. ALLEN, 
Representative, 16th Congressional District, 
House Office Building, Washington, D. C. 


DEAR Mr. ALLEN: As export manager of this company, and member of the 
ixport Managers’ Club of Chicago, I wish to give expression to my conviction 
that the proposals of the President for the extension of the Reciprocal Trade 
Act are very much in our national interest, both on economic and political 
grounds. 

To indicate the interest of my company in this legislation, I have pleasure in 
enclosing herewith copy of our letter dated March 18 to the National Industrial 
Conference Board and at the same time I enclose transcript of an address given 
in Rockford on February 20, in response to an invitation from the League of 
Women Voters. 

I believe it would be appropriate for these views to be represented to the House 
Ways and Means Committee, which is at the present time conducting hearings 
in connection with the President’s proposals. 

Sincerely yours, 
J. B. SCHUBELER, 
Manager, Erport Sales. 


Enclosure: copy letter March 18, 1958, to National Industrial Conference 
Board, trianscript of speech The Reciprocal Trade Agreement. 


Marcu 18, 1958. 
Reciprocal trade agreements. 


NATIONAL INDUSTRIAL CONFERENCE BOARD, INC., NEW York, N. Y. 


Mr. G. CLARK THOMPSON, 
Director, Division of Business Practices. 


Dear Mr. THompsoN: Your letter dated March 7 to Mr. John H. Batten, our 
president, reached him shortly before his departure for Europe on an absence of 
some weeks to visit our foreign corporation, Twin Dise Clutch AG at Liechten- 
stein and Zurich, and its manufacturing subsidiary in England, British Twin 
Dise, Ltd. Mr. Batten has therefore asked me to reply to your letter in accord- 
ance with an outline agreed upon with him. 
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In reply to your four numbered paragraphs, we offer the following comments: 

1. The percentage of our domestic production being exported directly has, in 
the past, varied between 5 and 10 percent, but this proportion has recently in- 
creased particularly as regards Rockford products, of which 18 percent were 
directly exported during the months of January and February this year. This 
is of course a considerably higher percentage than 5 years ago. We expect it to 
increase more during the next 5 years, as a result of the market preparation 
which is now beginning to bear fruit, with the qualification that competitive 
conditions may make it necessary to expand foreign manufacturing sources for 
export markets. In such markets competition is likely to increase, particularly 
in the European Common Market and free trade areas, in which both German 
and British manufacture of competitive products will undoubtedly be expanded. 

2. Raw material and component purchases abroad by us for domestic manu- 
facture are insignificant, 

8. The percentage of total domestic sales of our type of product obtained by 
foreign competitors is believed to be negligible at the present time, as it was 
5 years ago. 

4. The anticipated effects of the programs listed are believed to be as follows: 

(a) Extension of the reciprocal trade agreements will undoubtedly favor 
our growing interest in overseas markets, insofar as their termination would 
undoubtedly provoke tariff retaliation which will become more coordinated 
in Europe as market unity progresses. 

(bv) The European Common Market can hardly fail to result in the ex- 
panded manufacture of products competitive with ours in that area, from 
which increased competition in other overseas markets served by us may 
also be anticipated. 

(c) The foreign trade and assistance program of the U.S. S. R. has not, so 
far, conflicted with our interests because the manufacture of products simi- 
lar to ours in that area is not believed to have reached an extent enabling 
such products to be exported. We do not know anything about Russian 
manufacture of competitive products although it is certain that they man- 
ufacture clutches and marine gears but probably not hydraulic torque con- 
verters. 

Our plans to improve the world trade position of this company have in- 
cluded the granting of licenses to Niigata Converter Co. in Japan and Rolls- 
Royce in England, the formation of a separate foreign corporation with 
offices in Liechtenstein and Zurich to facilitate the distribution of products 
manufactured by our domestic plants and our licensees in world markets, the 
initiation of a manufacturing program also in the European Common 
Market area. 

The writer recently had occasion to present his views publicly in response to an 
invitation from the League of Women Voters in Rockford, and since Mr. Batten 
has been good enough to endorse these views I take the liberty of enclosing 
a copy of the transcript in the hope that this may be of some interest. 

Sincerely yours, 

J. B. ScHUBELER, 
Manager, Export Sales. 


Enclosure: Transcript, The Reciprocal-Trade Agreement. 


THE LEAGUE OF WOMEN VOTERS, 
Rockford, Iil., February 20, 1958. 


THE RecrprocAL TRADE AGREEMENT 


By J. B. Schubeler 


The date selected by your chairman, Mrs. Marvin Mansfield, some weeks ago 
for this talk could not have been more timely, because the legislative battle is just 
shaping up over the President’s request for an unprecedented 5-year extension of 
the 24-year-old reciprocal trade law, under which the United States offers tariff 
concessions to foreign lands in exchange for concessions they make to this coun- 
try. Many lawmakers, eyeing recession effects and rising import competition, are 
in no mood to extend any sort of generosity to nations abroad. The hearings 
before the House Ways and Means Committee started last Monday, and are 
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expected to continue for at least 3 weeks. Basicaliy, they will be fighting over 
the Chief Executive’s request for authority to cut tariffs 5 percent each year 
for another 5 years. Recognizing the protectionist Capitol Hill mood, he is also 
asking for changes in the law enabling him to raise duties higher and quicker, 
if necessary, to protect American industries hard hit by foreign competition, 

Let us take a look at the background of this tussle, and try to weigh the issueg 
which are involved imparitially. Last year, United States exports totaled about 
$19% billion and imports $13 billion. Roughly 45 percent of our exports were 
classified as industrial supplies, and included coal, iron, and steel scrap, cotton 
goods and other commodities for which the domestic market was off. In faet, 
export of some commodities, such as chemical products, have grown faster than 
domestic sales since 1953 and in some cases exceed them. Capital equipment 
exports, the second largest category forming over 30 percent of total exports, 
have risen sharply in 1955 and 1956, and continued to be well in exces of ship- 
ments for the corresponding period of earlier years during the first three quar- 
ters of 1957. The number of locomotives and commercial planes shipped abroad 
during 1957 was about one-half of those supplied to domestic customers, where- 
as the number of railway passenger cars exported was more than double that 
supplied to domestic carriers. 

Food exports, too, have continued in an upward trend during the last 3 years, 
and this can be largely attributed to heavy Government financing. I hope the 
importance of this export activity will not be lost on the Congressmen end Sena- 
tors from our farm areas, because one way or another, the only way we will 
ever solve the farmer’s economic problems basically is to liquidate the appalling 
and costly surpluses of agricultural and dairy produce which are at the same time 
hanging over him as a potential price depressor. Since we are apparently on 
the paradoxical spot of being unable to absorb the bounty which our farmers are 
capable of producing, this is surely one way of using surpluses to political, if 
not economic, advantage. 

These few facts will, I think. help us get into proper perspective the signifi- 
cance of export trade for the United States economy. Apart from farining, it is 
estimated to account for some 4,500,000 jobs in industry. 

However, we simply must face the fact that it is far easier for the protection- 
ists to popularize their objectives than it is for the proponents of liberal trade 
policies. The impact of foreign products and vehicles in our stores and streets 
on public and politicians alike is far greater than any reports of our products and 
surpluses flowing into world markets, although these swell our own income to 
a far greater extent, as the statistics demonstrate. 

There are other, perhaps even more vital, considerations which we must re- 
view in order to arrive at a full appreciation of the urgent need for a liberal 
outlook on this national issue of prime importance. Perhaps it will help, as 
history usually does, if we cast our thoughts back some 30 years, when the 
United States, having become the world’s greatest creditor nation, found itself 
in the quandary of having to stem its own economic difficulties while enabling 
its creditors to sustain their own economies in the only way open to them, 
namely, by earning enough from us to pay us back with. What happened? In 
1930, the Hawley-Smoot Act was passed which jerked tariffs sharply upward 
to an average level of 25 percent. I was living in Europe at the time, and I 
can confirm from my own recollections that the act was generally condemned 
as iniquitous, and even in countries as peaceful as Switzerland popular feeling 
ran so high that to drive an American car in the watchmaking centers was to 
expose oneself to abuse and even rough treatment. The further consequences, 
I think we now all realize, were even more serious. This stifling of international 
trade can be said to have triggered the world depression, created the economic 
and sniritual vacuum in Germany, still laboring under the effects of defeat ond 
humiliation, which spawned Hitlerism and culminated in the Second World War 
with all its untold consequences. 

At this point, I cannot do better than to quote from President Fisenhower’s 
message to Congress on January 30: 

“In particular, it is essential to enable us to meet the latest form of economic 
challenge to the free world presented by communism. In the state of the Union 
message, I snoke of the economic offensive that has been mounted against free 
nations hy the Communist imnerialists. The Soviet Union is engaged in an 
intensive effort, through combined programs of trade and aid, to divide the 
countries of the free world, to detach them one by one and swing them into 
the orbit of Communist influence. 
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“We must recognize the growing capacity of the Soviet Union in the economic 
field. Their advances in technology and industrialization, together with their 
continuing repression of domestic consumption, enable them to supply, better than 
ever before, the machinery, manufactures, and other goods which are essential to 
the economic life of many countries. 

“The Soviet capacity to export is matched by its capacity and willingness to 
import. It is increasingly offering to import the surpluses of non-Communist 
states. In this way it seeks to tie such states to the Soviet orbit, and to exploit 
the trade difficulties of the free world. 

“This challenge in the economic field cannot be ignored without the gravest 
risk to our way of life. This fact alone makes it imperative that previous posi- 
tions be reexamined, and that particular interests be reappraised in the light of 
overriding national needs. 

“The question is whether the system of free competitive enterprise for which 
ve stand will meet successfully in the international economic arena the challenge 
hurled by the Soviet leaders.” 

Nikita Khrushchev has been blunt enough about his position. Since the 
launching of the sputniks, he told one United States newspaper publisher: “We 
declare war upon you—excuse me for using such an expression—in the peacefui 
lield of trade. We declare a war we will win over the United States. The threat 
to the United States is not the ICBM, but in the field of peaceful production. We 
are relentless in this and it will prove the superiority of our system.” 

Claire Booth Luce put it another way before the Committee on Foreign Trade 
Education: “If the United States is going to court friends effectively, it will not 
only have to catch up in guided missiles, but in examining the appeal of its 
economic policies especially in the field of foreign trade.” But it will be difficult 
to woo Congressmen with these arguments. Subject matter such as this does not 
have that “personal” touch, and that is the touch that gets the votes. We must 
face the fact that this is a weakness of the democratic system, namely, that 
uninfurmed and complacent elements of the public are sometimes in a position 
to influence policies unduly when statesmanship rather than sentiment should 
rule. The American Tariff League only has to whisper the word “jobs” to give 
the average Congressman jitters in these days of domestic uncertainty, and 
there are undoubtedly industries which are being hurt by foreign competition. 
Of course, there is another approach to this matter of foreign competition. It 
is not exactly popular, and it calls for a considerable amount of intestinal for- 
titude, to quote Mr. Churchill. It is perhaps best exemplified by the well-known 
photographic equipment firm of Bell & Howell, but their president, Mr. Charles 
Percy, admits that their position is by no means the official position of the 
photographie industry. In fact, of the 85 members of the National Association 
of Photographic Manufacturers, 84 are firm protectionists, or were just 3 years 
ago, when Mr. Percy spoke at the Chicago World Trade Conference. 

Mr. Percy believes that it is in the interests of the free world to trade, that 
many people abroad—2,500 million of them—-want the products of the United 
States, and that if we don’t trade with them we are going to limit our market to 
160 million people in the United States, a market exceeded by our own productive 
capacity. As he puts it, we cannot maintain our export market if we refuse trade 
with the world, and to import products which foreign manufacturers can make 
better than we is as beneficial to us as to the free world. It simply means that 
we shift our domestic capital and labor to items which we can produce more 
efiiciently. 

Naturally, I am sure we all recognize that there are certain industries which 
we must maintain in an active and efficient state even if they are not able to meet 
foreign competition pricewise. The photographic, optical, and watchmaking in- 
dustries are typical of these, since they require skills without which our national 
defense posture would be severely handicapped. 

Broadly speaking, we are neither a protectionist nor a free-trade, but a 
moderate-tariff nation. At the present time, thanks to GATT (General Agree- 
ment on Tariffs and Trade), the agreement which the President wishes to have 
prolonged for 5 years with a continuing policy of tariff moderation, our import 
duties average about 11 percent. As exampls of high-tariff and low-tariff 
nations we have Irance and Britain on the one side (Britain however favoring 
here Dominions with preferential tariffs), and Germany and Belgium on the 
other. The records of postwar development in these countries are in themselves 
an object lesson. The economies of Germany and Belgium are flourishing as 
never before. In Germany Economics Minister Erhard has confounded all the 
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pundits by his liberal trade policies. 
ad valorem. 

In 1948, one Sunday when neither German colleagues nor military officials 
were around to interfere, he announced on the radio that he had issued a formal 
decree ending all rationing and price controls. His bosses were furious and 
astonished. Even victorious France and Britain were maintaining stiff controls 
to ration their meager austerity. From existing legitimate supplies, each West 
German could expect to get 1 pair of shorts every 18 years, 1 pair of socks every 
29 years, a suit every 98 years. Erhard proclaimed: ‘The only ration ticket now 
is the mark,” and this was the revalued West German currency wisely estab- 
lished, on Erhard’s advice, by the Allied authorities in June 1948. 

As of the beginning of this year, a highly significant new development has 
taken place on the European scene, with the formation of the European Eco- 
nomic Community composed of France, Germany, Italy, and the three Benelux 
countries—Belgium, The Netherlands, and Luxemburg. Their total population 
is about 170 millions, roughly equal to that of the United States. 

The national income of the area is about one-third of the income of the United 
States—$108 billion as against $324 billion. However, the imports of this 
area are 21.8 percent of world imports as compared with 13 percent of the 
United States, and its participation in worldwide exports is $18 billion, or 
20.1 percent as against $15 billion, or 18.5 percent for the United States. The 
strength and bargaining power on the world scene of this vast new economic 
unit are therefore self-evident. In the course of the next 17 years, the tariffs 
of these countries will be adjusted relatively to each other until they are 
eliminated, while their tariffs against others will be leveled out until a final 
common tariff is established. 

It does not require very acute perception to recognize that a protectionist 
policy on the part of the United States will invite retaliation. This would 
have the effect not only of curtailing one of our most important export markets, 
Europe, but also of stimulating European industry to intensify its efforts to 
increase participation in other world markets in which we are in competition. 

If time permitted, it would be interesting to review some of the conse- 
quences which the European Common Market will have for our own industry, 
not only in negotiating with us as a potentially protectionist market, but in 
stimulating the more active participation of American firms within the area in 
order to take advantage of the tremendous market which it constitutes, and 
as a base from which to develop exports into areas with complementary econo- 
mies. One of our main difficulties in trading with some of our most willing 
customers is our very self-sufficiency. Other nations have their pride too, and 
trade is much preferred to aid. But when our need for the produce of less 
highly industrialized countries is much smaller than their demand for our 
industrial products, it is not easy to device means of making trade a two-way, 
rather than a one-way street, which cannot of course be maintained without 
draining the financial resources of one trading partner. 

Concluding, let us briefly summarize the administration proposals on the re- 
newal of the Trade Agreements Act for 5 years from the date of its expiration 
on June 30, 1958. The President seeks authority to reduce, within his discre- 
tion, any rate of duty existing on July 1, 1958, as follows: 

(a) By 5 percent annually for 5 successive years, or alternatively, by this 
percentage over a 3-year period provided no yearly reduction exceeds 10 
percent of the duty. 

(b) By 3 percentage points ad valorem, no yearly reduction exceeding 1 
percentage point. 

(c) To 50 percent ad valorem any existing duty in excess of that percent- 
age. Not more than one-third of the total reduction could, however, be 
made in any 1 year. 

These would be alternative methods and could not be used cumulatively. In ad- 
dition, safeguards are proposed in the form of authority to raise duties, after 
escape clause investigation, to remedy any threatened or actual serious injury 
to domestic industries. The President would then be authorized to raise such 
duties to 50 percent above the rate in effect on July 1, 1934, as against 50 percent 
ahove the lower duties of January 1, 1945, under the existing law. This safe- 
guarding authority is controversial, because of the very high levels of duty 
which could be applied when based on the high rates in effect in 1934. It is, 
however, obviously offered as a concession to protectionist feeling. 


Germany import tariffs average 6 percent 
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Subsequently, if the proposed extension of the act becomes law, the President 
proposes to establish the Office of Trade Cooperation, probably either in Geneva 
or New York, as a permanent headquarters of the GATT administration. Un- 
der the present arrangements, the 37 member nations of GATT meet annually 
at Geneva to ventilate and negotiate matters relating to tariff application and 
adjustment which have accumulated during the year. The OTC would make it 
possible for such matters to be handled at any time by centralized authority 
capable of mediating in such negotiations and preparing briefs for consideration 
at the annual meeting. 

Perhaps the thoughts which I have expressed will, in turn, help you to form 
your own opinion on the important issue which is being debated by the Legisla- 
ture. I know that when you ladies of the League of Women Voters form an 
opinion, it is your own, and I can only hope that if it is generally favorable to 
the conclusions I have suggested, you will make your influential voice heard in 
the councils of the Nation. 


x 





